Unit 6 – Customer Accommodation
Logistics/Marketing Interface SU 6 pg. 57; par. 6.1
Marketing: satisfying customer requirements & meet expectations = profit / motivation behind firm's activities
Logistics Activities: provide superior customer service (inventory availability) at lowest total cost.
Customer service is measured in performance.

Customer-Focused Marketing SU 6 pg. 58; par. 6.2 & TB Ch. 3 pg. 54-59
Identifying the Customer: SU 6 pg.58-59; par 6.2.1 & TB Ch. 3 pg. 54-55
	Perspective
	Customer Type

	Total Supply Chain
	End user of product/service
2 types:

	1. Consumer: Individual/household that purchase products/service to satisfy personal needs
[ProductConsumer]
	2. Organizational: 
Purchases by company/institution to allow end user to perform task/job in organization
[ProductCustomerend user]

	Supply Chain Management
	All firms in supply chain focus on meeting needs & requirements of end users (both consumers & organizational end users)

	Specific firm within SC
	Intermediate Customers 
	Organisations between firm & end user
	(tend to resell to consumers)

	Logistics
	Customer = any delivery location e.g. person, organisation or point (facility) within firm


Logistics & the Marketing Concept: SU 6 pg.58; par 6.2.2 & TB Ch. 3 pg. 55-56
Marketing Concept: identify specific customer needs & focus activities on satisfying these needs. 
Builds on four fundamental ideas:
1. Customer needs & requirements more N.B than products/services
Develop combination of products/service to meet requirements  in-depth study of customers
2. Different customers have different needs & requirements
Market segmentation: clearly identify segments & select targets based on homogeneous features.
Matching capabilities with segments (use similar logistics requirements as classification)
3. Product/service meaningful only when available& positioned from customer's perspective. 
Readily able to obtain desired products (logistics strategy). Four economic utilities add Value:
· Form (utility generated during manufacture)	-   Time (when desired)
· Possession (inform on availability & enable ownership exchange)	-   Place (where desired)
4. Profitability (from customer relationships) first then volume sold
Modify basic utilities only if customer(s) values it & is willing to pay (justifiable on basis of profitability)
Transactional vs. Relationship Marketing: SU 6 pg.59; par 6.2.3 & TB Ch. 3 pg. 56-57

Supply Chain Service Outputs: SU 6 pg.60; par 6.2.4 & TB Ch. 3 pg. 57-59
Specialisation in production of specific goods/services requires mechanism for exchange.
To do so efficiently & effectively, firms must overcome Discrepancy in:
1. Space: location of production & location of consumption seldom the same.
Overcome fundamental transportation challenge to accomplish exchange.
2. Time difference between production & consumption.
Require inventory, warehousing & to match rate of production with market consumption.
3. Quantity & assortment: firms specialize in producing large quantities of limited variety items; customers want small quantities of numerous items. 
Bucklin's 4 generic service outputs to overcome discrepancies & satisfy customer req.:
1. Spatial convenience = shopping time & effort required by customer
In SC, provide customers with more places to access products =  shopping effort,  spatial convenience
Number influences SC structure & logistics cost incurred
2. Lot/batch size = number of units to be purchased in each transaction
Customers' costs  (storage & maintenance) when purchasing large quantities
Supply chain costs  when it allows customer to purchase smaller quantities =  unit prices
3. Waiting/delivery time = amount of time customer waits between ordering & receiving products
 waiting time =  level of SC service; 
 waiting time =  customer inconvenience but =  SC costs =  prices to customers
4. Product variety & assortment: different SC offer differing levels of variety & assortment on brand/size etc.
Additional service outputs: information, product customization, after-sales support
Customers differ in req. level of service, importance, willing to pay.
These requirements influence SC configuration (I.e. types of participants, incurred costs)


Customer Service SU 6 pg. 60-61; par. 6.3 & TB Ch. 3 pg. 59-64
Basic Customer Service: SU 6 pg.60-61; par 6.3.1 & TB Ch. 3 pg. 59-62
Customer service: logistics' role in fulfilling marketing concept (achieve target level of customer service at low cost)
Customer service programs: identify & prioritize activities required to meet customer's logistical requirements & best competitors. Identify clear standards of performance & related measurements. 
Focus on operational aspects of logistics  provide 7 customer "rights": right amount of right product at right time at right place in right condition at right price with right information.
Fundamental Attributes of basic customer service:
1) AVAILABILITY: Capacity to have inventory when customer desires
Traditional Practice: stock inventory in anticipation of orders. Based on forecast demand (incl. differential stocking policies for specific items as result of popularity, profitability & overall N.B)
Achieve  availability levels while  overall investment
 inventory levels =  availability but IT strategies allow  availability without  inventory
3 Measures of availability combine to establish extent of firms' inventory strategies meeting cust. demand:
· Stock out Frequency = Probability that firm will not have inventory
Indicator of position to provide basic service commitments in availability (not considering products N.B)
Stock out does not have impact until customer desires a product 
· Fill Rate: measures magnitude/impact of stock outs over time
When demanded, determine that product is not available & how many units customer wanted
Item fill rate = evaluate performance over time to include multiple customer orders
Can be used to differentiate level of service offered on specific product
Fill rate strategies need to consider customer requirements for products
· Perfect Orders Shipped = most exacting measure
It views having everything that a customer orders as the standard of acceptable performance
Failure to provide entire order = zero in terms of complete shipment
2) OPERATIONAL PERFORMANCE: time required to deliver a customer's order. Measured  in terms of:
· Speed: elapsed time from placing order to delivery & being ready for customer use.
Time for total performance cycle completion depends on logistical system design & operations strategy
 Speed (in just-in-time & quick-response strategies) =  customer inventory requirements
Trade-off  Speed =  total cost: customer to determine by perceived benefits
· Consistency: number of times actual cycles meet the time planned for completion/cust. specification
N.B to logistical managers as directly impacts customer's ability to plan & perform own activities
degree of variability/on-time directly translates into required safety stock
· Flexibility: ability to respond to special situations & unusual/unexpected customer requests.
Typical events requiring flexible operations: 
· Modification to basic service agreements (e.g. location)
· Support of unique sales promotion programs
· New product intro
· Product recall
· Disruption in supply
· One-time customization of basic service for specific customers/segments
· Product modification/customization performed while in logistics system (e.g. mixing/packaging)
· Malfunction Recovery: anticipate service breakdowns, having contingency plans in place to accomplish recovery & measure compliance.
3) SERVICE RELIABILITY: involves combined attributes of logistics & concerns firm's ability to perform all order-related activities & capability to accurately inform customer regarding logistical operations & status.
e.g. damage-free shipments, error-free invoices, correct locations, exact order amount shipped, etc.
Advance notification to customers of problems.
The Perfect Order (Zero Defect): SU 6 pg.61; par 6.3.2 & TB Ch. 3 pg. 62-64
= logistics quality = everything is done right the first time = high customer service level
Expensive commitment = offer to customers willing to respond to exceptional performance by  purchasing loyalty
Zero defect = low tolerance for error
Delivered complete, on time, right location, perfect condition, accurate documents
Total order cycle executed with zero defects
Perfect executed support activities & operations performance
strategic competitive advantage: offer to selected customers by way of gaining & maintain preferred supplier status
Also six-sigma performance (extension of Total Quality Management)
Basic Service = treating all customers equally at specified level to build & maintain overall loyalty. Based on:
· Competitor / industry-acceptable practice
· Derived from firm's overall marketing strategy
Near zero defects: utilize combination of customer alliances, IT, postponement strategies, inventory stocking, premium transportation & selectivity programs to match logistical resources to core customer requirements
Customer Satisfaction SU 6 pg. 61-63; par. 6.4 & TB Ch. 3 pg. 64-70
Perfect orders = execution of individual transactions & deliveries (transactional marketing)
Customer satisfaction = broader concept; other aspects of overall supplier-customer relationship (e.g. enquiry delays
Beyond operational performance  finer points of personal & interpersonal relationships (e.g. friendly, respectful)
To meet / exceed customers' expectations
TQM + dynamics of competition  continuous improvement = continued  of customers' expectation
10 Expectations Customers have of Supplier: Table 3.2 TB pg. 66
· Reliability: way supplier performs all activities. 
Customers judge reliability on all parts that make up basic service. 
· Responsiveness: customer’s expectation of ability & willingness to provide timely service. 
E.g. measured by time it takes to replenish stock. 
· Access: ease of contact & approachability of supplier. 
E.g. ease of obtaining info about status of pending order, will be used as measurement of accessibility. 
· Communication: keeping customer proactively informed. E.g. advance notice to customer if shortage of raw material is expected - helps customer explore alternative, but also builds stronger partnership. 
· Credibility: expectation that suppliers' communication will be believable & honest; completeness of info. 
· Security: riskiness (e.g. change of plans) in doing business & confidentiality of business dealings. 
· Courtesy: politeness, friendliness & respect for contact person. 
Bad behaviour by one person can undo the best efforts of everybody else. 
· Competency: judged in every interaction; Individual failure may affect perception of supplier as a whole. 
E.g. truck drivers' measured making delivery, customer service personnel when making phone calls, etc.
· Tangibles: physical appearances of facilities, equipment & personnel. 
E.g. old & badly maintained warehouse as indicator of firm’s overall performance to its customers. 
· “Knowing the customer:” expectation that supplier will understand customer’s unique requirements & be willing to adapt to these needs. 
Factors that influence customers' expectations: 
· Customers' needs & requirements
· Supplier's previous performance (may also influence customers' expectation of other suppliers)
· Word-of-mouth (passed between customer concerning their experiences with specific suppliers)
· Communications coming from supplier itself (e.g. promises by sales reps, printed policies, marketing)
Gaps in Satisfaction & Quality Model Figure 3.1 TB pg. 67 firms must overcome to develop customer satisfaction:

Limitations of the customer satisfaction emphasis:
· Executives' fundamental yet understandable mistake in interpretation of satisfaction ≠ happiness Fig. 3.2
Customer expectations ≠ needs or requirements
· Satisfied customers ≠ loyal customers (even satisfied, may choose to do business with competitor)
· Firms forget satisfaction lies in expectations & perceptions of individual customers (neglect uniqueness)
Customer Sacrifice: satisfaction exists when they get what they expect, customers frequently settle for performance lower than what they really want/need.
Customer Success SU 6 pg. 63-64; par. 6.5 & TB Ch. 3 pg. 70-72 [I only used SG]
Helping customers to be successful by meeting their real requirements thereby  suppliers' own success.
[bookmark: _GoBack]Value-added services: unique/tailored specific activities firms undertake jointly to improve efficiency & effectiveness
Customer specific; cannot be generalised.  customers' chances of success
Potential gain on competitive advantage
Four-stage process used to gain competitive advantage:

Self-Evaluation Questions SU 6 pg. 64-65; par 6.6 - References

Logistics
(Time & Place Utility)


Inventory


Info & Order Proces-sing


Materials Handling


Network Design


Transpor-tation


Ware-housing


Packag-ing


Place / Customer Service Levels













Transactional Marketing (Traditional)


short-term customer interaction


customers drive  in revenue & profit


Relationship Marketing


develop & retain long-term preference & loyalty with SC participants


gain larger share of purchases from current customers than attracting new


Micromarketing / one-to-one marketing


ultimate in market segmentation & relationship marketing  = individual focus


can  transaction costs, better accommodate customer requirements &
make individual transaction routine


obtaining successful exchanges/transactions


Accommodate customer's need - focus on successful individual transactions 


recognise that each customer has unique requirements to be met










gap 1: Knowledge 


gap 2: Standards 


gap 3: Performance 


gap 4: Communication 


gap 5: Perception 


gap 6: Satisfaction/Quality


= between customers' real expectations & suppliers' perceptions of them


establish standards of performance for organization


= diff. between standard & actual performance


= diff. in what firm is capable of doing & capabilities cust. are told about


= customers perceive performance lower / higher than actually achieved


any gaps =  customer perception = dissatisfaction


 gap by understanding  cust. expectations; how formed & prioritized


= internal performance standards not accurately reflect cust. expectations


 performance gap =  satisfaction


 by making realistic promises to customers & keeping to them


e.g. overall good performance but one "only as good as last order"












Cost Effectiveness


Provide basic services constantly & cost-effectively


Market Access


 commitment to customers willing to cooperate
(e.g. basic info sharing)


Market Extension


Move towards zero defects & value-added services to strengthen relationships


Market Creation


Low customer selectivity


High customer selectivity


Creative arrangements


 relationship building 
Longe-term & Total commitment







Marketing Mix
(4 P's)


Product


Promo-tion


Place / Customer Service Levels


Price
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