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Abstract

In doing business companies use different strategies to attract and keep the customers in order to survive and achieve competitive advantage on the market. Customer service includes marketing and logistic activities in doing business and is the main mean of competitiveness. The goal of this paper is to point out the importance of customer service in retailing and its role in creating customers satisfaction and loyalty.
The paper starts from the process of managing customer service with the special emphasis on the process of creating value and managing relations with customers. In addition, attention is drawn to the use of information technology to improve logistic services and customer service.
The key determinants of logistic services quality are determined according to the results of many researches. They represent the basic assumption of customers satisfaction and loyalty and realization of the competitive advantage of retail companies. In the paper the analyses of the relationship between logistic performances and customer loyalty in e-trade is described. Special attention is given to the role the provider of logistic services has in creating customer satisfaction and loyalty.

The importance of customer service in creating customer loyalty and improving competitiveness of retailing on the domestic and foreign market is shown through the analyses of the case study. 
Key words: logistic services, customer service, satisfaction, loyalty, competitiveness. 
1. Introduction
Marketing management has an important role in doing business and its orientation towards market. Implementation of marketing strategy in doing business refers to the process of anticipation, management and meeting the customers’ needs. Managing the elements of marketing mix (product, price, promotion and distribution) means providing superior value in order to attract and keep as many customers.

During the last years distribution, as one of the elements of marketing mix, became an important marketing factor in achieving competitive advantage of the company. Managing distribution activities is part of process of managing logistics and it represents process of planning and coordinating distribution activities in order to deliver wanted quality of product and service at the lowest costs (Chripstoher, 2005, p.15). Main logistic activities are: customer service, anticipating demand, communication within distribution channel, supply control, handling materials, receiving orders, choosing location for the fabrics, warehouses and shops, packaging, transport, manipulation, warehousing, etc. (Božić and Aćimović, 2010, p.11). Results of every logistic activity are reflected in achieving company`s competitive advantage on the market with more efficient attraction and keeping the customers.

The goal of logistic management is achieving customer satisfaction through managing physical and informative flows from customer`s location to manufacturer`s location. It is an integrated process which connects all business functions (first of all production and marketing function) in unique business strategy and transforms market needs into the company`s production plans.

Connection of marketing and logistic functions is implemented in order to provide maximum service to the customers while minimizing distribution costs. Marketing logistics is the process of planning infrastructure in order to satisfy demand, implement and control psychical distribution of materials, products and services. Planning the process of marketing logistics is done in few steps (Kotler and Keller, 2006, p. 523):
· Making decision on the value which company gives to its buyers (questions about timely delivery, accuracy of ordering and billing, etc.);

· Making decision on the best design of the marketing channel (should the company do business directly with the customers or through intermediary, choosing location of the warehouse, etc.);

· Developing expertise in anticipating sales and managing warehouse, transport and materials;

· Implementation of solutions using best information systems, equipment, politics and procedures.
Marketing logistics starts from customers, i.e. defining market needs, and using opposite way comes to manufacturer and definition of sources of supply. In this sense marketing logistics includes output (movement of products from company to customer), input (from supplier to company) and reverse distribution (from customer to company) of products and services (Kotler, Wong, Saunders and Amstrong, 2007, p.884).

2. Managing Customers Service

Marketing logistics has an important role in achieving consumer satisfaction, specially the role of customer service as one of important areas of marketing logistics. Using customer service companies in trade differentiate their offer and create added value for their customers. Efficient management of customer service affects creation of the customer satisfaction and loyalty and thus increases profits and company`s market share.
2.1. The Role and Importance of Customer Service

In literature different approaches to defining customer service appear (Tucker, 1994, pp.32-40). In the distributive approach customer service is a ``synonym`` for physical distribution, while in marketing approach it has wider meaning including all elements of marketing mix. Basically, customer service represents willingness of manufacturer and seller to deliver the right product, at the right time, in the required quantity and on the required place with acceptable selling price of product.
The process of customer service includes activities and services which are done before, during and after the business transactions of the company. The goal of this process is to provide the availability of products and services to the customers. The most important elements of customer service are (Christopher, 2005, p.49):
· Pretransaction elements: customer service politics, availability, introducing customer service politics to the customers, organization structure supporting customer service, credit terms, payment terms, etc.

· Transaction elements: availability of stock, time of delivery, frequency of delivery, reliability and accuracy of delivery, benefits of ordering, accessibility for taking the goods, etc.

· Posttransaction elements: accuracy in billing, guaranty, maintenance, complaints and appeals, recurrence of goods, timely replacements of products, cooperation between customers and sellers, etc.

In the process of customer service management the success of retailing companies depends on the level of delivering value to the customers. Customer value is the ratio of perceived benefits and total costs of ownership. Customer service is the primary mean of creating and increasing customer value as illustrated by the following ratio (Christopher, 2005, p.49): 
Customer value = quality * service / cost * time
The ratio includes following elements:

· Quality - representing functional and technical specification of the offer,

· Service – providing availability, support and other services to customers,

· Cost – total cost of customers` transaction and

· Time - needed to respond to the customers` requests (e.g. time of goods delivery).

Customer value includes customers’ preferences towards service elements, performances and achieved results. In the opinion of some authors (Tsai and Chang, 2010, pp.729-740), there are some differences in perception of customer value between customers and companies. In order to minimize these differences it is important for retailers to observe and assess customer value from the customer standpoint. 
Hines and Zokaie (Zokai and Hines, 2007, pp.223-247) in their work have pointed out some methods and techniques for increasing customer value in supply chain and they have defined the basic elements of customers value (must-be, one-dimensional and attractive elements). The mail goal of research using Kano techniques was to identify possibilities of increasing customer value and satisfaction.
In that sense, the process of managing supply chain means managing chain of delivering value to customers. The main goal in doing basic and support activities in supply chain (from providing materials to final delivery and buying goods) is satisfying consumers’ needs.

Strategy of customer service is an important factor in processes of customer relationship management, increasing customer satisfaction and loyalty and achieving retailers competitive advantage. According to it the strategy of customer service is connected to the concept of customer relationship management (further CRM concept). The process of developing long-term relationship with customers has certain phases (figure 1).
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Figure 1: The phases of customer relationship management (Veljković, 2009, p.19)
Development of CRM concept creates closer and deeper connection with customers based on recognition of customers’ needs, wants and habits. Concept`s basic assumption is that it is more important to keep the existing customer than to constantly attract new customers. By applying this concept traditional marketing mix is transformed into new relation mix, which main goal is to keep existing and potential customers and ``convert`` them into loyal customers or business partners (Zineldin, 2004, pp.286-301).

The process of managing customers’ relationships leads to improving customer service in terms of giving accurate data about the product, fast problems identification and elimination, solving customers’ complaints, providing mechanism for removal of customer service lacks, etc. Managing customer relations includes process of researching, planning and controlling mutual participants in marketing channel (Lovreta, 2007, p.177):
· Research should enable identification of right partners for developing long term marketing;
· Plan should contain financial goals of profitability through different activities;

· Realization of long term relationships means the division of labour between participants in the channel;

· Coordination of their activities and improvement of the role of customers;

· Control is based on monitoring parameters of development of long term relationships, such as profitability, cost allocation to participants in the channel, increasing customer satisfaction, etc.

Creating direct link between customers and companies is the base for successful process of development long term relationship. Satisfaction, trust, reliability and other elements which symbolize building long term relationships include direct contact and communication as well. From the standpoint of CRM concept application, suitable level of personalization with the customers is very important, whose effects are reflected in higher level of customer loyalty, brand awareness, higher number of customers, higher number of recommendations, lower service costs, etc. (Lovreta, Berman, Petković, Veljković, Crnković and Bogetić, 2010, p.215).
The process of managing customer relationships provides range of opportunities to retailing company, which refer to: creation and improvement of value to the customers, development of loyal customers, keeping existing customers and attracting new ones, creation of partner relations with other participants in supply chain, achieving competitive advantage, etc.
2.2. Application of Information Technology in Managing Customer Service

In the context of globalization and dynamic environment information and communication technology becomes significant source of competitive advantage of retail companies in the means of costs, economies of scale, companies` negotiation power, etc. The use of information technology (IT) affects the improvement of customer service and logistic activities in the company.

Traditional system of managing logistic activities (transport, distribution, communication and information, managing the inventory, handling material, etc.) requires separate managing of the activities, which brings problems in business of retailing companies (figure 2).
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Figure 2: System of logistic activities (Renko and Ficko, 2010, pp.216-223)
In order to increase productivity and eliminate double business operations information technology allows the development of integrated logistic system. Integrated system of logistical activities impacts the achievement of main goal of business – reducing costs and increasing profits with customer satisfaction (Aćimović, 2003, p.48). Results of numerous researches have proven that the relationship between integrated system of logistic and customer service exists. The factor of integration has great impact on customer service unlike other factors (exp. business type and size of the company, organization of logistic functions, etc.) (Ellinger and Daugherty, 1997, pp.129-138).
Group of authors (Renko and Ficko, 2010, pp.216-223) has done the research about the level of IT use in business of retail companies in Croatia. The goal of analyze was to examine the impact of technology factors on the efficiency in doing logistical services and creating value for the customers. The use of IT in doing logistic activities means use of electronic data interchange (EDI), POS systems, barcode, etc. Integration process leads to increasing efficiency and effectiveness of logistic jobs in delivering right products on the right place at the right time. Based on the survey research done on the sample of 31 retailers it was shown that companies use IT mainly in order to optimize the level of supplies. Also, the use of internet in the processes of managing customer service and servicing customers (online interaction with the customers, virtual procurements, fast changes of orders, monitoring deliveries, use of JIT concept, on-line payments, after sales service, etc.) is increasing.
Research results have shown that internet technologies are mostly used in advertising, ordering, doing transactions with suppliers and communications with other business partners. On the other hand, retailing companies far less use electronic data exchange and video conferences in their business. About 70% of respondents (retailers) declared against the use of e-trade in the distribution process of products and services to the customers, while just 10% of them have accepted the introduction of the information system in managing warehouse. Based on the above it can be concluded that use of IT in logistics by retailing companies is still on low level.
According to the fact that use of IT in logistics is important in providing high level of customer service companies are introducing new system of ``quick response`` - QR. This system represents a combination of information and logistic system and contributes to the faster and more efficient response to the customer needs. Development of QR system includes the use of barcodes, electronic data exchange, EPOS system (electronic point of sale) with laser scanners, etc. (Christopher, 2005, p.190).
Although the use of IT in retailing companies business impacts on improvement of managing relations with customers and ``customization`` of customer service, the impact of technology on customer service is constantly being ignored. The main reason for that is that companies pay less attention to the value of information than to the value of products and services. However with the revolutionary development of internet technology the value of information becomes very important, just as value of products and services (Bhatt and Emdad, 2001, pp.78-85).
3. The Role of Customer Service in Creating Competitiveness of Retailing Companies

Customer service is a mean used in attacking new and keeping existing customer. Providing an effective customer service means the provision of goods and services that will continually exceed customers’ expectations in longer period of time. The main goal of effective customer service is creating lifetime loyal customers (Goetsch and Davis, 2004, p.2-3).
Therefore provision of high quality of logistic services is the main assumption in creating customer satisfaction and loyalty and competitiveness of retail companies as well.
3.1. The Impact of Logistic Services on Customer Satisfaction and Loyalty in e-Trade

Customer satisfaction is a feeling of satisfaction resulting from the comparison of expected and received value of goods and services. Achieving satisfaction increases customer loyalty and positive word of mouth propaganda about the product. Greater customer loyalty creates more probability of repeated purchase, and greater word of mouth brings more new customers.

The research goal of many papers is identification of determinants of logistic services quality and ways of achieving business results, primarily in the means of increasing customer satisfaction. Theoretical model of 6 variables (reliability, empathy, logistic service quality, technological intensity customer satisfaction and loyalty) is shown in figure 3.

[image: image3.jpg]Technological
intensity

Reliability

Logistic
service
quality




Figure 3: The impact of logistic services on customer satisfaction and loyalty (Saura, Molina and Frances, 2008, pp.495-510)
In the conducted survey based on the sample of 400 customers and 304 distributors the group of authors has proven the existence of positive impact of reliability and empathy factor on logistic services quality. Thereby empathy factor arises as a result of subjective experience and reliability factor as a result of objective valuation (Saura, Molina and Frances, 2008, pp.495-510). Therefore it can be concluded that reliability increases empathy. The quality of logistic services makes positive impact on customer satisfaction, which in return impacts on retailers’ loyalty towards suppliers in the supply chain.
However, many researchers have proven the existence of asymmetrical relationship between customer satisfaction and loyalty. Some authors claim that satisfaction does not have to be the condition for creating loyal customers. Satisfied customer doesn`t always have to be loyal, while loyal customer is always satisfied.

According to the presented model it can be concluded that logistic services have an important role in creating customer loyalty, which is the consequence of customer`s positive experience in shopping. The most important logistic services, that increase loyalty, are: convenience, product availability, efficient delivery, return policy and complaints, etc. These logistic services belong to the after sales services group, which are provided to the customers after they complete their purchase.
Successful use of marketing and logistics in e-business affects the creation of customer e-satisfaction and e-loyalty. Customer e-satisfaction and e-loyalty are main indicators of successfulness of e-business. According to Turban and others (Turban, King, Lee, Liang and Turban, 2010, p.198) 80% of satisfied online customers will repeat there purchase within two months and 90% of satisfied customers will recommend others purchasing goods and services at this online seller.
A group of authors (Kim, Jin and Swinney, 2009, pp.239-247) has defined a conceptual model of services` quality impact on customer e-satisfaction and e-loyalty. The goal of research was to identify main determinants of customer e-loyalty. The authors analysed model validity and interdependence of determinants in the research based on the sample of 182 respondents (online customers). Process of customer e-loyalty development is shown in figure 4.
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Figure 4: Process of customer e-loyalty development (Kim, Jin and Swinney, 2009, pp.239-247)
Results have shown that quality dimensions of providing online services (benefits of online purchasing, website design, security of payments, responsiveness) increase online customer satisfaction and loyalty. Direct positive impact of e-satisfaction on e-loyalty exists as well.
In his paper Ramanthan (Ramanathan, 2010, pp.950-962) analysed the impact of logistic performances on customer loyalty in e-trade. Through the research the factors, which have the greatest impact on the relationship between logistic services and online customer loyalty, were indentified. Two most important factors are: production risk, referring to the price and product characteristics, and efficiency in using resources in providing customer services (figure 5).
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Figure 5: The impact of logistic performances on customer loyalty in e-trade (Ramanathan, 2010, pp 950-962)
Research results have shown that the impact of risk factor on the relationship between logistic services and customer loyalty is statistically not important, while efficiency factor of website has a great impact on online customer loyalty. According to the stated it can be concluded that efficient and integrated system of company`s logistics is the basic prerequisite for providing superior services, building customer loyalty and therefore achieving competitive advantage in the market.
However retailing companies in providing superior logistic services face many problems both in online and offline environment. Customers use different ways to value performances of quality of logistic services, meaning reliability, speed, accuracy, flexibility, security, information, etc. Therefore it is very hard for companies to determine desirable level of logistic services quality which will lead to increased customer satisfaction and company’s competitiveness. 
Assuming that customer satisfaction is the difference between expected and received customer values, companies use the method of ``listening`` customers needs in order to fulfill their expectations. Retail companies can also provide extra logistic services, which will exceed the customers needs (e.g. growing concern for customers, providing additional information, etc.), and lead to creating loyal customers.
3.2. The Importance of Logistic Services Providers in Creating Customer Satisfaction and Loyalty

  In the last 20 years significant growth in the market of outsourcing and ``third part logistics`` (3P logistics) has been recorded (Large, 2011). Primarily, in developed countries the number of companies (providers) providing logistic services to other companies has been increasing. 3P logistics is a complicated contract system which is made of great number of connected logistical functions. 
In the process of creating customer satisfaction and loyalty it is important to point out the logistic service providers` customer orientation. Namely, providers provide ``individualized`` logistics services which are customized to individualized customer requirements (e.g. requirement for specific delivery locations, periodical reports on achieved performances, etc.). Thus affects the improvement of companies` logistic performances, companies which are logistic services buyers from specialized providers.
The authors (Tian, Ellinger and Chen, 2010, pp.356-376) in this paper have done the research in which they showed that customer orientated providers provide superior logistic services and participate in creation of satisfied and loyal customers. Customer orientation in business of logistic service providers, representing the basic assumption for improvement in company`s logistic system, is shown in figure 6.
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Figure 6: Model of customer approach for logistic services providers (Tian, Ellinger and Chen, 2010, pp.356-376)
Research results have shown that logistic service providers should satisfy customers demand by continual fulfilment and overcoming expectations when using services. Thus providers impact on improvement of the retail companies` logistic system and on providing superior value to the customers in order to achieve competitiveness in business.
According to this model it can be concluded that the use of customer orientation in providers` business has positive impact on service variety, information availability, timeliness and continuous improvement. The main purpose of providing superior logistic service is creation of customer value which will increase satisfaction and loyalty of final customers.

The use of customer approach, starting from fulfilment of customers needs, brings benefits to all participants in the supply chain. These benefits refer to achieving competitiveness by logistic service providers, achieving outstanding business results and creation of satisfied and loyal customers.
4. The Role of Customer Service in Retail Chain Operations

As previously mentioned, in the early 90is the process of integration of logistic and marketing functions in companies began. Customer service, as a result of integration, increases customer loyalty and is one of the main activities in creating company`s competitive advantage.

Efficient management of components of customer service in retailing is the basic assumption of successful company`s business. The most important elements of customer service in retailing are: good availability, suitable store location, quality of goods package, reliability and accuracy of delivery, benefits of ordering, responsiveness to complaints, possibility of goods exchange, payment terms, quality of customer service, etc. (Božić and Aćimović, 2010, p.109).
In business literature many examples of companies using successfully customer service management can be found. The most successful companies on international markets are using informational technology and internet as their way of selling goods and services in order to provide extra value to their customers. Many companies use both classic retail forms and online shopping, while there are companies who exist only online, like Amazon.com (begun with selling books, now selling many different products) and Booking.com (online travel agency used for booking hotels). 
4.1. The Example of Carrefour
Numerous case studies from retailing literature show the important role of customer service in increasing sales and creation of loyal customers. One of the examples from business practice is retailing chain Carrefour Group (Božić and Aćimović, 2010, p.109). This French retail chain has six different retailing formats: Carrefour hypermarkets and supermarkets, Carrefour Express, DIA, Maxi DIA and Carrefour City. Buying chain Promodes in 1999 Carrefour became a leader in Europe and second biggest retailing chain in the world. Using the process of internationalisation the chain expands to the Asian market.
In the global supply chain management Carrefour successfully uses politics of customer service (providing right product on the right place at right time). In the process of customer service it is important for retailers to understand customers preferences and to personalise and adjust service to individual customers in order to increase number of loyal customers.
For example, Carrefour develops big distributive network in Spain in order to attract and keep great number of customers, who do their shopping ``under one roof``. The main assumption for providing good customer service is good knowledge of consumers. Therefore Carrefour introduces loyalty cards for identification customers’ needs and expectations. The offer of loyalty card and shopping credit for certain product categories affect the customers’ attraction and keeping. The use of loyalty cards can provide certain discounts to the customers, one extra shopping after certain number of purchases or customers can collect points for each shopping. So Carrefour can follow the history of relationship between retailer and each customer and the database can be formed (Lovreta, Berman, Petković, Veljković, Crnković and Bogetić, 2010, p.235).

On Chinese market Carrefour uses the strategy of lower prices and availability of goods ``in one place``. Unlike the European market, where hypermarkets are located outside city centre, on the Chinese market smaller retail formats are located in the centre. Chinese customers prefer to buy smaller quantities of goods several times a week. They use bicycles or busses as main way of transportation unlike European customers who mostly use cars. Thus customers are provided benefits in terms of location (place of purchase) closeness. 
Carrefour implements efficient system of managing warehouse and distribution and provided reliability and accuracy of goods delivery in shops around the world. Beside that, control of all logistic costs (transport, warehousing, human resources, etc.) is done in order to minimise them in the structure of sale price. The use of e-trade and e-logistics provides benefits to customers when ordering goods and services. Online communication with other business partners (providers) in supply chain is done using online portal named CarrefourNet. In order to increase customer service quality different programs for training employees, providers and other partners in supply chain are used.
During the last past years Carrefour uses the concept of sustainable supply chain, which means providing customer service in accordance with the basic principles of sustainable development. Carrefour is just one of many big retail chains which successfully uses the policy of customer service and thus contribute to increasing customer loyalty and achieving competitive advantage on international markets.
4.2. The Example of Dell Computers

Dell Computer is one of the biggest companies producing PCs. They sell their computers on the world market using different retailing chains as well as their own shops. After careful consideration they realised that selling price of their computers consists of high reseller’s margins. So their founder Mr. Dell asked one simple question: ``How to make process of PC purchase easier and cheaper?`` Dell company started using internet as their shop, they started using e-trade.
The computer industry is one of the fastest changing industries in the world and the needs of customers differentiate a lot. Need for low stocks and full customisation of computers were obvious. On Dell Company`s website each customer can choose one of recommended configurations or configure the computer satisfying his/her own needs, and then order and get that computer in 5 days on the home address. Using e-trade Dell can satisfy his customers’ needs before producing the computer, while other computer manufacturers working through retailers first produce computer and then sell it. Their customers can only choose from final products. Therefore Dell creates loyal customers while increasing sales margins and lowering material and final products stocks. It is very important to point out that Dell`s e-trade is used by company buyers as well. They have a special part on Dell`s website where they can follow earlier purchases.
The con of using e-trade for Dell is higher transportation costs, because now they transport small quantities to more addresses (each customer). Before they we transporting huge quantities to just few addresses (addresses of distributors or retailers). According to the fact that computer is an expensive good and that transportation costs are just 2-3% of sales price, this increase in transportation costs does not have big impact on sales. 
Finally, Dell also uses internet for being connected to his suppliers, who can follow the online orders and know how much stock to deliver. The costs of warehousing and handling materials are minimised. 

Transferring part of its sales to online trade Dell made big profits and provided his customers possibility to customise its computers. They provided them extra value, which lead to creating satisfied and later loyal customers (Heizer and Render, 2011, p.502-504).
5. Conclusion

Customer service, as part of marketing logistics, is one of the main means of attracting new and keeping existing customers. Efficient customer service management becomes one of the most important sources of retailing companies’ competitive advantage.
The researches have shown that customer service has more important role in providing customer satisfaction and loyalty. The most important elements of customer service are: benefits of ordering, goods availability, efficient delivery, returning policy, etc. In order to develop integrated logistic system and provide efficient customer service the use of informational technology has the main role. Informational technology impacts the improvement of relations with customers. Customer approach of logistic service provider is important in the process of creating customer satisfaction and loyalty. Providers adjust logistic services to the individual customer needs and increase company`s logistic performances in order to provide superior value to the customers.
Case studies from business practice show that efficient management of customer service increases customer satisfaction and loyalty and improve competitiveness in long terms. Examples presented in this papers show that companies must focus on logistic services as much as they focus on production. Both retailers, like Carrefour, and manufacturers, like Dell, must have efficient customer service management in order to give extra value to their customers, who are the source of their profits and competitiveness on markets.
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