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ABSTRACT

Due to growing complexities in business-to-business products, the relationship between a
seller and a buyer usually never ends after the purchase transaction. Customers buy
augmented products, expecting bundle of values that come with the product which will satisfy
the buyer. Thus, integrating services into the core offerings in manufacturing industries has
taken crucial importance. Especially, after-sales service is considered a tool for enhancing a
valuable advantage for the customer as well as it is a business opportunity for the company.

After-sales services have proven to be of importance, and a strategic after-sales framework is
necessary. Three major activities that play a crucial role within the after-sales services in the
manufacturing industry are field technical assistance, spare parts distribution and customer
care. However, intensive studies regarding after-sales in a specific industry are lacking. This
thesis focuses on the Swedish heavy equipment machinery industry organizations of different
sizes and thus, the purpose of this study is to investigate the major activities of after-sales
service focusing on customer relationship among three classified sizes of after-sales service
providers.

A multiple case study has been carried out in the form of semi-structured interviews with
three organizations; one small, one medium and one large size after-sales service providers.

The study reveals that customer care is the most focused activity of after-sales services in the
heavy equipment machinery industry in Sweden. Simultaneously, it shows the most
significant differences of offers depending on the size of the company, in relation to the
remaining activities. Field technical assistance appears to be the part of after-sales that
produces least profit in the industry. Thus, it might be the reason that small organizations
would rather tend to outsource it, in order to avoid high costs. Spare parts distribution can be
considered as the most profitable activity of after-sales. The warehouses and repair centers of
companies naturally varied according to firm sizes. Although the organizations do not state
formal goals for providing after-sales service to its customers, they are aware of its
importance and aim for satisfying customer demands. All organizations are convinced that if
after-sales services are not handled properly, they face the risk of losing the customer. Finally,
this research indicates that organizations in the heavy equipment machinery industry have a
lot of room for improvements to its after-sales activities with respect to their relationship with
customers, which can be accomplished in strategic and systematic ways.

Keywords: After-sales service, Field technical assistance, Spare parts distribution, Customer
care, Customer relationship marketing, Firm size
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1. INTRODUCTION

This chapter presents an introductory discussion of relationship marketing, after-sales
services and the Swedish heavy equipment machinery industry, along with identification of
the research gap which lead to the purpose of this thesis. Finally, delimitations, and overview
of the thesis outline are elaborated.

1.1 BACKGROUND

A relationship between a company and a customer has previously been based on a product-
centric view; however, today relationship between the two parties has taken a shift and
customers are the main focus in maintaining relationships (Gaiardelli et al., 2007). Creating a
good relationship is to generate value for both ends: seller and buyer (Cannon & Perreault,
1999; Palmatier et al., 2006). A crucial element in differentiating a company’s offer and
excelling in meeting customers’ needs is by providing services (Anderson & Narus, 1995).
Services can influence the costs and profits for both buyer and seller, and can positively affect
how customers do business with their suppliers (ibid). Moreover, after-sales service is
considered as a tool for enhancing a valuable advantage for the customer as well as it is a

business opportunity for the company (Saccani et al., 2007).

After-sales service is commonly acknowledged as a potential source of revenue, profit and
competitive advantage in most manufacturing industries (Bundschuh & Dezvane, 2003;
Gaiardelli et al.,, 2007). Research has shown that after-sales in automotive industries
contribute to more than three times bigger turnover than the original purchase of a product
(Wise & Baumgartner, 1999). Within the automotive industry, there are significant heavy
equipment machinery manufacturing companies in Sweden which are considerable

contributors to the Swedish export as well as national sales (Statistics Sweden*, 2013).

Three major activities, critical to after-sales’ success in the manufacturing industry, have been
identified according to Saccani et al. (2007); these are: field technical assistance, spare parts
distribution and customer care. It is necessary to align all three main activities with the aim of

having a successful and comprehensive after-sales offer (Saccani et al., 2007).



1.2 PROBLEM DISCUSSION

Various business researches have highlighted the importance of integrating services into the
core offerings in manufacturing industries, especially in the automotive industry (Gadiesh &
Gilbert, 1998; Oliva & Kallenberg, 2003). Although, after-sales strategy is sometimes a
necessary evil — a time and cost consuming strategy, it is yet a way of staying competitive and
a prospect to expand business (Lele, 1997). Ehinlanwo and Zairi (1996) indicated that
organizations are dedicating more and more recourses to after-sales and large number of firms
have after-sales department with employees focusing only on providing after-sales services
and developing after-sales offers. Furthermore, Levitt (1983) described the link of after-sales

services to customer relationship marketing.

Relationship marketing is an old idea but yet a relevant and developing concept (Berry, 1995).
A later focus of this concept is shifting towards a service marketing practice and academic
research with the emphasis on quality (ibid). Furthermore, Berry (1995) states that marketing
initially was to focus on how to acquire customers, and little attention was paid on how to
market to existing customers to secure the relationship. Perspectives of relationship marketing
can be described as targeting profitable customers using strongest possible strategies for
customer bonding, and building trust as a marketing tool (Berry, 1995). There are various
activities which are dedicated towards enhancing relationship with customers (Pendapudi &
Berry, 1997) and after-sales service lengthens interactions with customers and provides basis
for influencing and developing the relationship (Brax, 2005). In addition, the size of a
company can be considered as a useful and manageable approximation of a company’s
operation and resources (Bonaccorsi, 1992). However, it is still debatable to what extent and
to which functions it could impact (Orlitzky, 2001; Pagano & Schivardi, 2003; Garcia-
Quevedo et al., 2013).

Studies about after-sales services have proven the importance of having a strategic after-sales
framework (Lele, 1997; Gaiardelli et al., 2007; Zackariasson & Wilson, 2004); however, there
exists the research gap on intensive after-sales study within a specific industry (Gaiardelli et
al., 2007). Although, the automotive industry has been researched before, not all of its areas
were investigated (ibid). Moreover, limited studies refer to the after-sales services of
automotive products. Presently there is no study made for the Swedish heavy equipment
machinery industry, although it belongs to one of the three main exporting areas of Sweden
(Statistics Sweden?, 2013). Thus, it would be theoretically as well as empirically interesting to
investigate whether and how after-sales service activities differ depending on the size of the

2



company and further on affect the relationship with customers. Such investigation could
deepen knowledge regarding academic researches linking after-sales services with customer
relationship marketing as well as the after-sales activities in different automotive industries.
Practically, after-sales service providers could be aware of the balance among the main after-

sales activities and employ the services with regards to customer relationship.

To gain deeper understanding of the elaborated problem, the purpose of this thesis is to:

Investigate the major activities of after-sales service focusing on customer relationship among

three classified sizes of after-sales service providers.

1.3 DELIMITATIONS

Three activities of after-sales services claimed by Saccani et al. (2007) are focused in this
study, as they have presented a solid basis for after-sales features. It was also considered to be
more structured and understandable to focus on specific activities of after-sales when
investigating the subject; hence, the above mentioned activities by Saccani et al. (2007) were
chosen.

Although Saccani et al. (2007) refer to the three main activities as drivers; the authors of this
study has deliberately chosen to use the term activities. Observing the established meaning of
the term provided by multiple researches, “after-sales services for manufactured goods
encompass the set of activities taking place after the purchase of the product, devoted to
supporting customers in the usage and disposal of goods” (Saccani et al., 2007, p.54). The
authors deduce that the three drivers; namely field technical assistance, spare parts
distribution and customer care, are sets of activities devoted to support customers after the

purchase.

The research is done in a single industry namely, heavy equipment machinery industry, in
order to make consistent comparison. The industry was chosen due to its importance to the
Swedish national sales and exports, the automotive industry together with the wood and metal
industry, contributes to the main export products for Sweden (Statistics Sweden?, 2013). The
industry was also chosen as a consequence of the scarce research done in the industry from
service perspective. Thus, the authors aimed to contribute with the result of this research. The
investigated companies are Sweden-headquartered, with facilities in Sweden and have the

Swedish market as one of its operating markets; thus, it is a study of a Swedish industry.



When researching relationship, only the seller was investigated on its opinion about after-
sales and its impact on customer relationship. The buyers’ side was not researched in this
thesis due to time and resource limit. Furthermore, since the research takes a company side
perspective, the term customer relationship marketing is commonly used to separate the actual
customer relationship and the desired customer relationship in result of providing after-sales

services.

1.4 OUTLINE OF THE THESIS

The chapters of this thesis are structured as described below:

Chapter 1. The first chapter discusses the importance of after-sales services and the three
main activities within after-sales services. It describes a research gap that has led to
the purpose of this thesis followed by delimitations.

Chapter 2. The second chapter further discusses the three main activities in detail and
gives a more detailed and broad overview over after-sales services as well as its link
with customer relationship. This chapter ends with discussion of the detailed
theoretical research gap.

Chapter 3. This chapter presents the proposed research model framing this study and
research questions answered as a result of the empirical investigation.

Chapter 4. The research purpose, approach and method are presented and explained along
with analysis method and quality criteria.

Chapter 5. The empirical data gathered from research are presented in this chapter.

Chapter 6. This chapter presents the analysis of the gathered data in relation to previous
academic researches.

Chapter 7. The last chapter concludes the research and discusses contributions on
theoretical and managerial levels as well as the limitations of the study. Suggestions
for future research conclude the thesis.



2. LITERATURE REVIEW

This chapter presents existing academic literature on the chosen subject. It provides
definition and elaboration on the main concepts of customer relationship, services and
relationship, after-sales services, after-sales activities and size of firm in business-to-business

environment. Finally, the identified research gap is explained in detail.

2.1 RELATIONSHIP AFTER THE SALE

Relationships between buyers and sellers can be seen as the one between husbands and wives
(Levitt, 1983; Dwyer et al., 1987; Morgan & Hunt, 1994; Wilson, 1995; Zineldin, 2002;
Celuch et al., 2006; Kandampully, 2010). The relationship linking a buyer and a seller seldom
ends after a purchase transaction; the outline of the relationship affects the decision of the
buyer on the next round of purchase (Levitt, 1983). This can typically be connected with the
dynamics of services and products dealt in a transaction between the buyer and the seller
(ibid). Due to the growing complexity of products, companies must offer greater assurances
(Ettorre, 1994). With greater assurance the buyer decides to not only buy an item (to have a
casual affair), but is intending to buy an augmented product where the product represents a
bundle of values that satisfies the buyer, and the buyer intend to enter a bonded relationship
(to get married) (Levitt, 1983). The success of returning customers is inevitably dependent on
creating relationships (Gutek et al., 2002); thus, the selling company needs to understand and

plan a strategy to manage the ‘partner’ prior to the “wedding” (Levitt, 1983).

2.2 RELATIONSHIP AND CUSTOMER SERVICES

An essential strategy for success and survival in competitive business environment are quality
assurance and extended service programs; these attempts are driving the customer’s
perception of a company’s products in the right direction (Takeuchi & Quelch, 1983;
Reichheld & Sasser 1990; Zeithaml et al., 1990). For a company to offer customer service is,
according to Asugman et al. (1997), a means for tailoring a company’s offerings to the needs
and desires of its customers. By offering good service, it shows the customers that the
company stands behind and supports the quality of the offered products (Asugman et al.,
1997).



To ensure the advertising claims, companies must build quality into their products (Takeuchi
& Quelch, 1983). This means that the company should be aware that product performance and
customer service are closely linked (ibid). Additionally, customer service can act as an early
warning system to detect product quality problems (Gaiardelli et al., 2007). The quality of the
customer service cannot make significant difference if the product itself has disappointing
quality; whereas, poor customer service can quickly contradict the advantages associated with
a product offer of superior quality. Responsibility for quality cannot rest entirely with the
production division; marketers must also be an active part of contributing to perception of
quality. Successful businesses use marketing techniques to plan, design, and implement
quality strategies that stretch beyond the factory floor (ibid). Good customer service is crucial
when aiming to guarantee the assurance of quality in the offered products (Cohen & Lee,
1990). Service quality has relevance in both transactional and relational nature (Crosby et al.,
1990); it can be regarded as necessary condition for relationship quality, although not entirely
sufficient (Crosby, 1989).

Rust and Zahorik (1993) have, among others, identified a chain of impacts regarding services.
Service quality impacts on satisfaction, satisfaction on customer retention (customer loyalty),
and customer retention has impact on profitability (Rust & Zahorik, 1993). Storbacka et al.
(1994) have investigated this chain of impacts from the firm’s point of view in relation to the
economical outcome of a customer relationship through service quality improvements. With
the focus on profit, the research concludes that service management and its concept of
perceived service quality are tied together with relationship marketing. Successful relationship
marketing depends on a large degree on the competency of firms to add value by various
types of services on top of the core solutions offered to customers and clients. It is essential to
have thorough understanding of service management before a relationship marketing strategy
can successfully be implemented (Storbacka et al., 1994).

2.3 RELATIONSHIP STRATEGIES

Previous studies have identified changes in the competitive environment as the basis for the
adoption of relationship marketing (Beverland & Lindgreen, 2004). Customer retention is
estimated to be five times less costly than gaining new customers (Rosenberg & Czepiel,
1984; Kandampully & Duddy, 1999). Hence, relationship marketers encourage firms to create
long-term relationships as well as mutually beneficial, interactive, and interdependent

relationships with key stakeholders (Christopher et al., 2002). Relationship strategy is a



means of improving performance metrics comprising of customer satisfaction, retention and
loyalty (Christopher et al., 2000).

Quality relationship with customers should be maintained to achieve superior value for the
customers (Gronroos, 2000). Managing a relationship with quality is essential to reach
corporate success (Zinkhan, 2002). Yang & Peterson (2004) claims that maintaining customer
relationship through a long-term perspective results in satisfied and loyal customers, which

thus, develops a firm’s financial and competitive position in its markets.

Through relationship marketing, customers are offered with individualized services,
customized goods and other benefits (Berry, 1999, 2000; Gwinner et al., 1998). One study
shows that the foundations of relationship marketing lie in the combination of trust
(satisfaction) and commitment (loyalty) (Alvarez et al., 2011). These concepts can be
identified in factors such as dependence between the parties, satisfaction, complaint
management, communication, or investment in specific assets (Brashear et al., 2003).
Moreover, reliability of the service providers is crucial for the customers to feel confident and
build trust (Parasuraman et al., 1985). It enhances the customers’ loyalty, and firms build a
secure customer portfolio that decreases the risk of ending ongoing relationships (ibid).
Within marketing customer satisfaction has always been one of the most interesting areas
(Rust & Zahorik, 1993). Studies have shown a direct relationship concerning customer

satisfaction and loyalty to a provider (ibid).

Colgate and Danaher (2000) conducted a research with the aim of examining the result of
implementing relationship strategies and identify the effect it would have on the customer
satisfaction and loyalty. The research showed that a relationship strategy implementation
affects the factors positively and negatively. If the relationship strategy program is successful
it increases the satisfaction and loyalty, however, an unsuccessful relationship strategy
program causes the satisfaction and loyalty to become even lower than those who do not use
these kinds of strategy programs. Furthermore, a firm’s resources should be considered before
implementing such program that can either harm or improve satisfaction and loyalty of the

customers (ibid).

2.3.1 GOOD RELATIONSHIP

The importance of having relationship with customers is a topic that is relatively
unquestioned (Sweeney & Webb, 2002). Having good relationships is not just a dominant

trend but it results in significant benefits for both parties in the business-to-business
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environment (Gummesson, 1998, 2002; Walter et al., 2001). According to Kelly and Scott
(2012) the benefits generated by relationship marketing to business-to-business companies are
cost benefits such as improved systems and procedures, service benefits such as enhanced
service delivery, image benefits such as superior brand name and reputation and flexibility
benefits such as enhanced responsiveness to customers and competitors (Kelly & Scott,
2012). Building relationship is a critical process in which firms aim to take advantage of the
potential benefits (ibid). However, their efforts can also impact negatively and result in bad or
no relationship (Colgate & Danaher, 2000).

2.3.2 BAD RELATIONSHIP

There exist bonds which tie customers to a company in negative sense (Bendapudi & Berry,
1997; Liljander & Strandvik, 1995). This does not immediately stop the interactions between
the seller and buyer in case of buyers with low affective commitment ‘locked in’ by factors
such as warranty insurance (Liljander & Roos, 2002; Bendapudi & Berry, 1997; Sheaves &
Bernes, 1996; Liljander & Strandvik, 1995). However, negative experiences cause negative
word-of-mouth and damage customers’ commitment to the buyer and further on, the
relationship between the parties (Liljander & Roos, 2002). Negative incidents such as badly
handled complaints, inadequate communication with customers may lead to lack of trust

which again impacts the relationship (Bejou & Palmer, 1998).

2.4 AFTER-SALES IN BUSINESS-TO-BUSINESS ENVIRONMENT

Saccani et al. (2007, p. 54) define after-sales services in business-to-business manufacturing
industries as a “set of activities taking place after the purchase of the product devoted to
supporting customers in the usage and disposal of goods”. This definition is built on a number
of previous definitions formulated by Cohen and Lee (1990), Ehinlanwo and Zairi (1996),
Loomba (1996), Asugman et al. (1997), Boyt and Harvey (1997), Patelli et al. (2004),
Cavalieri et al. (2007) and Johansson and Olhager (2004). After-sales service is often referred
to as an intangible product component (Asugman et al., 1997). It is distinct as those activities
in which a firm engages after the transaction of its product that minimize potential problems
related to product use, and maximizes the value of the consumption experience (ibid).
Companies aim to provide product offers comprising after-sales as it adds up and enhances
the product value (Levitt, 1983).

Industrial after-sales service is the combination of goods and services since it includes both

tangibles such as spare parts as well as consumables related with customer care and assistance



(Johansson, 2006). In business-to-business manufacturing industry, it is difficult to draw the
line between manufacturing and service (Schmenner, 1995). It is even claimed that
manufacturing industries have turned into service focused industries (Bryson & Daniels,
2007). This can be related to the advantages provided by added services to the manufacturers
as well as the industrial customers’ demand for service and customer-specific packages
(Davies, 2003). Thus, bundling the often tangible core offering with services has become a
crucial interest of manufacturers, along with the benefits of facilitating sales of goods,
creating growth opportunities, balancing cash-flows, differentiation of competitors and

lengthening customer relationships (Brax, 2005).

2.5 ACTIVITIES IN AFTER-SALES SERVICE

According to Levitt (1983), the sale of a product is only the beginning of a seller-buyer
relationship where the long-term bond between the two parties is the key for long-term
profitability enhancing the fact that after-sales services are crucial in a company to stay
competitive and to collect profits. There are several classifications of activities within after-
sales services; to mention few: customer support, product support, technical support and
service (Goffin & New, 2001). After-sales has many times been classified as a business
network process, due to the fact that it has a direct impact on the overall business performance
and the competitive advantage (Earl & Kahn, 1994). The activities within a business can be
provided through alternative channels and actors, or through multiple channels and actors
concurrent. The services could be complementary, like field assistance and customer care, or
they could be competing services, such as field assistance provided through repair centers or
by authorized assistance networks. Internet has also provided at after-sales service channel
which has made it possible for companies to have more touch points with its customer,
therefore made it easier to perform the activity of customer care (ibid). According to Saccani,
et al. (2007), after-sales could be seen as a business, consisting of multiple activities. Further
on, there are three major activities critical to after-sales’ success, these are: field technical

assistance, spare parts distribution and customer care (Saccani et al., 2007).

2.5.1 CUSTOMER CARE

Customer care is usually described as an activity which provides technical and commercial
information and services; typically, warranty extension and complaint management to
customers (Saccani et al., 2007). There are different types of customer care and it is

distributed on different levels; it can be distributed through a national centralized call center,



through the manufacturer’s website and through the local repair centers that provide technical
information to customers. There are also differences in the variety of personalization when
offering the service (ibid). The customer care activity has shifted from being primarily
providing simple tasks, such as providing information and handling orders, to now, being
more complex and handling tasks such as giving advice in financial affairs or strengthening
and managing the relationship with key accounts (Kantsperger & Kunz, 2005). This has led to
understanding the importance in customer care as an operative tool towards a strategic role in

terms of customer relationship (ibid).

Most of the organizations are aware that it is the customers’ opinion that matters and that the
high competition among organizations have enhanced the focus on customer (Kahn, 1995).
Products are today developed in a high speed and their product life cycle has shortened. This
has led to that companies have to improve themselves continuously to survive aggressive
markets. Especially, automotive and kitchen appliances industries are industries known for
their high technical quality. These industries cannot compete with their technical quality only
since all products in those industries are relatively equally advanced and technological.
Instead the companies have to compete with their functional service quality, which comprises
their service provision characteristics such as friendliness, availability and trustworthiness
(ibid).

2.5.2 FIELD TECHNICAL ASSISTANCE

Field technical assistance is the assistance provided from seller to buyer where the buyer can
receive encompassing installation, warranty work as well as out-of-warranty repairs, product
disposal and check-ups (Saccani, et al., 2007). Bryce and Useem (1998) have identified a
rapid growth in outsourcing and the main reason for it was to be able to stay profitable and
survive in the market; companies had to outsource to stay competitive. From 1990’s and
onwards, outsourcing has been popular, and especially regarding the activity of field technical
assistance (Russell, 2008). The reason behind this is due to the fact that continuously carrying
out this activity is very costly and time consuming (ibid). Armistead and Clark (1991) also
suggest that outsourcing is mostly favored by firms which need to serve large and

geographically dispersed service volumes.

Business-to-business customers expect a high level of availability from the sellers’ side due to

possible technical issues that can cause serious difficulties for the customers (Russell, 2008).
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This is partly provided by warranties offered to the customers from the manufacturers’ side
(Chien, 2007). The main purpose of warranty is to provide an after sale remedy for customer
when a product fails to meet its intended achievement during the warranty period (ibid).
Warranty has also been defined as a contractual obligation made by a manufacturer, in
connection with the sale of a product, where the manufacturer is obligated to ensure orderly
functioning of the product (Blischke & Murthy, 1992). Warranties are known for being very
costly for manufacturers; the warranty programs must be estimated precisely in order to
provide warranty for the customer in the long run (Chien, 2007). Hence, to be able to provide
warranty work manufacturers must calculate if they can afford it for those years they are
required to provide their customers with warranty work (ibid).

2.5.3 SPARE PARTS DISTRIBUTION

Spare parts distribution is responsible for inventory management, customer order management
and delivery of spare parts (Saccani et al., 2007). Important to know is that spare parts are not
intermediate or final products to be sold to a customer (Kennedy et al., 2002). Spare parts
distribution provides crucial functions for the customers throughout consumption of the
product (Gopalakrishnan & Banerji, 2004). The provider usually aims to reach a particular
turnover ratio and at the same time meet the demand of many customers with different and
large number of spare parts. The management has to decide on what kind of level they want to
distribute their spare parts, central warehouse, stockiest, regional warehouses, field
warehouses, retail outlets and dealers. It is said that pricing spare parts is one of the most
complex problems when it comes to industrial goods. The main purpose with spare parts
distribution is to ensure the right availability of spare parts at the right time for the buyer’s
needs, meanwhile with lowest possible investments from the sellers’ side. The purpose is also
the reach maximum level of satisfaction; this can be accomplished by stable and steady spare
parts distribution (ibid).

An additional purpose for holding spare parts inventory is to provide timely repairs to
customers’ equipment (Hopp et al., 1999). Furthermore, spare parts inventory are held as
protection against extended equipment down-time (Kennedy et al., 2002). Obsolescence can
be a problem as the machines for which the spare parts were designed for become obsolete or
replaced. It is difficult to determine how many units of a spare part for an obsolescent
machine to stock, and it may be difficult to replace a part that is not in stock any longer. There
are also consequences of unplanned repairs, these consequences are production loss with

significant costs, it is suggested that a kind of safety stock policy is crucial (ibid). The

11



automobile manufacturer is an industry where delivering spare parts quickly is a key aspect of

their after-sales services (Cohen & Lee, 1990).

2.6 MANUFACTURING INDUSTRY AND FIRM SIZE

Modern markets have become increasingly complex, dynamic and hostile, and are constantly
changing (Neu & Brown, 2005). The manufacturing industry is described through its intense
global competition, rapid technology changes and product variety proliferation (Pun, 2004).
Machinery and equipment manufacturing companies are facing increasingly intense and
aggressive market competition confronting them with new and demanding challenges (Belz et
al., 1997). Thus, manufacturers in those industries commonly aim to extend service business
in order to generate additional revenue and profit (Gebauer et al., 2005). However, firms
employ different approaches towards offering additional services to customers and some fail
to meet the intended objectives (Gebauer et al., 2005). As shown on Figure 1, based on the
empirical study of Gebauer et al. (2005) 11.1% of the investigated manufacturing companies
have earned more than 40% of their total revenue through services. While, 38.7% of
manufacturing companies have generated less than 10%; indicating the differences in service

offers of manufacturers (ibid).

Percentage of service revenue on

overall revenue

[

e A0V B I
over 40% oy e 1] ¥

|

200, 1-30%

s B -
10,1.200% B ol B 26 6%

38.7%

O-10%

s

o 206 25% 30% 35% 4% 45%

Pecentage of companies sampled (n=199)

FIGURE 1: SERVICE REVENUE IN MANUFACTURING COMPANIES

(GEBAUER ET AL., 2005)

In business-to-business environment, having lead in resources can yield a considerable
advantage in the marketplace (Day & Wensley 1988; Hunt & Morgan 1995, 1996). However,
this advantage does not necessarily result in competitive advantage; the resources must be

combined with other resources to create core capabilities and superior relative value (Prahalad
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& Hamel, 1990). Since services are the co-created value by both the company and the
customer (Matthyssens et al., 2006; Vargo & Lusch, 2008), it results in resources that are
unique and hard to imitate (Wernerfelt, 1984). Thus, services can be considered as a

sustainable source of competitive advantage (Heskett et al., 1997).

The internal functions of a company and its response to the marketplace are immensely
impacted by the size of the company (Kimberly, 1976). The nature of small to large
manufacturers can vary in relation to their investments into new technologies and equipment,
providing world-class skills, training of workforce and innovation (Laforet & Tann, 2006;
Laforet, 2009). Although, large firms benefit from more easily absorbed risks, corporate
resources and systems (White et al., 1988; Crawford, 1993), smaller firms have the possibility
to gain from more spontaneous and individualistic company environment i.e. behavioral
advantage (White et al., 1988; Nooteboom, 1993). Small sized companies often suffer from
the disadvantage in respect to costs in scale, scope, experience and learning (Nooteboom,
1993). Different size manufacturers also respond differently to challenges regarding

developing and marketing services (de Brentani, 1995).

2.7 NEED FOR FURTHER INVESTIGATION

First of all, after-sales service is an important feature in business-to-business industries
offering potential benefits such as facilitating sales of goods, creating growth opportunities,
balancing cash flows, differentiation, and meeting customer demand (Brax, 2005; Davies,
2003). The literature review on after-sales stated that there is a research gap identified in the
area of investigating the three major activities in after-sales which are customer care, spare
parts distribution and field technical assistance (Saccani et al., 2007). Sacanni et al. (2007)
suggested in its research that more empirical investigation should be conducted with these

three activities in mind.

Due to the complexity of industrial products the interaction between buyer and seller is
seldom ended at the sale transaction (Levitt, 1983). After-sales service provides the chance for
a relationship between buyer and seller to last longer after the sale is over (ibid). Further
research should relate after-sales and customer relationship marketing more in detail. As the
literature review indicated, very few researches have intensively researched this topic. Even
though, there are numerous investigations within the area of relationship, little focused on the
impact after-sales services have on relationships; thus, pinpointing the need for filling this
knowledge gap.
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Another factor that is crucial to further investigate is the differentiation that comes along with
company sizes. Since researches confirm that different sizes of companies operate
distinctively (Laforet, 2009; Kimberly, 1976; de Brentani, 1995), they may provide different
after-sales services. However, there have been limited researches focusing on the effect size

of firm might have upon after-sales service offers (ibid).

Scarce empirical investigation was found within the area of business-to-business industry of
heavy equipment machinery when conducting this literature review, although the industry is a
significant industry contributing to the overall economy in Sweden (Statistics Sweden®,
2013). Seemingly, no extensive research has been performed within this area with regards to
after-sales yet. Therefore, it indicates the meaning to investigate this industry.

Throughout this literature review chapter, a deeper and more extensive understanding about
after-sales, after-sales activities and customer relationship is provided. From the literature
review, it can be derived that there is a research gap prevailed in the area of the three major
activities in after-sales and further on its effect on relationship marketing of manufacturers.
Moreover, the industry studied, namely Swedish heavy equipment machinery industry, adds a

fresh aspect to the concept along with comparison among different firm sizes.

The research gap is visual on table 1 which presents major previous studies that have
investigated the main concepts of this thesis.
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TABLE 1: LITERATURE REVIEW OVERVIEW

Articles

Saccani et al. (2007)
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Asugman et al. (1997)
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de Brentani (1995)

White et al. (1988)

Liljander and Roos
(2002)

Kimberly (1976)

Kantsperger and Kunz
(2005)

Armistead and Clark
(1991)
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Gopalakrishnan and
Banerji (2004)
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Customer

Factors

care

v

Flela

technical

\

assistance

Spare parts

N distribution

After-sales

N service

\

Services

customer

=3 "
(@]
2 £ N
ST O
8 % E
© £ i
v
v
v
v
v
v
v
v
v
v

15



3. RESEARCH MODEL AND RESEARCH QUESTIONS

As the previous chapter showed the need for further investigation; this chapter presents the
proposed research model and research questions as a basis to fill the research gap and fulfill

the purpose of this thesis.

3.1 PROPOSED RESEARCH MODEL

The purpose of this thesis is to gain deeper understanding of the major activities of after-sales
service focusing on customer relationship among after-sales providers with different sizes.
The major activities as well as the focus of customer relationship were reviewed in the

previous chapter.

A research model is developed for this thesis which can be found on Figure 2. The research
model shows the major activities of after-sales according to the literature which are customer
care providing technical and commercial information and services such as complaint
management and warranty extension; field technical assistance responsible for installation,
check-ups, warranty work, out-of-warranty repairs and product disposal; spare parts
distribution comprising inventory management and delivery of spare parts. Furthermore,
while the major activities contribute to successful and comprehensive after-sales, after-sales

services are affecting the customer relationship of the organization.

Customer care Field technical Spare parts
assistance distribution

After-sales service

Customer relationship
marketing

FIGURE 2: PROPOSED RESEARCH MODEL

16




3.2 RESEARCH QUESTIONS

Derived from the purpose of this thesis and literature review of previous academic studies, the
proposed research model combines the concept of major after-sales activities and customer
relationship. Research question for each activity of the model has been formulated with the

objective of organizations’ size and industry in consideration.

The first three research questions are derived from the need to further investigate the after-
sales services activities in the Swedish heavy equipment machinery industry. The three after-
sales service activities: customer care, field technical assistance and spare parts distribution
are the main building blocks of after-sales service. An investigation will be executed by
taking these three activities where they will be put in the context of Swedish heavy equipment
machinery industry. The activities will be compared and analyzed among different sizes of
organizations to get a better understanding of how this industry executes its after-sales

services.

The fourth research question is derived from the need to investigate how after-sales services
contribute to customer relationship marketing. Today, limited studies have been conducted
with after-sales service and customer relationship in mind; this makes it even more significant
to study. Furthermore, if there are differences in how the different sized organizations
executes their after-sales service activities it might be a difference in how their after-sales

service contribute to the overall customer relationship marketing.

RQL1. How is customer care executed in the Swedish heavy equipment machinery

industry among organizations of different sizes?

RQ2. How is field technical assistance executed in the Swedish heavy equipment

machinery industry among organizations of different sizes?

RQ3. How is spare parts distribution executed in the Swedish heavy equipment

machinery industry among organizations of different sizes?

RQ4. How do after-sales services contribute to customer relationship marketing in the

Swedish heavy equipment machinery industry among organizations of different sizes?
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4. METHODOLOGY

In this chapter, introduction of available methodological approaches as well as justification
and choices for this study are presented. Discussion regarding inductive and deductive
research as well as the reason for selecting a qualitative approach is given; followed by
research design, research strategy, data collection and analysis method. The chapter

concludes with discussion of the quality criteria of the study.

4.1 RESEARCH APPROACH

4.1.1 INDUCTIVE VS. DEDUCTIVE RESEARCH

Research is made in order to answer a particular research question or hypothesis based on
theoretical considerations (Bryman & Bell, 2007). This is how it is commonly viewed, but
another alternative is to look at theory as something that derives after the data is collected.
This connection between theory and data collection is referred as being either deductive or
inductive. The deductive approach is the most common view of showing the relationship
between theory and data collection. The researcher collects data based on theoretical
considerations and deduces a hypothesis based on these considerations. The steps are easy to
follow where the first step is the theory, second step hypothesis, third step data collection,
fourth step findings, fifth step hypothesis confirmed or rejected and the sixth and final step is
the revision of theory (ibid). The inductive approach has an opposite direction compared to
the deductive, where the idea behind this approach is to form theories based on the data
collected (Dhawan, 2010).

This research takes a deductive approach, simply because the paper is based on previous
theories and has followed the above deductive approach steps. The research questions for this
research are derived from theories and previous research as presented in the literature review
chapter. Also, to be able to fill the existing research gap a deductive approach is in this case
the most suitable. Previous research has pointed out that more research has to be done within
the chosen area and especially within diverse industries (Saccani et al., 2007). The intention is

not to establish new theories; it is rather to explore the existing theories in new contexts.
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4.1.2 QUALITATIVE VS. QUANTITATIVE RESEARCH

In order to carry out a research, an approach and a strategy has to be defined and decided.
Researches can choose from two different approaches; a qualitative approach or quantitative
approach (Bryman & Bell, 2007). These approaches are taken from two distinctive clusters of
research strategies, with other words a general orientation on how to conduct a business
research strategy. Quantitative research is a method used for doing measurements, mostly in
numbers. The most common approach is to use surveys and questionnaires or other statistical
methods. Qualitative research strategy focuses on words rather than the quantification in the
collection and analysis of data (ibid). The data collection is more in-depth and detailed,
leading to a more accurate and deeper understanding of behavior rather than an external
representation of intentions (Granot et al., 2012). The purpose of these two strategies is to
collect data suitable for the chosen case; however the strategies differ when it comes to how
to collect the data (Eriksson & Wiedersheim-Paul, 2011). A quantitative approach works with
numbers and statistics while qualitative studies works with terms. The purpose for a
guantitative research is to get defined characteristics whilst the purpose for qualitative is to
get a meaning. How the collected data is presented is different as well, quantitative will
present numerical data. The qualitative is more detailed, where citations and stories will be
featured in the research (ibid).

This research takes a qualitative approach, considering the aspects provided in the above
section. Due to the limited timeframe and the restricted accessibility to a vast range of
organizations within the heavy equipment machinery industry in Sweden, the choice of a
qualitative study was more suitable. The interest and outline of this study lays in achieving a
deeper knowledge based on the three main activities of after-sales, and how they would differ
depending of the size of the company. Using a quantitative approach would not yield the same
results. Furthermore, the study seeks to go in depth rather than to go in breadth in the topic.
Thus, in-depth interviews are used and the results are presented as a story rather than in
numerical forms. The idea is not to draw any general conclusion which makes the result of

eliminating quantitative approach even more significant.

4.2 RESEARCH DESIGN

Research design can be described as a plan for executing the research and answering the
research aim and objectives. It provides the structure to resolve the identified problem and

avoid situations where the evidence does not address the initial research problems (Yin,
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2009). Ultimately, the research design should guide the researchers to collect, analyze and
interpret observations (Frankfort-Nachmias & Nachmias, 1992) with cohesion (Rowley,
2002). There are three forms of research design which are descriptive, exploratory and

explanatory research designs (Robson, 2002).

Exploratory research design is a fact finding research design where the major emphasis is on
clarifying the research problem and research direction. It is mostly carried out in the early
stages of major projects (Yin, 2009). In order for this design to be feasible, the research idea

should be flexible making it possible to observe all the aspects taking place (Phopalia, 2010).

Descriptive research design focuses on finding facts about a certain subject, answering who,
what, when, where and how questions. It is a popular design which is extensively employed in
modern researches (Yin, 2009). Descriptive research design is practical for collecting and
assessing opinions, behaviors and features of a population or for studying the state of affairs.
When applying this design, it is crucial to specifically define what is being measured and

what population is investigated (Dhawan, 2010).

Causal research design aims to discover causal relationships between various pre-determined
variables (Gray, 2009). Researchers need to study if and how one variable is dependent on, or

determinant of another variable (Eliasson, 2010)

This investigation involves a study of organizations after-sales offers and its contribution to
customer relationship. Thus, it mainly focuses on observing and analyzing the organizational
activities, behavior and intentions. It cannot be seen as exploratory since the subject has been
studied before and there is a clear defined problem, as described in the previous chapters.
Causal research design has to be excluded as well due to the reasoning that neither after-sales
nor customer relationship is dependent on each other. There might be a connection but they
are not interdependent variables. Hence, descriptive research design is the most appropriate
form of study for this research.

4.3 DATA SOURCES

The sources used in a research can be obtained out of primary or secondary method. Primary
sources are the data and information that are collected for the purpose of solving a problem; it
is generated by tailor made questions seeking answers for specific information collection.
Primary data collects specific and up-to-date information; however, it is costly and often

inaccessible (Cowton, 1998). On the contrary, secondary sources are the existing data and
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information that has been collected for another purpose than solving the problem at hand
(Stewart, 1984; Frankfort-Nachmias & Nachmias, 1992). Secondary data contributes to
increased credibility of research finding that take a primary data source method (Frankfort-
Nachmias & Nachmias, 1992), give alternatives for primary research methods and could
possibly solve research problems (Bryman & Bell, 2007). It is also cost efficient as well as
has high availability (Cowton, 1998). Cowton (1998) suggests that secondary and primary
data are not substitutes for one another. The two research data source methods function as
complements to cover inadequacies of the provided data, either in primary or secondary

sources (Stewart, 1984).

Because of the qualitative approach the aim is to gain a deep understanding of the subject, the
deficiency of earlier studies addressing after-sales as having a relation or effect on customer
relationship, primary data is the most applicable method used for collecting and analyzing the
research problem. As secondary sources are already collected for another purpose than
solving the specific problem at hand, the ability to gain a deep understanding to the subject is
restricted and therefore another indication that primary data method is the reasonable way to

approach the result.

4.4 RESEARCH STRATEGY

Research strategies represent the different ways of collecting and analyzing empirical data.
Deciding on the most advantageous and appropriate method is a critical part of doing research
(Yin, 2009). According to Yin (2009), the available methods for researchers are experiment,
survey, archival analysis, history and case study. Depending on three conditions, the proper
method can be evaluated and chosen correctly regarding a certain research (Yin, 2009). Table
2 illustrates the research strategies and the three conditions namely, 1) Form of research
question 2) Require control of behavioral events 3) Focus on contemporary events (ibid).
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TABLE 2: RESEARCH STRATEGIES

(YN, 2009)
] Control of behavioral Contemporary
METHOD Form of research question
events? events?
Experiment How, why? Yes Yes
Who, what, where, how
Survey No Yes
many, how much?
) ) Who, what, where, how
Archival analysis No Yes/no
many, how much?
History How, why? No No
Case study How, why? No Yes

This study’s research questions are formulated as ‘how’ questions; thus, limiting it to
experiment, history and case study. The researchers do not have control over the behavioral
events which further excludes experiment research method. The focus of the research is on
contemporary events occurring at manufacturing organizations in terms of after-sales and
customer relationship. This factor eliminates history; hence, the most appropriate research

method for this thesis is case study.

Case study is defined as “research based on the study of a limited number of naturally
occurring settings” (Silverman, 2010, p. 432). It simply involves choosing one or more cases
and developing as full an understanding of that case as possible (Punch, 1998). Depending on
the research area and subject, a ‘case’ can be various occasions (Silverman, 2010). In business
studies, certain phenomena are highly complex, hard to quantify and, in many situations,
impossible to observe from the outside. Thus, case studies are considered the most suitable
method in various situations (Ghauri & Grgnhaug, 2005), including the circumstances of this

research.
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Case studies can be either a single case study or a multiple case study. A single case study is
akin to a single investigation and a multiple case study intensively focuses on a number of
cases (Yin, 2009). In case of single case study, the chosen case should be exceptional in
relation to established theory, or for any reason extremely unique and can reveal some special
notions. A multiple case study is preferred based on the aim of resulting in robust research
outcomes (Rowney, 2002; Silverman, 2010). Thus, the authors aim for conducting a multiple
case study. The cases should be selected with the prospect that they produce similar results
(literal replication) or produce contrasting results on predictable reasons (theoretical
replication) (ibid). This study can result in both literal replication in terms of the after-sales

service activities and theoretical replication regarding the manufacturer size.

4.5 DATA COLLECTION METHOD

There are several methods applicable to collect primary data sources, among these; the most
common ones are focus groups, in-depth interviews and surveys (Bryman & Bell, 2007).
There are distinctions of the various methods in suitability depending on the research
approach (Davies, 2007). Focus groups and in-depth interviews are suitable when working
towards a qualitative approach and surveys are more applicable for structured and quantitative
data collection approach (ibid). Since the approach of this thesis is a qualitative approach,

survey is out ruled and focus groups and in-depth interviews are further discussed.

e According to Silverman (2010), a focus group is an interview method which is conducted
in the form of a group, basing on stimuli provided by the researcher(s). The participants
are being observed and recorded when they have been asked a set of questions within a
specific topic and the participants discuss the matter of concentration (Bryman & Bell,
2007). The selection of participants for a focus group can vary. One way is to select
people that are unknown to each other for the sake of avoiding contaminating the session
by pre-existing styles of interaction or status differences. Another way is to select a
natural grouping where the group of participants comes from the same organization, such
as co-workers and students (ibid).

e Interviews are very likely to be the most commonly employed method in qualitative
research (Bryman & Bell, 2007), as well as the most important source of case study
information (Yin, 2009). The flexibility of an interview is what makes it so attractive
(Bryman & Bell, 2007). With such characteristics the respondent can show the direction to

take according to the interviewee’s responses and could possibly adjust the emphases in
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the research which could give a result with significant issues that emerge in the course of

the interview (Davies, 2007).

As in any research situation, the problem is the prescription of selection to which
methodology to adopt (Granot et al., 2012). Due to the purpose, problem, and structure of the
current thesis, a qualitative approach is necessary where a deep understanding of the subject is
sought. Qualitative data generates more value in identifying underlying causes as well as it
provides better understanding of processes (Granot et al., 2012), which is the aim pursued in
this study. Furthermore, in-depth interviews are referred to as a methodology which gives
pathways to provoke information related to the needs and motivations of the interviewee.
Hence, performing in-depth interviews will give extensive information on a company’s
motivations, underlying causes and their current processes (Granot et al., 2012). Due to low
accessibility to companies and managers, as their time is strictly limited and valuable, the
research will be conducted using in-depth interviews with consideration to a time frame.
According to Schuman (1982), the length of an interview should be determined before the
interview begins. A recommended time is 90 since the interviewee need to put experiences
and their motivations in context, anything more or less can be considered inconvenient for the
interviewee, but depending on the interest and insights from the interviewee, the time can be
extended (ibid). Controlling the interview session is appreciated to limit the time when
interviewers need to move on to the next interview or when the immense amount of material
has to be analyzed (Granot et al., 2012).

Due to the structure of the research problem at hand, an investigation of three companies in
three sizes from the same industry, selling the same kind of products on the same markets,
were needed to meet the objective of this study. Furthermore, the study investigates
companies that operate in the same area in terms of product and markets; thus, they could be
considered as competitors. A focus group, where managers from competing companies join
together to discuss detailed company issues, is may not be the best method to get the
managers to share information about the processes and practical aspect of the company.
Managers might not be willing to share information with competitors in order to protect the
company from the other players in the market. In-depth interviews are more suitable as the
companies, i.e. representatives or managers of the company can be kept anonymous,
compared to focus groups. In addition, the flexibility of in-depth interviews is of advantage
since interviewees can repeat or further explain their answers, in case technical concepts that

are not fully known to the authors are brought up. This kind of interference is less appropriate
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during a focus group where intense discussion is going on between two highly knowledgeable
managers. Therefore, the most suitable data collection method chosen is in-depth interviews.

4.6 DATA COLLECTION INSTRUMENT

4.6.1 OPERATIONALIZATION AND MEASUREMENT OF VARIABLES

Operationalization is a critical part of research in economics and other social sciences
(Machlup, 1978; May, 2011). It can be defined as the process of translating a theoretical
construct into measurable and observable variables by identifying empirical indicators for the
concept (Hox, 1997; Bell, 2010; Dyson & Brown, 2005; Saunders et al., 2009). In other
words, operationalization links a mental notion to quantifiable measures in real world
(Melcher, 2012). Thus, operationalization involves assembling a list of characteristics
representing the studied concept (Mouton & Marais, 1990; Adler & Clark, 2010). The list of
characteristics can vary for each research, even though they may operationalize the same
concept. This is related with the different natures of researches and complexity and multi-

facets of scientific concepts (Mouton & Marais, 1990).

Operationalization requires the researchers to exactly specify what concepts mean and how
they will be measured, in order to conduct a rigorous study (Johnson & Buberley, 2003).
Babbie (2009) highlights that, the measurements in the survey or interview guide should be
formulated as accurate and precise as possible. However, these two qualities do not come
hand in hand; a measurement can be very precise but not accurate (Babbie, 2009). Thus, it
leads to another significant issue to consider namely, relevance. Relevance relates to ensuring
that the developed questions measure what it is intended to measure (Eliasson, 2010). At the
same time, the questions should be comprehensive enough to cover the research questions
entirely (ibid). These requirements were considered and followed throughout the
operationalization process of this research.

Based on the literature review elaborated in chapter 2, the proposed research model was
developed comprising the most critical theoretical concepts in this study (see Figure 2). The
research questions of this study covered each activity of the model. Therefore, the proposed
research model served as the basis for the operationalization scheme, making certain that the

interview questions were relevant and comprehensive to the study’s focus.

To ensure accurate and precise operationalization measures, the concepts were theoretically

and operationally defined and the operational measures were derived from previous academic
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researches. The measures or questions were worded in simple and understandable form;
simultaneously, not underestimating the knowledge of the respondents. The detailed
operationalization schemes for each theoretical focus of this research are illustrated in tables 3
and 4. The tables include the interview question numbers, according to Appendix A,

reflecting each operationalized measure.
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TABLE 3: OPERATIONALIZATION OF AFTER-SALES

Concept

AFTER-
SALES

Conceptual
definition

Set of activities
taking place after
the purchase of
the product
devoted to
supporting
customers in the
usage and
disposal of goods
(Saccani et al.,
2007, p. 54)

Operational
definition

Set of activities
after product
purchase which
might enhance
customer
relationship
regarding
industrial
products.

Measures

Customer care
(Saccani et al.,
2007)

Field technical
assistance
(Saccani et al.,
2007)

Spare parts
distribution
(Saccani et al.,
2007)

Information
provision

Complaint
management

Warranty
extension

Check-ups

During/after
warranty
assistance

Product
disposal

Inventory
management

Delivery of
spare parts

Contact methods and persons (Saccani et al., 2007)
Availability (Saccani et al., 2007)

Speed of reply (Saccani et al., 2007)

Form of handling complaint (Saccani et al., 2007)
Speed of handling complaint (Saccani et al., 2007)

Form of handling warranty extensions (Saccani et al.,
2007)

Speed of handling warranty extensions (Saccani et al.,
2007)

Form of check-ups (Saccani et al., 2007)

Frequency (Saccani et al., 2007)

During warranty assistance (Saccani et al., 2007)
After warranty assistance (Saccani et al., 2007)

Product lifetime (Saccani et al., 2007)

Price for disposal (Saccani et al., 2007)

Speed of disposal (Saccani et al., 2007)

Stock management (Saccani et al., 2007)

Locations and number of warehouses (Saccani et al.,
2007)

Locations and number of repair centers (Saccani et al.,
2007)

Average speed of delivery (Saccani et al., 2007)

Price for delivery (Saccani et al., 2007)

Question
number

1.1,1.2,13, 1.4,
15

16,17

1.8, 1.9

21,22

2.3,23.1,23.2

24,25,26,2.7

31,311,312,
32,321

3.3,34
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TABLE 4: OPERATIONALIZATION OF CUSTOMER RELATIONSHIP MARKETING

Concept

CUSTOMER
RELATIONSHIP
MARKETING

Conceptual definition

Marketing is to
establish, maintain,
and enhance
relationships with
customer and other
partners, at a profit, so
that the objectives of
the parties involved
are met. This is
achieved by mutual
exchange and
fulfillment of
promises (Storbacka et
al., 1994, p. 22)

Operational definition

Process of maintaining
and possibly building
positive customer
relationships through
successful/profitable
and comprehensive
after-sales activities.

Measures

Service quality
(Storbacka et
al., 1994).

Customer
relationship
profitability
(Storbacka et
al., 1994)

Timeliness (time between placing and receiving order should
be short and consistent) (Bienstock et al., 1997)

Auvailability (orders should be consistently available in
inventory when ordered and preferably near buyer location)
(Bienstock et al., 1997)

Condition items (undamaged, accurate delivery of products)
(Bienstock et al., 1997)

Customer satisfaction drives customer relationship profitability
( Rust & Zahorik, 1993; Fornell, 1992, Grénroos, 1990;
Heskett et al., 1994; Reichheld & Sasser, 1990; Storbacka et
al., 1994)
o Order handling by manufacturer (Ruekert &
Churchill, 1984)
o Level of backorders of manufacturer’s products
(Ruekert & Churchill, 1984)
o Speed of delivery by manufacturer (Ruekert &
Churchill, 1984)

Question
number

4.3, 4.4,
441

45,451
46,46.1

28



4.6.2 INTERVIEW GUIDE

Performing an interview means to have a conversation where the researcher asks questions
with the objective of seeking information that is directly related to the research (Bailey,
2007). An interview guide is a brief list of memory stimuli of areas that should be covered
(Bryman & Bell, 2007). An interview could be similar to a casual conversation; however, an
interview with a purpose requires practice and ability to adapt to changing setting and
situations (ibid). The design features of a data collection instrument can have various
structures, and the most common types are: unstructured and structured interview, semi-
structured (Bailey, 2007).

Unstructured interviews are also referred to as informal interviews, involve little
standardization and guidelines (Bailey, 2007). Unstructured interviews tend to evolve, and
therefore researchers can ask its interviewees one question or many questions as well as ask
the questions in different orders. Little planning is involved in an unstructured interview
(ibid).

Structured interviews involve significantly more guidelines (Bailey, 2007). In a structured
interview the researcher asks specific questions in a specific order on all the interviews
conducted. It is strictly controlled and planned, even probe questions are designed beforehand.
The interviewer control the interview by deciding the order of the questions and setting the
pace, the interviewer’s job is to keep the respondent on track as a structured interview usually
has a scheduled time (ibid). Typically for a structure interview the intention is to verify
certain facts that might have been established and not to investigate the topic on a broader

perspective (Yin, 2009).

Semi-structured interviews are composed in such structure that it has a set of questions on a
topic that needs to be covered during an interview (Bryman & Bell, 2007; Bailey, 2007).
However, the respondent has a great deal of freedom to how to answer the questions and the
interviewer can get ideas from the answers as well as ask probe questions that were
unexpected (Bryman & Bell, 2007). Semi-structured interviews are regarded as flexible and

structured simultaneously (Bailey, 2007).

In this study, semi-structured interview guide were designed and conducted since the study is
probing to make a comparison of companies of various sizes. In undertaking this, same sets of
questions were asked to all three companies. The need for a plan and structure of the data

collection was preferable as to achieve some consistency in compiling the empirical data,
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furthermore, to be able to straightforwardly analyze the data as well as to be able to make a
conclusion of the study. The well-defined concepts of this study along with the measure
components are carefully developed indicate that a structured interview could be conducted.
However, the lack of experience the author’s possess in performing interviews and the fact
that students (the authors) meet managers (the respondents) designate that semi-structured
interview is more appropriate. It is applicable since if the respondents can speak freely and
he/she can potentially inform the authors of things that were unexpected which deserves
probing for developed answers. Therefore, semi-structured interviews are the most suitable

type for this specific study.

4.6.3 PRETESTING

Prior proceeding to data collection, a pre-testing, or also called expert-review period, is
crucial (Bailey, 2007). The pre-testing process is one of the mechanisms for monitoring
consistency between a study’s methodology and its content (ibid). With the help from experts,
the researchers can discover if the interview guide is too difficult to understand, if it is vague
and if it is too sensitive (Yin, 2009). After this process, the interview guide is intended to have
a more polished content (ibid).

During the pre-test process four experts in the field and researchers were asked. The first
researcher is a professor specialized in the area of relationship and service marketing with
vast research experience. The second researcher is a senior lecturer in Marketing with one of
its specializations’ being service marketing and the third researcher is a professor in
Marketing who intensively supported us during the methodology part of our research. The
final expert is a manager with knowledge of the industry as well as experience with after-sales
services. The experts tested if the interview guide is well-formulated and coherent, and if the
content of the interview guide is able to answer the research questions. The manager answered
the interview guide questions and verified its understandability, along with advice and
feedback. The aim of the pre-testing was to get a redefined and meliorated interview guide
and the experts chosen helped targeting that goal.

4.7 SAMPLING

Once the appropriate methods have been chosen, together with the decisions made regarding
the research questions and the overall strategy or approach, it forms in place the main building
blocks for the data collection (Robinson, 2007). There are many details to uncover before

moving forward, these details include the *who’, ‘what’, ‘where’ and ‘when’ questions. The
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‘why’ has been addressed when identifying the purpose of the project. The ‘who’ covers
which participants to involve in the research and how many are going to be selected. The
‘what’ and ‘where’ is the next step; in which ‘what’ discloses the overall setting for collecting
data, while the ‘where’ focuses on the geographical setting. The geographical setting can vary

depending on the researchers’ choice of investigating multiple cities as an instance (ibid).

Before choosing what kind of sample to explore, the researchers have to decide on what kind
of sample strategy they want to use, either; probability sampling or non-probability sampling
(Bryman & Bell, 2007). The non-probability sampling is used in small-scale research where
participants are hard to get hold of (Robinson, 2007). Flexible design research projects,
generally when following a theory approach, commonly use a purposive sample. The sample
includes people likely to be knowledgeable, influential or has an overall understanding within
the area (ibid). Gray (2009) explains that a qualitative research within multiple cases usually
involves purposive non-probability samples since it seeks to obtain insights into particular
details within a specific geographical area, context and time. The purposive sampling is
identified as a sample strategy which aims for getting an information-rich and in depth

research that helps understanding the research problem (Gray, 2009; Creswell, 2003).

This study, with the information provided above, uses a non-probability purposive sample
strategy. Since this study is a multiple case research and the aim is to get a deeper
understanding within the area of after-sales services there is no basis to choose a probability
sampling. Also, the target sample will be people with great knowledge within the studied

area.

4.7.1 SAMPLING FRAME

When conducting a research, a clear sample frame is of great importance. This sample frame
works as a guide to make sure that all aspects are cohesive with the problems investigated in
the research (Gray, 2009). Miles and Huberman (1994) advise that the best strategy is to
target those aspects that are most likely to extract the most comprehensive data. Having the
purpose and research questions in mind, it is recommended to choose a sample frame that can
answer the questions (Miles & Huberman, 1994). The sample frame is where the drawing of

potential respondents is conducted (Frey & Oishi, 1995).

Considering this study’s purpose and research questions, the frame becomes evident. What

the four research questions have in common is the after-sales services executed among the
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companies. In order to find organizations following the above criteria, Statistics Sweden was
used.

4.7.2 SAMPLE SELECTION

The main criterion behind qualitative research is the opportunity to learn (Denzin & Lincoln,
2000). The case study method is one of the main building blocks in qualitative research where
the researchers share an intense interest in the respondent’s personal views and circumstances.
The common question that usually arrives when collecting data is how many sample cases
one should have (ibid). According to Yin (2009) the discussion about sample size is
irrelevant, due to the fact that it does not have the general sample logic. It is possible to settle
for two or three literal replications when the theory is straightforward and the problem at hand

does not require an excessive degree of certainty (Yin, 2009).

Considering the aspects presented above, the decision fell on choosing three cases, one in
each size of small, medium and large. The organizations were categorized into the sizes in
terms of number of workers based on the chart developed by Statistics Sweden (Statistics
Sweden®, 2013) (see Table 5). Since the interest lies in gaining a deeper knowledge where
respondents’ personal views are highly important, this research does not pose the purpose of
drawing a general conclusion. Other factors affecting the sampling decision are the time and

resource limitations.

TABLE 5: BUSINESS CATEGORIZATION IN SWEDEN

(STATISTICS SWEDEN, 2013)

Number of employees

Small businesses 10 - 49
Medium sized businesses | 50 - 249

Large businesses 250 and more

32



4.7.3 THE SAMPLE

The cases used in this research are three different sized heavy equipment machinery after-
sales service providing organizations. They are located in Sweden and, taking the researchers’
time and resources into consideration, the organizations are mostly closely located to
Linnaeus University, Vaxj0. The large sized enterprise is located in V&xj6 city. Two
interviews were conducted with one specialist working with after-sales on a daily basis and a
manager of the relevant field. The medium sized enterprise is located in a city near Véxjo.
The small sized enterprise is located in the northern part of Sweden; thus, a telephone

interview was conducted.

4.8 DATA ANALYSIS METHOD

Analysis is synonymous with interpretation of information (Strauss, 1994). Qualitative data
analysis involves interpreting and communicating enormous mass of data collected and
presenting its most important features (Hancock et al., 2009). While the qualitative data is
usually acquired chronologically as the researchers progressively emerge into the subject, the
analysis is topic-oriented; thus, challenging the researchers to effectively move

chronologically and topically back and forth (Fischer, 1994).

Observations and interpretation of data should be consistent throughout the analysis process
in order to ensure reliability in later parts (Boyatzis, 1998). Furthermore, it affects potential
replication, extension and generalizability of the research. When there are multiple
researchers on a relatively equal level of knowledge and experience, it is useful to measure
their agreement throughout the analysis procedure to ensure more reliable analysis (ibid).
Thus, the analysis in this research was conducted individually by each researcher part by part
then discussions were held to decide upon a common view. Stake (2006) also highlights that
when conducting a multiple case study, the researchers must concentrate on each individual
case as if it was the only one; thus, working vigorously to extract vital information and

understand each case in depth.

Qualitative analysis comprises three concurrent flows of activities as defined by Miles and
Huberman (1994) namely, data reduction, data display and conclusion drawing and

verification.

e Data reduction: Data reduction, also called data condensation (Tesch, 1990), includes

activities related with selecting, focusing, simplifying, abstracting and transforming
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the gathered data (Miles & Huberman, 1994). In order to conduct this procedure the
data has to be transcribed in written form in advance. It is an ongoing process which
takes place from fieldwork until the final report occurring through various ways such
as selection, summary, paraphrase, subsume and so forth (ibid).

e Data Display: The gathered data needs to be assembled into an organized and
compressed form to overcome the disadvantage of immense mass of information,
resulting from qualitative investigations (Miles & Huberman, 1994). Extended texts
tend to overload the reader, thus, it is crucial to display information in an immediately
accessible and compact form such as matrices, graphs, charts and networks (ibid).

e Conclusion Drawing and Verification: This procedure involves noting regularities,
patterns, explanations, causal flows, propositions and possible configurations (Miles &
Huberman, 1994). It is usual that the researchers have the conclusions in mind from
the start of data collection. However, competent researchers are open and critical to
new aspects and proposals during the analysis process. Certain conclusions are more
and more verified as the analysis proceeds thus ending up with “final” wvalid

conclusions (ibid).

In this research, the recordings of in-depth interviews have been transcribed verbatim making
the data more transparent and accessible according to Clayman and Gill (2004). A transcript is
not a replacement for recording, it is rather a tool to be used together with the recording;
hence, unfolding both vocal and non-vocal activities. Moreover, transcripts allow experts and
others to assess analytic claims from the data independently (Clayman & Gill, 2004). Ritchie
and Lewis (2003) suggest tagging the transcript according to certain form of index with the
aim of linking it to theoretical constructs. Thus, the transcribed interviews were studied and
tagged according to the operationalization scheme which bridged the collected data and

relevant theories.

Further on, the transcribed and tagged information was filtered and comprised, and the most
relevant empirical data for this study is provided in text format in the following chapter. As
Miles and Huberman (1994) recommended, the data is also displayed in other forms than text

such as tables, presenting the main concepts in structured and illustrative way.

As final analysis procedure, the reduced and displayed data was studied for patterns, themes
and clusters in accordance to the proposed research model, and similarities and differences

among cases were explored in order to answer the research questions of this study and draw
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reasonable conclusions. The theoretical propositions explored in previous chapters have also
been used as guidance in data analysis as recommended by Yin (2009).

4.9 QUALITY CRITERIA

When conducting a research it is essential to confirm the rigorousness of the design method
disposed, a research never gets better than the level of quality employed in conducting it.
Rigorousness can be measured by the concepts of validity and reliability (Bryman & Bell,
2011). Validity represents the extent to which the study accurately investigates what it intends
to investigate. Reliability refers to the degree of consistency of the measurement instrument
(Hammersley, 1990). Particularly in qualitative research, methodologists have over the years
trying to set some guidance for researchers for improving or judging the quality of such
research (Seale, 1999). “Because a research design is supposed to represent a logical set of
statements, you also can judge the quality of any given design according to certain logical
tests” (Yin, 2009 p.40). Furthermore, there are a few commonly used tests/tactics which
assess the quality, mainly within social science methods, of the research design (Yin, 2009;
Rowley, 2002). Among these are content validity, construct validity, external validity, and
reliability (ibid).

4.9.1 CONTENT VALIDITY

Content validity, also known as face validity, concerns how well a measured concept’s
components actually represent the concept (Ghauri & Gregnhaug 2005). By letting experts,
authorities and knowledgeable managers in the specific field review the interview guide; it

would increase the content validity (ibid).

To ensure the rigor aspect of content validity for the research problem at hand,
operationalization structure and interview guide were sent to supervisor as well as examiner to
obtain useful feedback so that the interview questions could be further revised and improved
before the actual conduction of the data collection took place. This decreases the risk of being
questioned about the face validity.

4.9.2 CONSTRUCT VALIDITY

Construct validity regards the sufficiency in the operational set of measures (Yin, 2009).
Construct validity can measure and reduce subjectivity and it sets accurate operational
measures for the research model and concepts being studied, hence connecting data collection

guestions and measures to research questions and propositions (Rowley, 2002). The degree
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which an operationalization specifically measures the concepts it is supposed to measure can
be assessed by various tactics such as using multiple sources of evidence, establish chain of

evidence, have key informants review draft case study report (Yin, 2009).

Sources of evidence (i.e., previous credible researches) have been used to back up the
operational measures. Furthermore, to ensure that the operationalization step of the thesis has
been properly assessed, that the construct validity of the study is exploited, the interview
guide and operationalization work were reviewed by the authors’ supervisor and examiner to
get feedback and professional opinions on the procedures of developing the interview guide.
The interview guideline were sent out to the interviewees before the actual interviews were
conducted, this due to the complexity of the topic questions, meaning that the interviewee
might need some time to prepare the answers before the interview, decreasing the potential
errors to occur during the interview session. In addition, the interviews were recorded
throughout the sessions to give the possibility to recall the interview after the session is over.

These tactics are elimination of errors that can affect the result of the study.

4.9.3 EXTERNAL VALIDITY

External validity concerns if the study and outcome can be generalized and confirmed through
another context or another group within the population (Yin, 2009; Rowley, 2002). The external
validity criteria have its main focus to establish a field to which a study’s findings can be
generalized (ibid). The external validity problem has been a leading problem in conducting case
studies (Yin, 2009). One case study does not provide sufficiency to induce a generalization over
the population studied, it is therefore recommended to replicate logic in multiple case studies so
that a pattern can be identified and a broader overview can plausibly be established. External
validity attempting is performed by using theory in single case studies, use replication logic in

multiple case studies (ibid).

Depending on the research problem and the outline of meeting the problem in this study, multiple
cases of cross-sectional analysis will be carried out. However, the research problem is to compare
company sizes and their after-sales offers, how these offers differ and how these impacts on
customer relationship. Due to the low accessibility to companies to investigate, only three
companies, one of three different sizes were investigated and hence the external validity is
considered low, and a generalization cannot be drawn, only assumptions will be made. For future
investigations, the careful reported and described case study protocols and database enable for
further research in a broader sense and can possibly make a generalization by replicating the

study.
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4.9.4 RELIABILITY

The reliability criteria refer to demonstration that the operation of a study can be repeated
with the ability to obtain the same results (Yin, 2009; Rowley, 2002). Another researcher
should be able to repeat the actual study and yet show the similar results. However, reliability
criteria are not the same as replicating the study for testing the external validity; it is with the
purpose of eliminating incorrect answers (Yin, 2009). Tactics to test the reliability are using

case study protocol and develop case study database (ibid).

Every step and decision that has been taken throughout the study has been discussed and
justified; the available operationalization and interview guide as well as the thorough reported
empirical data makes it possible for replication of the study. The report of case study protocols
and database empower the reliability of the study as it can be replicated by someone else to ensure
the consistency of the study.

In conclusion of this chapter, the choices regarding the methodology of this research are

summarized in table 6.

TABLE 6: RESEARCH METHODOLOGY SUMMARY

Research Methodology

Research Approach Deductive
Qualitative

Research Design Descriptive

Data Sources Primary

Research Strategy Multiple case study

Data Collection Method Interviews

Data Collection Instrument = Semi-structured interviews

Sampling Three cases: one large, one medium and one small after-sales service

providers in Swedish heavy equipment machinery industry

Data Analysis Method Data reduction, Data display, Pattern matching and conclusion drawing

Quality Criteria Validity and Reliability
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5. EMPIRICAL DATA

In this chapter, empirical data collected from the three cases are presented. It discusses each
case starting from the small size organization to medium size organization and proceeds to
the large size organization. Each company is briefly introduced and the gathered data is
presented in accordance with the study’s theoretical concepts; namely, customer care, field

technical assistance, spare parts distribution and customer relationship marketing.

General information, regarding the companies investigated in this multiple case study, is
presented in table 7. The collected empirical data is elaborated in case by case in the
following sections. While case A and B are both Swedish manufacturers of heavy equipment
machinery; case C is rather special. Case C is an organization carrying out after-sales
activities for one very large manufacturer. Due to the complexity and huge size of the
manufacturer, they have transferred its after-sales activities to company C. Since Company C
is only responsible for providing after-sales services, all its employees were considered to

work with after-sales services.

TABLE 7: GENERAL INFORMATION ABOUT THE CASES

Case A Case B Case C
Number of interviews 1 1 2
o After-sales Customer care | Spare parts
Position of the respondents Stock manager
manager respondent manager
Years of employment at the
o 20 years 23 years 5.5 years 11 years
organization
Years of experience in the
) 25 years 23 years 8 years 16 years
industry
Number of people working at
17 110 448
the company
Number of people workin
) Peop ] J 8 448
with after-sales service
Year of establishment of the
1940 1983 1999

organization
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5.1 CASE A — SMALL SIZE ORGANIZATION

The small size organization, or Company A, develops, manufactures and markets certain
heavy equipment machineries, primarily focusing on the Scandinavian market through their
distributors. The interview was conducted with an after-sales manager who has been working
for 20 years in Company A with a total of 25 years of experience in the industry. Company A
has two people working within the focus on after-sales; the distributor network is mostly
responsible for handling the after-sales services.

5.1.1 CUSTOMER CARE

Information provision:

Technical as well as commercial information are provided both in electronic and paper form.
The customer can choose which form according to their own preferences. In case of direct
contact, customers have the options of contacting Company A through telephone, e-mail and
fax. However, the most common contact method to reach the company is through telephone
and e-mail. Company A does not charge extra for telephone calls, thus, the rate is the same as
a normal telephone call. Regarding the speed of reply, telephone calls are answered
immediately during the opening hours 07.00-16.00; e-mails can take longer time depending
on the content, in some cases they may need to contact their suppliers to get answers before
replying the customer. Company A does not have specific policies regarding speed of reply.
However, they aim to answer as soon as they can. Besides, they do not have responsible

personnel for specific customers.

Complaint management:

The complaint handling process strongly depends on the particular issue. For instance, in case
there is a defect in a product, there is a specific procedure to follow; the customer needs to
send the product back with a detailed description of the deficiency. Concerning some
complaints, they are able to solve the complaint directly, while in other cases it is not possible
to take any actions before receiving information from the suppliers. In general, the process
takes a lot of time, with the average speed of complaint management being 1.5 month. There
are no official policies regarding complaint handling; the internal goal is to solve issues in a

period of one month. However, they are not able to reach this objective yet.
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Warranty extension:

There is a single type of warranty for all products. It is not possible to extend the warranty of
all components. The components that are possible to extend are usually the expensive ones
such as driveline. The speed and process of warranty extension takes just few minutes since
Company A is a small size enterprise so they are able to put it on the contract flexibly.

5.1.2 FIELD TECHNICAL ASSISTANCE

Check-ups:

Company A does not provide the check-ups themselves. This task is carried out by their
distributors. There are also no visits made to the distributors. The company usually calls their
distributors to discuss what is going on. The customers have access to a website where it is
visible if they need any check-ups and program updates. Company A does not visit customers

but it has happened before in very seldom occasions.

During and after warranty assistance:

Customers can always call the company for field technical assistance during and after
warranty time. As mentioned earlier, there is only one type of warranty for purchase of a new
machine. It usually is based on a time limit. It is also possible to purchase a spare parts
warranty. The greatest advantage, that Company A desires to provide customers, is to ensure a
high degree of capacity utilization of the machine. The customer should be able to use the
machine constantly without the machine impeding. During the warranty time all costs are
covered by company A.

Product disposal:

The average product lifetime of the vehicles is around 10-15 years. There is also the
subcategory of machines which are not used on a daily basis. Regarding those products, the
average lifetime can be around 25 years. There are even machines from 1970s which are
operating and their spare parts are still available. When it is not possible to obtain spare parts
anymore, that is the definitive reach of the product lifetime. Company A does not offer
product disposal service. Other waste management around Sweden takes care of the product
and spare parts disposal quickly by directly picking it up from the customers. But, they are not

related to company A.
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5.1.3 SPARE PARTS DISTRIBUTION

Inventory management:

Company A has 15 warehouses located in 15 different cities in Sweden and there are 2 repair

centers in Gothenburg and Stockholm.
Delivery of spare parts:

Average speed of delivery of products and spare parts takes approximately one day, but it
varies in relation to the delivery destination. In some regions, it may even take one hour
depending on the distributor and location. The customers are provided with two options of
delivery: normal or express which they have to pay for the entire delivery costs. However,
there are few customers who are not required to pay the delivery fee. It does not necessarily
depend on the specific customer rather it depends on the existing contract with suppliers and

distributors.

5.1.4 CUSTOMER RELATIONSHIP MARKETING

Service quality:

Company A does not have any formal goal for providing after-sales. However, the company
sees after-sales as an opportunity for new sales. They consider that if they do a good job
providing after-sales services, they have prepared half the effort for selling a new machine. If
the after-sales service is done correctly, they will be able to sell new machines in the future
when it is time for a new purchase. The profit created from after-sales service has not been

calculated in a formal way. However, the interviewee estimates it as very high if handled
properly.

The company has not measured the occurrences of delivery delays. The interviewee expresses
that it does happen, but in most cases it is not under their control, usually the delivery
companies cause the delays. Company A does not have an exact number of the defective
products delivered to customers, but estimation would be around 20 times per year. The most
common defects are broken glass windows and other fragile features. Inaccurate deliveries of
products happen due to misinterpretations or mistaken description by customers or customers

ordered the wrong parts.
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Customer relationship profitability:

The orders are made through telephone, personal meetings and online. The most common way
of placing an order is online. Company A has a special network dedicated for customers to
place orders. In general, the company is able to cover 85% of the requests or orders. Then,
there are 6-7% requests which cannot be satisfied due to facts such as the machine being too
old and the parts not being produced anymore. For new machines, they might have 15%
requests that they do not have in stock. There is no average number of days of backorders, the

company aims for providing the missing product as soon as possible.

The interviewee considers after-sales services to be extremely important. If the customers get
their after-sales services they need and they are assured that their machine will not stop
operating, they will return to the company and seek their help. Otherwise, the customers will

go to a competitor. Thus, it is very important to have a good relationship.

5.2 CASE B — MEDIUM SIZE ORGANIZATION

The medium size company, also referred to as company B, provided the research with a
respondent who is the stock manager with 23 years employment in the company. The
respondent has been working at Company B throughout his career thus achieved a total of 23
years of experience within the industry. In company B, there are eight people working with

after-sales services.

5.2.1 CUSTOMER CARE

Information provision:

Company B provides their customers with technical and commercial information using
brochures and their website; moreover, the customer can also get the information digitally. In
terms of contact methods, the available methods are telephone, e-mail and fax and the most
common method for Company B is today e-mail. No additional cost applies for customers to
call the company; customers are being charged the normal call rate. Every weekday from
08.00-16.00, except for lunch hours 12.00-13.00, the company is ready to answer calls and e-
mails. Telephone calls are answered directly while answering e-mails differs. Depending on
each individual case, Company B prioritizes the e-mails. The company’s procedure is to
prioritize cases where the customer reports a machine that is standing still, and less urgent
cases are postponed to be answered after sorting out the crucial cases. The aim for Company
B is to answer the customer, regardless the contact method, as soon as possible, though they
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do not have a written policy on speed of reply. As mentioned, Company B has eight people
working within after-sales and they all have the same responsibility to handle customers in the

same way. These eight people work towards meeting the customers’ needs as fast as possible.

Complaint management:

Company B has different procedures for handling complaints. Major customers should fill
out a form and e-mail it to them. Smaller customers can call and express their complaints
directly on the phone. Again, Company B judges the individual cases of complaints and makes a
prioritization of the seriousness of the complaint. In handling complaints, Company B gives an
answer to their customers within 24 hours. In more serious cases, they handle it even faster. Moreover,
some of the company’s contractual customers have required a response time of 3-8 hours. Otherwise,
there are no written policies for the speed of handling complaints, but company B’s goal is to meet the
customers’ demands as soon as possible. They see the importance of listening to the

customers and act accordingly, this concerns big as well as small customers.

Warranty extension:

In terms of warranties, there is only one sort of warranty offered to company B’s customers. It
is a standard warranty formulated by the machine entrepreneurs of Sweden. Rules, regulations
and the contract with machine entrepreneurs make it hard to formulate their own warranties.
Moreover, it is possible to expand the warranty; this is handled during the purchase of the
product. That is the only occasion where their customers can expand the warranty; it is too
late to request an extension on the warranty after the point of purchase. The request to extend

warranty takes a few seconds to arrange. They just need to include it into the contract.

5.2.2 FIELD TECHNICAL ASSISTANCE

Check-ups:

Company B provides their customers with check-ups; they prefer to do it themselves rather
than relying entirely on the distributors. Depending on what was formulated in the warranty,
the company will provide check-ups provisional on how many hours the machines have been
operated. The first check-up is after 500 hours, then after that, 1000 hours. After the second
check-up they will not be as frequent anymore, it is the first 1000 hours that are crucial.
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During and after warranty assistance:

It says on the warranty contract. During the warranty validation period, the customers do not
have to pay for anything; the cost is covered by company B. The warranty is set to vary
depending on the use of the machine. Some customers may use the machine for few hours per
week while others may use every day. Consequently, the warranty may differ. The
interviewee considers the warranties to be same as the competitors since they are part of the

machine entrepreneurs of Sweden.
Product disposal:

Company B’s vehicles that were built in 1980s are still functional and therefore the product
lifetime of their products is indefinite, but the Company B expresses that the machines built
today should be functional for at least 15 years. When machines have become old, Company
B buy the customers’ machine back and try to fix whatever is possible, could also be spare
parts that are fixable to be sold again. Company B tries not to waste what is repairable and
functional. The speed of taking the machine out of the customer’s hands is as soon as possible

after their request. The machine is then taken to the repair shop to be fixed.

5.2.3 SPARE PARTS DISTRIBUTION
Inventory management:

Company B has one major warehouse located in Ljungby, this warehouse contains more than
32 000 articles of spare parts. Some of the parts are distributed to their distributors, but the
main warehouse is located in Ljungby. There are 18-22 locations for warehouses and repair
centers spread around entire Sweden. Since the company aims to provide the repairs

themselves, the main repair center is in Ljungby.
Delivery of spare parts:

Company B delivers the ordered products and spare parts the same day if the order is made
before 14.00. Otherwise, the order will be delivered the next day. These estimations apply in
case the ordered part is available, but, it is very unusual to run out of stock due to excellent
ERP system. Regarding the delivery fee, Company A covers the costs until carrier and from
carrier to the customer’s location the customer has to pay. However, it can be stated otherwise

in the initial contract between the company and the customer.
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5.2.4 CUSTOMER RELATIONSHIP MARKETING

Service quality:

The interview states that selling a product is not a difficult mission; the real mission starts
when the customer has bought a product. The profit generated by after-sales services has not

been calculated but the interviewee estimates it to be a huge part of the overall profit.

Delivery delays occur sometimes and are mostly caused by the delivery company. In regular
intervals, defective products delivered to customers occur. Usually, the defects are in the parts
that Company B does not produce. Inaccurate deliveries of products occur since there are
many kinds of machines consisting of different parts and features; it is human that mistakes

occeur.
Customer relationship profitability:

The most common way of placing an order is through e-mail. Telephone ordering is also used
and customers in the area visit the factory and make an order on the spot. Currently, it is not
possible to order on the web which they are planning to adopt in the future. The plan is to
apply a system for online ordering within the next two years. Backorders occur seldom, but it
depends on the kind of component the customer is requesting. Company B has a system that
automatically places an order for components which are running out, either they are produced
by Company B or ordered from a distributor. In case of backorders, it may take up to 1-2
weeks if the company produces the order. For distributors, the backorder days vary depending

on the ordered product.

The interviewee considers that after-sales services definitely influence the relationship
customers. The customer will change the brand if after-sales service is not handled in the right
way. Since the competition is intense, the customers have to be nurtured after the purchase in

order for the customer to buy new products in future cases.

5.3 CASE C — LARGE SIZE ORGANIZATION

The large size company, or Company C in this case, is a distributor to a major manufacturer
of heavy equipment machinery in Sweden. Two respondents were interviewed and the
conducted interviews were with a customer care respondent with 5 and a half years
employment at the company and 8 years of experience in the industry, and a spare parts

manager with 11 years of employment in the company and 16 years of experience in the
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industry. Company C works only with after-sales services, thus it has around 400 employees

in total.

5.3.1 CUSTOMER CARE
Information provision:

Company C provides technical and commercial information through their website where
customers can visit to find information. For further technical information, the customer can
make an order from the company and they will receive books and brochures containing the
information they seek. Moreover, this kind of information can be found online together with
spare parts, which they then can order. To access the spare parts online it is required that the
customers have an online account of the company. Company C also has its own magazine

where they try to spread information to customers.

Even though Company C provides telephone, e-mail and fax as contact methods, the most
common method for the customer to get in contact with the company is via telephone. 95% of
company C’s customers call and only a 0.1% of the customers send e-mails. There is also the
availability for the customers to come directly into the office for any kind matter it concerns
or even send text messages to order spare parts. Furthermore, no additional costs account for
the customers when they call. Apart from the normal telephone rate, the company does not

charge any extra fees.

The regular opening hours are 07.00-16.00, and the spare parts distribution department is
open 30 minutes extra. The extra 30 minutes is due to company C’s consideration to their
customers. According to company C, the customers finish their work around the time of
closing time, and they might need some spare parts in order to prepare for the next day of
work, therefore Company C remains open another 30 minutes for them to get a chance to
come and get the parts. This is an additional service for the customers’ convenience.
Additionally, the spare parts manager highly aims for being available to customers and thus,

is ready to receive phone calls anytime.

The average speed of reply is very short when calling; there are people answering phone calls
in many departments. Especially, at the repair shop department there is no waiting time. There
is no written policy for speed of reply since Company C answers customers with very low
waiting time. However, solving their request can take many days depending on the case.

There is not assigned contact persons for specific customers. However, employees have
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different responsibilities and most customers have certain workers they like to call and contact
them directly.

Complaint management:

There are market researches which contact customers after a certain time following the
purchase and technician visit, in order to investigate their opinion about the service and so
forth. If the researches discover certain dissatisfactions, the responsible department tries to
take care of it. In case the issue involves several departments, a meeting is organized to solve
the problem as soon as possible. It is not practical to call the customers several times a month;
it is rather preferred to call them few times during a year, not to irritate them. The complaint
handling usually focuses on listening to the customers. The responsible person who could
solve the complaint is contacted and tries to satisfy the customer. Company C greatly focuses
on making customers happy and satisfied, and in their experience, they have handled
complaints well so far. There is no specific procedure or policies when it comes to complaint
management. Although, there are no measures currently, Company C is working on a solution

for it.
Warranty extension:

There is a primary one year warranty included for all spare parts. For new machines, there is
also one year warranty; additionally, a maintenance agreement, excluding travel costs, for two
years can be purchased as well as a three year warranty which can be expanded up to 10 000
hours. However, the last option is very expensive since it covers 5 years and customers rarely
purchase it. Additionally, there is driveline warranty, component warranty and repair
agreement which covers labor costs. The buyer has to decide on the warranty upon purchase
or there is half a year time to decide on an agreement. For spare parts, it is not possible to

obtain an extended warranty.

5.3.2 FIELD TECHNICAL ASSISTANCE

Check-ups:

Company C provides check-ups in case a customer seeks specific assistance or large
reparation is made. They also aim for a proactive approach to discover potential problems
before it occurs. Thus, there are technicians working at the organization who have huge
responsibilities. The maintenance and services occur at the location of the customer since

transporting huge machines is costly and it is the most convenient way for both customer and
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them. The check-ups are considered as a daily work at Company C and there are some
technicians, who work alone and are constantly travelling and meeting customers. Due to the

proactive approach, the check-ups are quite frequent.
During and after warranty assistance:

There is no specific during and after warranty field technical assistance. Company C only
provides demonstration of using the machine following the initial purchase by sending a
person to the customer. Additional components can be included to the general warranty. All
warranties cover travel costs for field technical assistance. In case of damaged spare parts,

they have to be sent back and are replaced with new ones.
Product disposal:

The lifetime of the product depends on the machine; the average is around 10 years. The
newer machines have shorter lifetime compared to the older models, due to a lot of electronic
gadgets within the machine which do not last long. It is also influenced by the developing
environmental requirements where the machine is not up to date anymore and does not meet
the new requirements. The newer machines are much more environmentally friendly and
some old machines are not even allowed to operate anymore. But, there are still machines
from 1960s that are functional although there are no spare parts available in the market
anymore. There is not a formal product disposal service offered to the customers. Company C
buys back the old machines which are still functioning; after fixing them they are resold.
However, machines that are out of function are not bought back. The used machines have a
certain second hand value and waste management companies are willing to take care of the

product disposal for the customers.

5.3.3 SPARE PARTS DISTRIBUTION

Inventory management:

There are 42 warehouses and repair centers from north to south part of Sweden. The

warehouses and repair centers are together.
Delivery of spare parts:

The average speed of delivery of products and spare parts are 2-3 days. The customer can also
directly come to the center and receive the desired spare parts since there is large number of

products at the warehouses. There is large number of spare parts in the warehouses, thus, most
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of the demands can be met without contacting producer. The customer pays for the delivery
costs. Different delivery fees are credited depending on the weight of the package. There is

still the option to pick the order up at the office without paying for any delivery.

5.3.4 CUSTOMER RELATIONSHIP MARKETING

Service quality:

The goal for providing after-sales services is expressed by one of the interviewees as to get
satisfied customers and on the company website it states that it is to live up to the demands of
the customer and always make improvements. In addition, an internal goal of Company C is
to have every other machine purchased in Sweden to be the product of the organization. The
better the service they provide the higher the chance is to fulfill this goal. The spare parts
distribution is the largest part of all after-sales activities conducted by Company C and it

results in the most profit while the repair shop department produces the least profit.

Product delays are considered to occur every week. The main objective is to not to promise
something that is not kept. Thus, as long as the customer is informed beforehand about a
change in delivery time, they do not consider it as a delay. Most delays are due to suppliers in
the supply chain and other factors that are not under company C’s control. Delivery of
defective products occurs once in a while and in the Vaxjo office, it happens with an
approximate interval of once a week. The inaccurate deliveries of products also occur around
once a week. The reason behind it can vary; it can be due to human factors, or wrong
information on the computer, or sometimes it can also be due to wrong deliveries from the

supplier.
Customer relationship profitability:

The most common method of placing an order is through telephone. There is also an e-
commerce platform, where customers can make orders online that is getting increasingly
popular. Moreover, orders can go through the manufacturer. Backorders happen every day at
the warehouses; it is also closely related with the strategy the supplier is applying. In some
cases, the supplier might reduce products in warehouses in order to save money which as a
result affects the operation of company C. The backorder days varies from 2-3 days to few
months depending on each case. The usual number of backorder days is one; but, sometimes

the order might not be in product selection anymore thus it can take months.

49



After-sales services definitely influence the relationship with customers. The customers
choose Company C based on their many locations in Sweden and their fast provision of spare
parts and large number of technicians. Since the customer has purchased the machine for high
investments, it is crucial for it to be reliable. Thus, service is critical. The customer will not
buy another machine if the after-sales service was not taken care before. The customer will go
to a competitor, which further on influences the reputation of company C. If they do not

deliver good service they will quickly lose customer.
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6. DATA ANALYSIS

The data analysis chapter presents a cross-case analysis of the collected data, elaborated in
the previous chapter. The cross-case analysis follows the theoretical framework of this study;
the main concepts being customer care, field technical assistance, spare parts distribution
and customer relationship marketing. This chapter is also dedicated towards setting the basis

for answering the research questions.

6.1 CUSTOMER CARE

Customer care can be distributed to different levels such as through centralized call center,
manufacturer’s website and local repair centers which support customers with commercial
and technical information, complaint management and warranty extensions (Saccani et al.,
2007). Each of those individual services is discussed across the different cases in the
proceeding sections. There is an increasing awareness of the importance of customer care as
an operative tool towards a strategic role in terms of customer relationship (Kantsperger &

Kunz, 2005) which was also evident in the studied industry, heavy equipment machinery.

6.1.1 INFORMATION PROVISION

Table 8 presents a comparison among the cases of the major activities of information
provision. When it comes to information provision, the customers are offered with different
options and clearly the options are more advanced with bigger sizes of companies. The small
sized firm provided information in paper and electronic form while the medium sized firm
added the options with their informative website and finally, the large sized company had
created an online account system for customers and they made it also possible to receive
relevant information as books. The large sized company successfully utilized the advantages
of internet which makes it possible to have more touch points with customers and it also
makes it easier to perform the activities of customer care as stated by Earl and Kahn (1994).
The small and medium companies will most probably utilize internet as part of their customer

care in the near future.

None of the cases had centralized call centers. However, the contact methods were the same
and contacting through telephone as well as e-mails were common. In addition, no further
price was charged for telephone calls, normal telephone rate applied for all cases. Company C

highlighted its availability through telephone and this may be a more personalized way of
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offering service (Saccani et al., 2007). The medium sized organization did not achieve the
fast speed of reply on the level of company C; however, they do have a prioritization

procedure unlike the small size organization which does not have any set procedure.

Kantsperger and Kunz (2005) claim that customer care involves providing advice in financial
affairs and managing relationships with key accounts; however, none of the cases gave
financial advice and they did not have key account since there was no assigned contact person
for specific customers. Providing financial advice and key account management may be
applicable to certain industries, but in these cases, it did not apply in the industry of heavy

equipment machinery.
TABLE 8: INFORMATION PROVISION
Information provision

Case A Case B Case C

Brochures, books,

Technical and commercial ~ Paper and electronic Brochures, website ) ]
magazine, online
form

information provision and digitally

account, website
) Telephone, e-mail and | Telephone, e-mail and | Telephone, e-mail and
Possible contact methods

fax fax fax

Most common contact

Telephone and e-mail = E-mail 95% telephone

method
No extra fee — normal

No extra fee —normal | No extra fee — normal

Cost of direct calls

call rate call rate call rate
07.00-16.00 plus 30
o 08.00-12.00 13.00- )
Availability 07.00-16.00 minutes for spare

16.00
parts

No prioritization. May o
Prioritization of e-

Replying to customers

Contact persons for certain

customers

take long time when
answers from
suppliers are needed
No specific contact

persons

mails based on

importance of the case

No specific contact

persons

Immediate reply for

telephone calls

No assigned contact

persons

None of the cases had any sort of policy on speed of reply; this could indicate that it is not

necessary for this particular industry. On the other hand, it may be an attribute that the
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companies can develop in the future. The availability of the after-sales providers was
relatively similar. However, case C or the large size organization provided 30 minutes
additional service in order to serve customers after their working hours. Kahn (1995) argued
that organizations operating in the automotive industry have fairly similar offers and their
major competitive factors lies with their service quality including friendliness, availability and
trustworthiness. It can be suggested by company C’s features and attitudes that they highly
aim to be available to its customers through their fast replies and extra opening hours. As the
authors have personally contacted all the investigated organizations numerous times, it was
observable that Company C met their promise. When making a telephone call to company C,
during the opening hours, it is certain to receive an answer immediately without long waiting

lines which can be a significant asset to their customers in need.

6.1.2 COMPLAINT MANAGEMENT

Poorly handled complaints can lead to lack of trust between the customer and the provider,
which further on impacts the relationship between the two parties, highlighting the importance
of complaint management (Bejou & Palmer, 1998). In case A or the small size manufacturer,
there is no specific procedure to handle complaints which is understandable since there are
only two people working with after-sales service full-time. The two employees can flexibly
discuss complaints as it occurs based on their experience and knowledge without setting
regulations beforehand. Case B or the medium size company prioritizes the complaints
depending on the seriousness of the case and the size of the customer. In comparison to
company A, their approach is far more regulated. Finally, case C has taken a proactive
approach where customers are contacted before they have expressed their dissatisfactions. In
order to effectively utilize this approach, Company C has turned to market professionals
specialized in the task. The different ways of dealing with customer dissatisfaction strongly
shows the differences that come along with firm sizes. Yet again, there are no stated policies
regarding the speed of complaint management, which could designate that this is a point to be

developed. A summary of complaint management process is shown on table 9.
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TABLE 9: COMPLAINT MANAGEMENT

Complaint handling
procedure

Complaint management

Case A

The procedure
depends on individual
case.

- Some complaints
can be solved directly
- Actions upon
receiving information
from suppliers

- Send product back
with description of
defect

Case B

It varies depending on
the customer and the
case. Cases are
prioritized based on
seriousness.

- Major customers fill
out and e-mail a
standardized form.

- Small customers
express complaints

directly by phone.

Case C

General market
research of
satisfaction after
purchase by
professionals.
Customers are
contacted several
times a year or in case

of significant change.

6.1.3 WARRANTY EXTENSION

In the three case studies, each warranty offer differs as shown on table 10. Case A offers one
warranty that apply for all its products which may relate to the relatively low number of
products they are trading. Case B offers a standard warranty formulated by the machine
entrepreneurs of Sweden that according to them limits their flexibility in warranties. Case C
offers warranty of various kinds; the offers are significantly more than in case A and case B.
The two interviewees from company C, namely the spare parts manager and customer care
respondent had different levels of knowledge regarding the warranties. The spare parts
manager was not aware of all the types of warranties while the customer care respondent
could fully explain each of the warranties and agreements that are available at company C,

indicating their knowledge on different levels.

The speed and process of warranty extension is among the cases fairly similar; it is not
possible to extend warranty on all products, and the extension has to be done at the purchase
of the product or after some restricted time, such as six months for case C. However,
Company A expressed that they can be flexible and can in some cases extend their warranty
features, when the customer highly desires it. As mentioned, there are only two people
working with after-sales in company A, thus, they seem to be able to be far more flexible and

personalized compared to the medium and large enterprises.

54



TABLE 10: WARRANTY EXTENSION

Warranty extension

Case A Case B Case C

Standard warranty of
one year. Optional 2,
Warranty formulated | 3, or 5 years warranty,

Single type of . ) o
according to machine | driveline warranty,

Warranty types warranty for all

entrepreneurs of component warranty,

products )

Sweden. maintenance
agreement and repair
agreement.

Not possible to extend ) ) Warranty decision

It is possible to extend

) all components. Some upon purchase and
Warranty extension ) the warranty at the )
o expensive ones are ) half year time to

possibility ) point of purchase and )

available for decide on any

) not afterwards.

extension. agreements.
Speed of warranty ) ) ]

Few minutes Few minutes Few minutes

extension

6.2 FIELD TECHNICAL ASSISTANCE

Saccani et al. (2007) have described field technical assistance as the assistance provided from
seller to buyer where the buyer can receive encompassing installation, warranty work as well
as out-of-warranty repairs, product disposal and check-ups. The field technical assistance
activities differed for each of the investigated cases. As Russell (2008) states in his article,
outsourcing of field technical assistance occurs as a consequence of the activity being highly
time and cost consuming; this is the case of Company C since it handles all after-sales
activities for a huge manufacturer. Company C is the only after-sales provider of the
mentioned manufacturers’ products in Sweden. Thus, the reputation of the manufacturer and
Company C is closely related. Armistead and Clark (1991) mentions that outsourcing is
favored by companies that needs to serve a large and geographical scattered service volume.
Company C, which serves one of the largest manufacturers in their market fits in this
description since the huge manufacturer is well known and has established a global brand and

therefore, needs to serve a large and geographical scattered service volume.
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6.2.1 CHECK-UPS

Company B executes the field technical assistance activities themselves, Company C
conducts it as an outsourced organization itself, whereas Company A allows their contracted
distributors to take care of the check-up activities (see table 11). Company B and C are a
good example of what Russell (2008) describes as what a customer expects from a business-
to-business seller. It has a high level of availability; since the companies are selling highly
technical machines the buyer might encounter issues that need to be fixed fast. Company B
takes care of all its field technical assistance as well as check-ups, it is stated in the interview
that the company prefers taking care of check-ups and field technical assistance themselves in
order to take full responsibility of their products and build a close relationship with its

customers.
TABLE 11: CHECK-UPS
Check-ups

Case A Case B Case C

Distributors are
responsible for check-
o ups. Company A Provides check-ups Reactive as well as
Provision of check-ups ) ] )
discusses with themselves proactive check-ups
distributors through
telephone for updates.
. Customers are
First check-up after ) )
) contacted via phone in
500 hours of operating .
. case of specific
the machine. Second )
Frequency of check-ups - assistance or large
check-up at 1000

reparation is made.
hours and less

Frequent visits by
frequent after that. o

technicians
The companies also differ on how frequent they provide check-ups, since Company A, or the
small size enterprise, does not provide the check-ups themselves, they have telephone contact
with its distributors to get an idea of the situation. Company B, the medium size enterprise,
has a more established way of supplying check-ups, the customer will receive check-ups after
the machine has been used 500 hours and then after 1000 hours. Company C or the large size

enterprise has no established way of providing check-ups; however the company has
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technicians continuously working at site and is able to provide check-ups if the customer
requests it. Additionally, Company C has a routine of calling the customer after large
reparations are made. This again indicates the proactive approach of the large size

organization.

6.2.2 DURING AND AFTER WARRANTY ASSISTANCE

As Chien (2007) stated the main purpose of warranty is to provide an after sale remedy for the
customer when a product fails to meet its intended achievement during a certain period.
During the stated period, the manufacturer is obligated to ensure orderly functioning of the
product (Bischke & Murthy, 1992). In the heavy equipment machinery industry, the average
warranty period is around one year where all costs are covered according to the studied cases.
Table 12 presents a summary of during and after warranty assistance of the studied cases.
Since the large organization had extensive choice of warranties, the warranty period could be
arranged up to 5 years which is half of the entire product lifecycle of their machines.
However, contracting the 5 year warranty is very unusual since it is expensive to purchase
from the customer’s side.

TABLE 12: DURING AND AFTER WARRANTY ASSISTANCE

During and after warranty assistance

Case A Case B Case C

- All costs are covered

by company A.
- There is a single - Very extensive
- All costs are covered )
type of warranty warranties
o by company B. ] )
which is based on - Field technical
o - The warranty can ) o
Warranty features time limit. ) ) assistance provided is
) differ depending )
- The company aims product demonstration
) hours of usage of the .
to provide assurance ) at customers’ location
machine per week.
that the purchased after purchase.

machine will not stop

working.
Providing warranties is very costly for manufacturers (Chien, 2007). Thus, the resources of
the organizations may have a significant role when providing warranties and other field
technical assistance. This can be derived from the fact that the small organization outsourced
its field technical assistance to their distributors and that the large organization had drastically

more warranties and agreements compared to the smaller ones. The organizations have to
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calculate if they can realistically afford providing the services throughout the warranty time
(Chien, 2007). Hence, smaller organizations might realize in their calculations that they are

financially in disadvantage to provide extensive warranties.
6.2.3 PRODUCT DISPOSAL

All companies still have machines running from the start of establishment; this goes back to
the sixties for some companies. However, most of those machines do not have available spare
parts anymore; since it is difficult to determine the production of spare parts for old and
possibly obsolete machines which is also argued by Kennedy et al. (2002). The machines
traded currently are estimated to have a product lifetime of 10 to 15 years for all

organizations.

Company A offers no product disposal service; instead they forward their customers to
different waste management organizations. Company B and C offer product disposals; they
would fix the machines and sell them again or reuse the parts that are still functioning.
Nevertheless, product disposal seem to be not a crucial activity in heavy equipment
machinery industry since all cases were convinced that the used machines have high second
hand value which the customers can easily take advantage of. Table 13 presents a summary of
each case regarding product disposal.

TABLE 13: PRODUCT DISPOSAL

Product disposal
Case A Case B Case C
10-15 years. But there

is subcategory of )
. ] 15 years. But, 10 years. Changing
o machines which are ) i ]
Average product lifetime ) machines from 1980s  environmental policy
not used daily where

~arestill working. affects considerably.
the average lifetime is
25 years.

The old products, that
) The old products are ]
. ) No product disposal ) are working, are
Product disposal service ) bought back and fixed )

service offered bought back and fixed

for reselling. for reselling

6.3 SPARE PARTS DISTRIBUTION
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Spare parts distribution includes activities related with inventory management, customer order
management and delivery of spare parts (Saccani et al., 2007). It is crucial function for
customers, throughout the consumption of a product (Gopalakrishnan & Banerji, 2004). The
provider has to decide on what kind of level they want to distribute their spare parts, central
warehouse, stockiest, regional warehouses, field warehouses, retail outlets and dealers (ibid);
these decisions varied case by case as elaborated in the following sections.

6.3.1 INVENTORY MANAGEMENT

From table 14, it is visible that the number of warehouses as well as repair centers increases
relative to the size of the company which is not to a surprise. For all cases, it was their
distributor network which determined the number of warehouses and repair centers. However,
the medium sized organization has a central warehouse with large number of spare parts,
along with smaller warehouses that their distributors have in different locations in Sweden.
The company is aware of the importance of holding spare parts inventory as explained by
Kennedy et al. (2002); thus they have introduced a thorough enterprise resource system for

their central spare parts warehouse.

TABLE 14: INVENTORY MANAGEMENT

Inventory management

Case A Case B Case C

Number of warehouses 15 18-22 42

) » All around Sweden,
) In 15 different cities ) )
Location of warehouses the main one in All around Sweden
around Sweden. )
Ljungby

Number of repair centers 2 18-22 42

All around Sweden,
) ] Gothenburg and ) )
Location of repair centers the main one in All around Sweden
Stockholm )
Ljungby
The main purpose with spare parts distribution is considered as ensuring the right availability
of spare parts at the right time for the customers’ needs (Gopalakrishnan & Banerji, 2004).

While, warehouses and repair centers can represent the ease of access or ‘availability’, well-
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organized delivery can indicate the ‘right time’ perspective which is discussed in the next

section.

6.3.2 DELIVERY OF SPARE PARTS

Cohen and Lee (1990) highlighted that the automobile manufactory is an industry where
delivering spare parts quickly is a key aspect of their after-sales services. In the investigated
cases in heavy equipment machinery industry, the average speed of delivery is similar
between small and medium sized firms whereas the large firm’s delivery takes around one
day more. This may relate to the high number of customers they have to serve every day as
well as the complexity of their supply chain since they might need to contact the producer
which lengthens the transactions. The two interviewees from Company C had different ideas
of the delivery fee. While the customer care respondent was convinced that the company itself
pays all delivery costs, the spare-parts manager informed us that the customers pay for it. The
manager’s answer was regarded valid in the analysis, as shown on table 15, since a spare-parts

manager should possess more knowledge and overview over the spare parts delivery process.

TABLE 15: DELIVERY OF SPARE PARTS

Delivery of spare parts
Case A Case B Case C

If ordered before
14.00 — delivery on

) the same day
Average speed of delivery  1-24 hours Average of 2 days
If ordered after 14.00

— delivery on the next
day
Company B usually

pays the delivery until
) The customers pay for
The customers pay the ' the carrier and the ]
. . the delivery costs.
) delivery costs unless it = customers pay for the
Delivery fee ) o ) Customers can also
is stated otherwise in  costs from carrier to ) )
] ] directly pick up at the
the contract. their location, unless ]
o ) office.
it is stated otherwise

in the contract.

6.4 CUSTOMER RELATIONSHIP MARKETING
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6.4.1 SERVICE QUALITY

For survival in a competitive business environment, quality guarantee and extended service
programs are essential strategies for success, driving the customer’s perception of a
company’s product in the right direction (Takeuchi & Quelch, 1983; Reichheld & Sasser
1990; Zeithaml et al., 1990). For a company that offers customer service, it has the means for
tailoring a company’s offerings to the needs and desires of its customers (Asugman et al.,
1997). In all three of the cases, the goal of providing after-sales service seemed fairly evident
for the respondents, it is to satisfy customers’ needs and demands. Case A and B particularly
considered after-sales to be the main mission of their work, with the goals of satisfying the
customer requirements after purchase and to maintain the customer until the next purchase of

a new machine.

Poor customer service can quickly contradict the advantages associated with a product offer
of superior quality (Gaiardelli et al., 2007); therefore, the companies need to apply superior
service quality to stay competitive. Measuring the service quality comprised questions related
to delayed deliveries, defective product deliveries, and inaccurate deliveries which are
presented in table 16. It can be observed that, in all the three cases, there was lack of accurate
measurement on the frequency of delayed, defective or inaccurate delivery occurrences.
Delayed deliveries were expressed to be out of the companies’ hands, the faultiness occurs
with the suppliers or the carriage companies. However, the defective product delivery was
expressed more clearly by the three case studies, further concrete answers were given. Maybe
that is because defective products need to be investigated and taken records of, whereas
inaccurate deliveries and delayed deliveries already have a known reason. Negative incidents
such as poorly handled complaints and inadequate communication with customers, may lead
to lack of trust which impacts on the relationship (Bejou & Palmer, 1998). This argument is
being considered by all the three companies, since their aim is to solve any sort of problem as
fast as they can; nevertheless, no policy on speed or procedure exist in when and how to solve

the complaints.
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TABLE 16: SERVICE QUALITY

Goal with after-sales

Frequency of delayed

deliveries

Frequency of defective

product delivery

Frequency of inaccurate

deliveries

Service Quality

Case A

Doing a good job in
providing after-sales
means doing half the
effort in selling a new
machine.

Not measured,
however, it occurs,
but usually not under
the company’s

control.

Not measured, but
estimation is 20 times

per year.

Not measured, but it
occurs and usually
due to
misinterpretations or
customers have
ordered the wrong

parts.

Case B

Selling the product is
not a difficult task, the
real mission starts
when the product has
been sold.

Not measured,
however, it occurs,
but usually not under
the company’s
control.

Occurs in regular
intervals, however,
usually caused by
products from their
suppliers and not the
products that
Company B

produces.

Not measured, but it
occurs due to the
many types of
machines, consisting
of different parts and

features.

6.4.2 CUSTOMER RELATIONSHIP PROFITABILITY

Case C

To get satisfied
customers, and to live
up to the customers’

demands.

Not measured,
however, delays occur

due to the suppliers.

Approximately once

per week.

Approximately once
per week. Reasons
vary, it could be due
to the human factor,
computer defaults or
supplier’s inaccurate
deliveries to company
C.

From a firm’s point of view, the financial outcome of a customer relationship through service
quality improvements is resulting in that service management and perceived service quality
are tied together with relationship marketing (Storbacka et al., 1994). As shown on table 17,

the estimated profit from after-sales proved to be a rather difficult question for the
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respondents to answer. There was no concrete answer regarding the estimation on profit made
on after-sales activities; however, case B and C were aware, even though no actual calculation

is made, that the after-sales activities comprise a huge part of the overall profit.

Since Storbacka et al. (1994) claim that service management and perceived service quality
affects the financial outcome on customer relationship, the successfulness of the service
quality should be able to be measured based on profitability. However, the lack of record and
calculation on the profitability on after-sales services may point to that after-sales service
activities influence the customer profitability in a satisfactory way while the perceived service
quality might be questionable. Customer relationship profitability may be in focus; however,
the service quality improvements may not be in such focus since there are no signs of

structured ways of keeping track of negative incidents that impacts perceived service quality.

Rust and Zahorik (1993)’s chain of impacts regarding service quality’s impact on satisfaction,
satisfaction’s impact on customer retention and customer retention impacts on profitability
has been measured in terms of methods of placing order and backordered availability. The
methods available for placing an order varies slightly, in case A and B the methods are similar
and the most common method is also the same, namely e-mail and online. In case C, the
largest company of all cases, have an established e-commerce service providing the
possibility for customers to order their products/spare parts according to their own schedule

and preference.

The frequency of backordered items was answered differently by the three companies. It
seems as if Company A and B mostly manage their orders instantly, the frequency is seldom,
while Company C view the frequency of backordered items as something unpredictable, it
could happen every day depending on the case. To get the order available is yet again hard to
predict; it all depends on what is ordered by the customer. It can take some time if the ordered
items are no longer in production or the supplier has reduced items in the warehouses and so
forth. Company C answered with 1 day — months, while Company A could not give a tangible

answer than as soon as possible.
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TABLE 17: CUSTOMER RELATIONSHIP PROFITABILITY

Method of placing orders

Common method of

placing orders

Frequency of items
backordered

Average backorders days

Estimated profit from after-

sales services

After-sales influence on

customer relationship

Customer Relationship Profitability

Case A

Telephone, personal

meetings, and online

Online

Company A is able to
cover 85% of the
requested orders
directly

No average
backordered days, the
company’s aim is to
provide missing parts
as soon as possible

Not calculated and no
estimation could be

given.

Extremely important.
If the company can
assure the customer
that they get what
they need in order to
avoid the machine to
stand still, the
customers will come

again.

Case B

Telephone, personal
contact at the factory

location and E-mail

E-mail

Items backordered
happen seldom

Not calculated but it is
considered to be a
huge part of the

overall profit.

Certainly after-sales
influence the
relationship, to the
extent that the
customers will change
brand if not handled
correctly. In such
intense industry,
customers need to be

nurtured.

Case C

Telephone and e-

commerce

Telephone and e-

commerce

Can happen everyday

Depends on the case.
Usually it is 1 day, but
could take up to 1
month if the parts are
not in product
selection anymore.
Spare parts
distribution generates
the largest part of the
after-sales activities.
The repair shop
department makes the

least profit.

After-sales influence
the relationship to the
extent that customers
will switch to
competitors and
furthermore, influence
the reputation of the

company.
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All three companies expressed its view point on the impact after-sales services have upon the
relationship with its customer. The vision point is considered severe. When customers have
bought a machine it is also expected to be running so that they can continue their business, if
Company A cannot make sure of it, they will potentially lose their customer. Company B,
explicitly mentioned that their customers can potentially change the brand of the next machine
if the relationship is not nurtured soundly. Company C believes that the customer will go over
to the competitors and create a bad reputation of Company C if not handled correctly. Thus,
the awareness of the importance of providing high quality service indicates that the companies

consciously try to structure their after-sales services in a way that will satisfy their customers.
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7. CONCLUSIONS AND IMPLICATIONS

The final chapter presents the findings and conclusions of this qualitative case study. The four
research questions are answered in the discussions section where each research question is
discussed individually. The chapter moves on with managerial implications and theoretical
contributions as well as limitations. Finally, this thesis ends with suggestions for future

research.

7.1 DISCUSSIONS

This thesis has focused on studying after-sales services and customer relationship marketing
in the Swedish heavy equipment machinery industry. The purpose of the study was to
investigate the major activities of after-sales service focusing on customer relationship among
different sizes of after-sales service providers. The research questions formulated in order to

meet this purpose are answered in the preceding sections.

7.1.1 CUSTOMER CARE

RQ1. How is customer care executed in the Swedish heavy equipment machinery industry

among organizations of different sizes?

This study suggests that customer care is the most focused activity of after-sales services in
the heavy equipment machinery industry in Sweden. Simultaneously, it shows the most
significant differences of offers, depending on the size of the company, in relation to the

remaining two activities.

Technical and commercial information provision is progressively more complex when the
size of the organization increases, especially regarding the utilization of internet as an
additional customer touch point. Moreover, when the size of the company is bigger, they
focus on availability and have more structured and effective way of responding to customers.
Complaint management is settled in a proactive way in large size organization while there is a
reactive approach applied by medium and small size organizations. Large organizations have
a variety of options regarding warranties in comparison to small and medium sized firms.

However, in this particular industry, the warranty extension possibilities are restricted for
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medium and large firms while the small firm is more flexible, thus can extend some

components of their warranty in case a customer highly desires.

It can be concluded that customer care is executed on relatively similar levels for small size
and medium size companies while large organizations have more structured and advanced
procedures. Regardless of firm size, the after-sales employees had equal responsibilities to
provide customer care in case it is needed, since there seem to be no assigned contact persons
for certain customers in the industry. Availability is a crucial aspect of customer care which
all size organizations focused on; but, the large size organization seem to take it one step
further.

7.1.2 FIELD TECHNICAL ASSISTANCE

RQ2. How is field technical assistance executed in the Swedish heavy equipment machinery

industry among organizations of different sizes?

Field technical assistance appears to be the part of after-sales that produced least profit in
heavy equipment machinery industry. Thus, it might be the reason that small organizations

would rather tend to outsource it, in order to avoid high costs.

Medium and large organizations provided check-ups for their customers themselves. The
medium sized organization has a pre-planned procedure for providing field technical
assistance. However, the large organization’s approach is one step ahead due to its proactive
nature; problems are discovered before they occur. The warranty features become more
extended and complex relative to the firm size; this could suggest that the high costs of
providing warranties make it problematic for smaller organizations to offer advanced
warranties to their customers. Product disposal is not a crucial service for the customers in the
industry, since the used machines and spare parts still have high second hand value.
Nevertheless, the medium and large sized organizations offer to buy the machines back from
the customers for repairing and reselling. The product lifetime of currently produced heavy
equipment machines are estimated to be 10-15 years. However, there are machines that are
still functional for 30-50 years. Since the machines are long-term investments for customers,
field technical assistance is important to support and assist the customers throughout the

usage of the product.
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7.1.3 SPARE PARTS DISTRIBUTION

RQ3. How is spare parts distribution executed in the Swedish heavy equipment machinery

industry among organizations of different sizes?

Spare parts distribution can be considered as the most profitable activity of after-sales. The
warehouses and repair centers of companies naturally varied according to firm sizes. In order
to meet customer demand, the warehouses and repair centers are located all around Sweden,
especially in the bigger cities. The location of the warehouses as well as internal
communication systems can influence the delivery time of spare parts to customers. The
delivery time for all sizes of companies is around 1-2 days if they have the product in stock.
The circumstance for the large size company is rather complex since they have to order the
product from the producer and the producer might need to contact their suppliers; thus,
complication the material and information flow. Costs related with the delivery are usually
covered by the customers in this industry; however, the medium size company investigated in
this study might be an exception since they paid around half of the delivery fee. The
organizations all have introduced additional options, such as express delivery, direct pick-up
or including delivery fee agreement in the initial product purchase contract. A considerable
advantage that the large organization offers is to have additional half an hour open time for
their spare parts distribution department until 16.30. It is a beneficial option for customers
who finish their work at 16.00 where they can get their spare parts after work to be set for
work the next day. This may be a point that the smaller organizations might catch up on.

7.1.4 CUSTOMER RELATIONSHIP MARKETING

RQ4. How do after-sales services contribute to customer relationship marketing in the

Swedish heavy equipment machinery industry among organizations of different sizes?

Although the organizations do not have formal goals for providing after-sales to its customers,

they understand its importance and aim for meeting customer demands.

The organizations do not have accurate measurements for delayed, inaccurate or defective
product deliveries. However, they are aware of the incidents, especially when it comes to
defective product deliveries; they are able to identify the cause of the problem. In the industry
of heavy equipment machinery, it is not usual to calculate the exact income created by after-
sales services, even though, it is a common statement among industry professionals that it is a
significant part of the profit.
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Since perceived service quality and customer profitability are directly related with customer
relationship marketing, this study shows that the customer profitability is satisfactory while
the perceived service quality might be questionable. The organizations do not apply any
structured way of keeping track of negative incidents that impacts perceived service quality.
All organizations are convinced that if after-sales services are not handled properly, they face
the risk of losing the customer. Thus, the awareness of the importance to provide high quality
after-sales services, the services are consciously structured by the companies, consequently
after-sales services contribution to customer relationship marketing in different sizes are equal
no matter the size of the company. Moreover, this research indicates that organizations in this
industry have a lot of room for improvements which can be accomplished in strategic and

systematic ways.

7.2 THEORETICAL AND MANAGERIAL IMPLICATIONS

This study comprised the theoretical framework of customer care, field technical assistance,
spare parts distribution and customer relationship marketing. The purpose was to gain deeper
understanding of each concept and their relations in terms of firm size. This thesis makes
theoretical contributions based on testing the previous studies in a different context and
perspective. Some theoretical contributions were acknowledged and some were not

recognized in the studied context.

The basic principles set by Levitt (1983) coincide with the study results. After-sales service is
a way of creating relationship with returning customers. Armistead and Clark (1991)
suggested that large organizations tend to outsource due to their geographical dispersed
service volumes. It was correct in the case of large sized company that was studied, but, the
small organization also outsourced the field technical assistance to their distributors. It is
probably related to the high costs of executing field technical assistance as suggested by
Bryce and Useem (1998). Regarding spare parts distribution, Gopalakrishnan and Banerji
(2004) have brought up conclusions that correlate with the outcome of this study such as large
turnover ratio, many customers’ demands, large number of spare parts, right availability of
spare parts, stability and steadiness of spare parts distribution. This further on relates to

customer relationship marketing since many of those qualities relate to customer satisfaction.

Certain previous research results were not applicable in the context investigated. In the
studied industry, customer care has not advanced to managing relationship with key accounts

and providing financial advice as Kantsperger and Kunz (2005) suggested. There are still in
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the level of providing information and handling orders; they need time to develop and shift to
the higher level of customer care. Crawford (1993) claimed that large organizations benefit
from advanced systems in comparison to smaller organizations. However, in the studied

context, all large, medium and small organizations had relatively similar computing systems.

Several managerial implications can be suggested based on the findings of this research.
After-sales services do influence customer relationship to a significant level and it can be
enhanced through effectively managing the after-sales service operations. The following
suggestions might bring after-sales service providers a step closer to achieving better
understanding and utilizing after-sales to its full extent.

e As this research showed, the three activities of after-sales service were not equally
focused. Customer care had the most focal point of all the activities followed by spare
parts distribution and field technical assistance. Organizations are recommended to
keep balance between the activities since their importance is equal and each one has
its significant role in customer relationship.

e In case the organization has decided to carry over certain after-sales activities to their
distributors, more awareness of their work is needed. Even when the distributors are
conducting certain activities, they are representing the manufacturer. Thus, managers
should have in any case general overview of the service provided to their users.

e As the study showed, there are no defined key accounts in this industry. It could be a
useful step for organizations to identify their key accounts in order to offer the very
best service to their most valuable customers. Key account management would also
contribute to a more structured way of handling orders, requests, complaints and so
forth.

e Managers could align workers so that they are aware of the organizational goals and
have the attitudes towards the services. In one of the cases, two respondents from one
company were interviewed according to the same interview guide and they have
answered differently. The suggestion is to align the workers so that they all have the
same ideas and perceptions of what is happening in the organization. When customers
contact the organization, they should be able to get the same answer regardless who

they ask, this will in return create communion among the employees.

e The distributors might have difficulties to work efficiently due to the complex

relationship with manufacturers as in case C studied in this research. More efficient
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supply chain management should be applied in order to create steadiness and stability
with the orders. Additionally, a more effective approach should be considered

regarding deliveries to overcome the more complex supply chain with distributors.

e In the heavy equipment machinery industry, there are little formal policies and
regulations when it comes to after-sales activities. Organizations could introduce
policies in order to get a step closer to a structured and effective way of providing
after-sales services. For all employees especially newly hired, they need guidelines to
follow. No objectives are formalized but there are certain internal goals, having it on

paper might enhance the structure and clearness of the organizational targets.

7.3 LIMITATIONS

Overall, the limitations that were experienced throughout the study were those connected to
the qualitative approach the study had. Because a qualitative approach was chosen, no
generalization could be made for the industry from the research results. Due to the low
number of case studies made, there were difficulties to find suitable respondents for the study;
the limited time made it even more important to find respondents that could participate
immediately. Even though a generalization of the study cannot be made, the aim for this study
was to gain knowledge and depth within the area of after-sales services among heavy
equipment machinery organizations in Sweden and this was achieved by carrying out in-depth
interviews among organizations within the chosen industry with different sizes.

Another difficulty encountered was that there were limited previous studies related to the
three main activities within after-sales services (Saccani et al., 2007). This made the study
restricted to only a few sources, sources which could not be generalized either.

Relevant measures of key concepts were also limited, in return making it difficult to conduct
an operationalization of the study, but it motivated to further investigate the concepts.

The interviews were rather short, although precautions such as pretesting by experts and
managers were taken. The interview guide was sent to the respondents in advance in order for
them to give coherent and elaborate answers. The short interviews could be caused by the
respondent’s lack of the overall view of the organization. The interview involved questions
that touched upon different areas of expertise of the after-sales service departments within an
organization, in one case, the customer care respondent experienced a challenging stage
answering questions involving spare parts distribution, since he/she was not involved in their

work nor had knowledge about the area.
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7.4 SUGGESTIONS FOR FUTURE RESEARCH

Several suggestions for future research are presented below, for researchers who are interested

in investigating the three main activities of after-sales services and its relation to customer

relationship marketing.

A similar research can be conducted taking the customers’ perspective into
consideration, in order to describe the impact of after-sales on customer relationship
more accurately and comprehensively. With a sufficient level of resources, this kind of
investigation would study both sides of the buyer and seller relationship.

With the limitations of this research in mind, a suggestion is to decide on a
guantitative research method on this topic since it can cover larger sample of

organizations where more general conclusions can be drawn.

Future researchers can study and develop the theory of three activities of after-sales
services by investigating other industries and discovering different aspect to it. Since
this study as well as previous academic researches has pointed out the significance of

after-sales services in manufacturing industries.

Finally, we suggest that the future researchers take the investigated research model
and implement it in a new context. As a suggestion, in a different demographic
location or culture, in order to subsequently make a comparison among the different

locations and cultures that has been studied previously.
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APPENDIX A — INTERVIEW GUIDE

General information

Position of the respondent:
Number of years of employment:
Number of years in the industry:

Part 1: Customer care

1.0 How many employees work with dealing with after-sales services?

1.1 How do you provide your customers with technical and commercial information?
1.2 What are the contact methods for customers to reach your after-sales department?
1.3 What are the available times depending on the contact methods?

1.4 What is the average speed of reply depending on the contact methods?

1.5 Avre there any contact persons for specific customers?

1.6 How do you handle complaints? Fill-out-forms vs. direct contact?

1.7 What is the average speed of handling complaints?

1.8 What do you offer in your warranty? Is it possible to expand it?

1.9 What is the average speed of warranty extension process?

Part 2: Field technical assistance

2.1 Do you provide check-ups for customers?
2.2 How often do you provide check-ups for customers?
2.3 What are the field technical assistance you provide to customers during warranty time and

after warranty time?

2.3.1 What type of warranties do you provide?

2.3.2 What are the major advantages of your warranties?
2.4 What is the average product lifetime of your vehicles?
2.5 Do you provide disposals of used products?

2.6 Do you charge the customer for disposals?

85



2.7

Part 3:

3.1

311

3.1.2

3.2

3.2.1

3.3

3.4

Part 4:
4.1
4.2
4.3
4.4
44.1

4.5

451
4.6
46.1
4.7
4.8

What is the average speed of product disposal?

Spare parts distribution

Do you have any warehouses?

If yes, how many warehouses do you have located in Sweden?

In which cities are they located?

How many repair centers are operating in Sweden?

In which cities are they located?

What is the estimated average speed of delivery of products and spare parts?

How do you settle the delivery fee with your customers?

Customer relationship marketing

What is the goal for providing after-sales services for your company?
How would you estimate the profit from your after-sales services?
How often do delays occur with your deliveries?

How often do defective products get delivered to customers?
How often do inaccurate deliveries of products occur?

What are the methods of placing an order? Online? Through telephone? Personal meeting?
Etc.

What is the most common method of placing an order?

If an order is not in stock, what is the frequency of items backordered?

What is the average number of backorder days?

Do you consider that the after-sales services influence the relationship with your customers?

If yes, to what extend would consider?
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