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Abstract: The notion of logistics customer service goes beyond the questions related to delivery
performance and includes many other elements before, during and after the transaction. Hence to
understand unique managerial issues associated with different types of services or to identify
commonalities among different firms, close attention should be paid to the underlying features of
services and their delivery systems.
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Customer service for a distributor is a crucial source of added value. It aims at satisfying the
customer requirements and expectations in a global way. It is the space where logistics and
marketing are linked: products and services take value when they are delivered from the
manufacturer to the consumer in the proper quantity at the time and the location specified.
Thus, customer service includes a set of factors that affect the process of delivering a product
or service according to the customer’s individual requirements [9].

1. Logistics customer service

1.1. Definition

The term of “logistics customer service” can be defined in various ways. Bowersox and
Closs [2], Christopher [4], European Logistics Association [6] agree that “customer service
is the general term used to describe the ability of an organisation to address the needs of the
customers at the time, at the place and in the way required by them”.

In the logistics sense, it is a service organised to provide a continuing link between the time
that the order is requested and the goods are received with the objective of satisfying present
customer needs and criteria and anticipating and satisfying expectations.

Customer service can be viewed in one of several ways. Sometimes customer service is seen
as an activity; that is, something that the organization provides. A customer service
department that handles complaints, special orders, billing, etc. often evidences this aspect of
customer service. Similarly, customer service can be viewed as a measure of performance.
For example, if the firm can ship completed orders within 24 hours of receipt 95 percent of
the time, it is providing good customer service. Unfortunately, both of these views are very
narrow. In the former case, customer service activities seem to focus on resolving problems
rather proactively meeting customer needs. In many retail stores, for example, the customer
service department is hidden away in a far corner of the building where it serves as a place
for customers to take their grievances. In the latter instance, attaining some desired level of
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functional performance can lead management to focus on the tasks required to meet some
standard rather than the needs of the customer.

Visionary firms view customer service as a corporate philosophy that defines the way the
business is conducted [12]. Certainly, this type of organization may also have a customer
service department or utilize performance standards, but the focus in this case is on the
customer, not the process. In other words, the logistics system is managed so as to provide
customers the level of service they desire which, in turn. Leads to customer satisfaction,
repeat business, and profit [8, 18].

The “seven R’s rule” offers a simple description of how integrated logistics creates customer
service [14]. The seven R’s mean having the right product, in the right quantity, in the right
condition, at the right place, at the right time, for the right customer, and at the right cost.
Any breakdown in the seven R’s disrupts the flow of product and leads to poor customer
service. Firms that routinely deliver the seven R’s add value for customers and create a
competitive advantage for themselves.

1.2. Service mix

Basic service consists of providing the customer with what he ordered at the lace he specified
at the time he wanted. This means that to be able to process an order, pick the items from the
warehouse, pack them and deliver them on time to the customer. However, because of the
different expectations of the customers, the service should be provided in various forms.
Ideally offered service should be cheap, fast and highly reliable. In practise, however, this is
not possible and enterprises propose for the customers a service mix, which is a set of
possible services that differ in their characteristics and aim to cover all the different needs or
expectations of customers [9].

The notion of logistics customer service goes beyond the questions related to delivery
performance and includes many other elements before (written customer service policy and
strategy, accessibility, organisation structure, system flexibility), during (order fill rate, order
status information) and after the transaction (after-sales support and call-out time, product
tracing and warranty, customer complaints, non-conforming product). Although each
element in the customer service equation will relate to one of these stages, it is the
identification of the most important in a given commercial situation which is crucial to a
successful customer service policy. Firmly establishing which combination of these factors
will create the required degree of satisfaction — and planning and organising their
implementation in managing the supply chain — will create the added value, and justify the
position of logistics and distribution management as a prime business function. Table 1
shows the most important elements and characteristics of the logistics service [9].

Table 1. Main characteristics of logistics service

Time aspects - length of the order cycle,

- frequency of delivery,

- delivery reliability and consistency,
Quality aspects - order completeness,

- damaged shipments,
- accuracy of shipments and invoices,

Other services aspects - availability of information on order status,
- after-sales support,
Product aspects - palette of distributed product,
- competitive pricing of distributed products,
Cost aspects - cost of providing the service.
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2. Service sector
2.1. Characteristics

The service sector comprises a wide range of industries, such as entertainment, food service,
healthcare, financial services, transportation and distribution services, professional services.
This diversity makes it difficult to make useful generalizations concerning the management
of all service organizations. However, many underlying characteristics are similar across
services and are often very different from those in other sectors of the economy [5].
A service firm creates value for its customers without or with relatively little transformation
of materials. Customers are rarely involved in the production process of the majority of
manufactured goods, but are very likely to become an essential part of the service-delivery
process. The majority of services cannot be inventoried, as can products in manufacturing.
Some of the above other commonly accepted characteristics of services are [5]:

- services are intangible;

- the customer is a participant in the service-delivery process;

- generally services are produced and consumed simultaneously;

- services have a relatively higher variability in operational inputs and outputs;

- services generally have time-perishable capacity;

- site selection in services is directed by the location of customers;

- services in general are very labour intensive;

- itis relatively difficult to identify appropriate measures of service outputs.

2.1. Delivery systems dimensions

The above dimensions of services are fairly general and a lot of variability exists among
different service firms, even within the same industry [17]. Hence to understand unique
managerial issues associated with different types of services or to identify commonalities
among different firms, close attention should be paid to the underlying features of services.
Some of the commonly associated dimensions are described below [19].

- Customer contact.

The term “customer contact” refers to the physical presence of customer in the service
system. According to Chase R. B. and Hayes R.H., the customer contact determines the sales
opportunity, production efficiency, and design of service delivery system as Figure 1
presents [3].

Low-contact services (e.g. a package delivery company) are designed around efficiency
consideration such as speed and utilization. High-contact services, on the other hand, have a
relatively lower level of production efficiency, because the physical presence of the customer
increases the variation in the service delivery process. On the positive side, high-contact
services have more opportunity to sell additional services to their customers than do low-
contact services.

- Tangibility.

Customers’ preferences and their evaluation of a service also depend on the relative
tangibility of the product or service package purchased. As the degree of tangibility
decreases, customers’ ability to be able to see, touch or feel the purchased product or service
bundle decreases. For example the services provided by a passenger airline can be
considered more tangible than the services provided by an international logistics consulting
firm. Customers, in general, rely more on the brand name when selecting intangible services
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[7]. The degree of tangibility no only shapes the nature of the service delivery, but also
affects the role of employees and the design of the service system.
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Figure 1. Customer contact in services

- Nature of demand and supply.
Some services face a steady and predictable demand for their services, whereas others

encounter significant fluctuations. Similarly, in some services it is possible to alter capacity
at short notice, whereas in other cases pricing mechanism must be used to deal with the
unpredictable nature of demand. The interrelationships between demand, capacity-
constrained supply, and pricing mechanisms can be easily observed e.g. in the passenger
airline, where yield management (or revenue management) is practiced widely [11]. The
service provider, such as an international airline, constantly evaluates demand patterns,
available capacity, and the past trends in cancellations and overbooking when determining
prices for various seat categories. Although airlines were the first to develop yield
management concepts, the practice is now being implemented in many other services.
According to Kimes, yield management can be a very appropriate tool for services [11]:

1) which contain relatively fixed and perishable capacity,

2) which operate in multiple market segments,

3) which can sell services in advance,

4) which operate in fluctuating-demand environments, and

5) when the marginal sales costs are much lower than the marginal capacity change

costs.
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- Mode of service delivery.

When designing delivery systems, there is a need to decide if the customers will visit the
service provider or whether the service provider needs to visit the customer. At the same
time, due to recent advances in IT, it is also possible that certain types or components of a
service be delivered through mail or electronic channels. Also the transportation industry
plays the role of key enabler when customers desire more such services [16].

- Type of service processes.

Because customers are involved in the production and delivery of services, there is a need to
understand the nature of the processes to which their customers are exposed. Services
processes range from simple procedures involving only a few steps, to highly complex
activities such as transporting passengers on an international flight. Because of
multifunctional nature of services, many different approaches to classifying service processes
have been developed. For example Schmenner [15] classified service processes in four
categories (service factory, service shops, mass service, professional services) based on the
relative labor intensity, customer contact and custimization. Lovelock and Wright [13] also
classified service processes in four categories: people processing, possession processing,
mental stimulus processing, and information processing. Other researches, such as Bowen
[1], Kellogg and Nie [10], have also attempted to link service-products with attributes of
back-end service processes. As a result, each classification scheme provides insights into the
operations related to different types of service processes.
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Fig. 2. The open system view of services
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The multifunctional role of a service can be illustrated by recognizing that a service provider
operates in an “open system” connected by customers, employees, processes, and product or
service package offerings as Figure 2 presents. For example, the management of a air-
transportation service company needs to consider the interrelationships between the service
package offered (pricing, features), personnel, customer demand patterns (timing, volume,
mix), and service processes (routes, check-in process, baggage handling process) in order to
gain a good evaluation from their customers [16].

3. Summary

It can be easily appreciated from the above discussion of the underlying characteristics of
service delivery systems that there is no one formula for applying logistics concepts to
complex services enterprises. Therefore, innovative service providers either adapt their
offerings and/or delivery process in order to better meet the needs of the customers they
serve. Consequently, a number of approaches to implementing services concepts have been
developed.
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