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1. Introduction

A service guarantee has been defined as a writtanige of performance combined with an
offer of compensation in the event that servicerpses are not achieved (Kashyap, 2001;
Sum et al., 2002). Service guarantees are thoaghigact positively both consumer behavior
and organizational outcomes. Consumer behavioctsffas evidenced in prior research,
include increasing perceptions of quality (AndaléeBasu, 1998; McWilliams & Gerstner,
2006; Wirtz, 1998), moderating the perceived ripurchasing services compared with
products (Boshoff, 2002; Kandampully & Butler, 20Q&e & Khan, 2012), increasing
customer satisfaction (Hocutt & Bowers, 2005; Md@afh & Gremler, 2004), and

improving re-purchase intentions (Dutta, Biswasz&wal, 2007). Organizational benefits
are linked to employees’ motivation and learninghespresence of a service guarantee raises
internal awareness of service attributes considiengdrtant to customers and improves
employees’ motivation to provide a high-qualityvsee (Bjorlin-Lidén & Sandén, 2004,

Hays & Hill, 2001; 2006). As service guarantee® @snerate customer feedback through the
claims compensation process, service failures oawige opportunities for service

innovations (Sarel & Marmorstein, 200lucci & Talanga, 1997), and quality improvement
(McColl, Mattsson, & Morley, 2005; Robertson, McQuin, & Kandampully, 2012).

Given these compelling arguments for their adopitigs not surprising that service
guarantees have been employed across many conswariats including—fast food (Fabien,
1997), airlines (Cahill & Warshawsky,1995), telegoomications and financial services
(McColl & Mattsson, 2011), healthcare (Lewis, 1998)sure (Maher, 1992), professional
services (Hart, Schlesinger, & Maher, 1992), anegtation (Ostrom & lacobucci, 1998).
However, in a review of 20 years of research ietwise guarantees, Hogreve and Gremler

(2009), conclude that although service guarantaes heen studied extensively as a means of
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gaining a competitive advantage, scholars havaadtessed how business-to-business (b2b)
customers value service guarantees.

Service guarantees are considered to be espeapgilppriate under certain market
circumstances including where the price of a serisdigh, customer’s expertise is low,
expectations of service quality are high, wherem@anization depends on repeat customers
and service failure can have significant reperamssiand where brand recognition is not
easily achieved through conventional marketing comication channels (Hart, 1988; Hart,
Schlesinger, & Maher, 1992). As these conditiomesadten found in industrial markets, it can
be assumed that service guarantees are highly @tein b2b relationships.

However, despite their considerable relevancedastrial marketing, there are few
studies that focus on service guarantees in b2mninthese, in the field of information
technology, M’Chirgui, & Zouhaier (2011) studiecetrelationship between service
guarantees and service quality in network andmetesettings, while Bhargava and Sun
(2008) specifically examined how performance-cageimt pricing schemes may be adopted
within this sector. The link between contractualgmance and performance measurement
has also been investigated in a public transpartest (Enquist, Camen, & Johnson, 2011)
while Liu and Xie (2013) analyze guaranteed seryguality in a supply chain context. In a
study of consumer service guarantees, Meyer, Greanid Hogreve (2014) examine the
relationship between service guarantees and a aonigpstock market value, concluding that
the size of effects depend on the scope and ingakdmditions of the service guarantee. To
date, empirical evidence confirming the perceivalli® of a service guarantee for industrial
buyers is lacking. Against this background, we exanorganizational buyer’s attitude
towards service guarantees and measure their gviiss to pay for a guaranteed service.

Thus, the present study addresses two key questions



1. How do b2b customers value a service guarantee?

2. Would b2b customers be willing to pay a premiumdauaranteed service level?

A key rationale for conducting such a study is plogential for a service guarantee to
add value to business customers and the implicafmma b2b organization’s positioning. As
concluded by Kalafatis, Tsogas, and Blankson, (R08Ithough there is a clear indication of
the relevance of positioning within the businessndm, there is urgent need for research
dealing with the subject. This conclusion remaiakdvtoday. As such, this study responds to
a call for research on positioning in the b2b demaixamining whether service guarantees
(with their service promises) can constitute a sewf value on which to build positioning
strategies. In addressing this topic, we draw fearly work by Anderson & Narus, (1995)
who describe how services can add value to a mafketing in b2b marketing. We focus
specifically on business customers that are endsusfea service provided by the supplier
organization.

Empirically, we conducted two related studies ie ttontext of a b2b organization
involved in testing soil and water samples withie fTesting, Inspection and Certification
(TIC) industry. The TIC sector consists of confagrassessment bodies that provide various
services ranging from auditing and inspection wiig. Adopting an exploratory approach,
study 1 explores buyers’ attitude to a guarantesdice performance and identifies service
attributes which could be incorporated into a senguarantee for testing in the second study.
In study 2, conjoint analysis was undertaken tonera the perceived value of a service
guarantee in terms of customers’ purchase intesitgomd willingness to pay a price premium
for the guaranteed service. To analyze the datadwe® on signaling theory which has
previously been applied to service guarantee reke@.g. Meyer, Gremler, & Hogreve,

2014). Signaling theory is a suitable frameworkitags intended to reduce information
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asymmetry between two parties (Spence, 2002). Aasis a cue that a seller can use to
convey information about product/service attributdsch may be difficult to observe (Rao,
Qu, & Ruekert, 1999), which is often the case il offerings.

Our findings contribute to both the b2b and sergoarantee literatures in a number
of ways. First, our study demonstrates that sergearantees can signal added value as
customers were willing to pay a substantial premfoma guaranteed service compared with
a non-guaranteed offer. This study therefore exqmdvious research on service guarantees
by demonstrating how service guarantees can ade wala b2b setting. Second, we build on
prior research in positioning in b2b (Kalafatispgas, & Blankson, 2000), by demonstrating
how service guarantees may be used to provide at wdi differentiation against other
suppliers and be employed as a base for positiostiegegy. Third, our study highlights a
number of challenges in designing a suitable guaeaand compensation offer for industrial
buyers.

We begin the remainder of the paper with a reviéthe extant literature on service
guarantees relevant to b2b services, focusing sndeovice guarantees can signal value and
their link with positioning. Results of the two dtes are then presented and discussed.
Finally, we discuss the findings and conclude byressing theoretical and managerial

implications.

2. Serviceguaranteeliterature

In line with our research aims, the literature e®wis organized into four sections: what is a
service guarantee and how it should be designégl, (®ow value is conceived in b2b (2.2),
what service guarantees signal to customers @a8)the link to positioning strategies in b2b

(2.4). Given the dearth of empirical research amise guarantees and positioning in the b2b



marketing literature, our literature review integsafindings from consumer research. We
begin by considering the nature of a service guaeand its design as a starting point for

considering their application to a b2b context.

2.1 Service guarantees and design

Hogreve and Gremler (2009), contend that a seguegantee should contain an
explicit promise made by the service provider tiivée a certain level of service to achieve
customer satisfaction and remunerate the custdrtiez service is not sufficiently delivered.
This definition raises important issues concerrgagyice guarantee design, comprising its
scope, compensation, and invoking procedure. Untiondl service guarantees that promise
100% customer satisfaction are considered more gfoltban conditional guarantees as they
allow customers to be the judge of quality (Ha@&38). Conditional guarantees, on the other
hand are more widespread, and make specific asmgamnound the service offer such as a
guaranteed delivery time (McColl & Mattsson, 201filjas been found that “conditional
service guarantees might inhibit customers fromagirgy in opportunistic behaviors such as
invoking the guarantee after a satisfactory sere@cevery, while an unconditional service
guarantee might trigger opportunistic for some,ngtall, customers” (Van Vaerenbergh, De
Keyser, & Lariviere, 2014, p. 56).

A strong service guarantee should be easy to utatherssimple to communicate,
meaningful to customers and credible (Hart, 1988)ere possible, a service guarantee
should stipulate a penalty for non-performancedisn specify the compensation process
(McDougall, Levesque, & Vanderplaat, 1998). Consaly, the guarantee design process

should begin with a detailed understanding of tlaeket environment (Fabien, 2005).



Despite these recommendations, empirical reseaslsiown that many service
guarantees are not well designed, implementedyaluated after their introduction. Common
mistakes include a lack of commitment from the thiecutive officer; insufficient clarity
surrounding the purpose of the guarantee; inadequatket research prior to launch;
insufficient consultation with key functional mamag during the development phase;
ambiguous allocation of responsibility for on-goimgnagement of the guarantee; and an
absence of any performance review (Baker & ColR€Q5; Kukar-Kinney, Walters, &
MacKenzie, 2007; McColl & Mattsson, 2011). In surmpa&ervice guarantee design
elements—scope, relevance of promises, level opemsation and invoking procedure—
moderate potential customer effects. Enhancing\aceeguarantees’ potential involves

uncovering customers’ service priorities and tgstircombination of service promises.

2.2 Service guarantees as signal of value

Consumer benefits of a service guarantee may baiegd by signaling theory.
Signaling theory emerged from the study of econsmitder conditions in which buyers and
sellers possess asymmetric information during ntankeractions (Spence, 1973). For
example, whereas sellers know their true produatityuprior to sale, it is more difficult for a
buyer to assess it, in particular, because serciocemprise experiential properties (Faroughian
et al., 2012; Vargo & Lusch, 2008). Signaling thelbas been applied previously in studies of
service guarantees and warranties. For examplsuowgrs’ perceptions of alternative
warranties that varied in length and scope werededs an early study by Boulding and
Kirmani (1993) who found that a credible warrantsabeneficial to the high-quality firm but
not for the low-quality firm. A further study assésy whether a hotel with an outstanding

service reputation would benefit from offering anddional service guarantee concluded that



a guarantee reduced perceived risks of purchasenarginally raised customers’
expectations (Wirtz, Kum, & Lee, 2000). In sum @ taken by an organization to
differentiate their service through the introduntif a service guarantee may signal added

value which in turn, influences market positioning.

2.3 Value and service guarantees

Value creation may be examined from two perspestiketh relevant in the b2b
context: value creation for the customer throughdfiering, and joint customer-supplier
value creation. The joint customer-supplier valteation perspective posits that rather than
being embodied in products or services transawtde originates in relationships (La Rocca
& Snehota, 2014a; Palmatier, 2008; Payne & Holg9t®laga & Eggert, 2005). Two
concepts in particular have been used to exprésgltha: ‘value co-creation’ and ‘value-in-
use’ (Lusch, Vargo, & Malter, 2006; Lusch, VargoBrien, 2007). The belief that value
originates in several different facets of the ietahip between buyers and sellers, rather than
being embodied only in the products or servicesstiated, is a result of the ‘relational
perspective’ becoming increasingly important inviser and b2b marketing (Hakansson &
Snehota, 1995; La Rocca & Snehota, 2014b; Vargasch, 2008). In b2b specifically, the
value-generating process has been largely rethdaghtAnderson & Narus, 1998; Corsaro
& Snehota, 2010; Lindgren & Wynstra, 2005) andvalkie of a relationship has been argued
to depend on the content and consequences themskaip has for the customer and supplier
(beyond the monetary consequences of the owneo$liiye products exchanged). Ramirez
(1999) encapsulates this view noting that valuergegefrom business activities and therefore

the task of management is to organize those aesvit

From the perspective of ‘value in offering’, thduacreation for the customer relates

to how customers perceive (superior) value in gbkeips offering compared with



alternatives. According to this view, value is adide products and services (the ‘get’), after
uncovering eventual customers’ needs, and the ptadiservice is delivered to customers in
exchange for some sacrifices, the ‘give’, oftethie form of a price premium (Anderson &
Narus, 1998; Zeithaml, 1988). The development (@uperior) ‘value proposition’ is a
critical component of the business strategy (Ka@glddorton, 2001), defined as the
customers’ perception of the firm being consistedifferent on important attributes relative
to its competitor’s offering (Bharadwaj, Varadargj& Fahy, 1993). Evans and Wurster
(1997) for instance, view the value propositiorireasrwoven with the core service activities
of an organization. Differentiation may be soughvarious ways so that diverse forms of
value may be created for different distinct segmefihderson and Narus (1995) highlighted
the crucial role of services in differentiating@pany’s offering but also observed that
suppliers have the tendency to add layer upon lafyservices to their offerings without
knowing which services customers really want. Thasg@ors recommend that managers
place greater effort into analyzing their serviaad deciding which to offer as standard and
which as options. Anderson, Narus and van Ross@@6(stress the importance of
‘demonstrating and documenting’ the claim that age offering provides relevant and
superior value for customers. ldentifying threeetyf value propositions — ‘all benefits,
favourable points of difference, and resonatingufde- the authors suggest that ‘resonating
focus’ should be the gold standard. Their argunietitat the “supplier can provide such a
customer value proposition by making their offesirsgiperior on the few elements that matter
most to target customers, demonstrating and doctimgetie value of this superior
performance, and communicating it in a way thatvegs a sophisticated understanding of

the customer’s business priorities” (Anderson, Na&van Rossum, 2006, p. 3).

In an early model, Heskett, Sasser and Hart (1@@@)porate positioning into this

thinking by describing salient dimensions of seevitrategy to include identifying service
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priorities of a target market, crafting the valuegmsition, and communicating customer
value. In their model, positioning moderates tHati@nship between target market selection
and the value proposition defined as “a procesghich all aspects of the strategic service
vision are designed and managed in relation tcooust needs and the offerings of
competitors (p. 26).” In sum, the relationship betw value and market positioning has been
well established in both the consumer and b2kalitee. Positioning is at the very heart of
designing the service and the way it is delivef@uboStack, 1987). Consequently, positioning
exists beyond just marketing communications to @sklcustomer’s perceptions of the value

proposition and its realization.

2.4 Positioning in b2b

Positioning has been defined as the “act of desgythe company’s offering and
image to occupy a distinct place in the target mgskmind” (Kotler & Keller 2003, p. 308).
The concept of positioning was first developedansumer marketing but was deemed to be
highly applicable to industrial contexts (WebstE91). However, implementation was
acknowledged as being more challenging in busimes&ets (Bingham & Raffield, 1995)
and practical insights about how to manage indalgbositioning strategies are rare in the
literature (e.g. Muhlbacher, Dreher, & Gabriel-Ritt1994). Despite acknowledging that
positioning is relevant in b2b, Kalafatis, Tsogasd Blankson (2000), observed that
empirical research in positioning within the domairb2b marketing was limited. In their
work, the authors identified specific positionirtgasegies indicating hard-choice criteria (e.qg.
product performance, pricing, etc.) and/or relagtop building factors (easy to do business
with, personal contact, etc.) as key elements bfdaInpanies’ differentiating strategies.

Kotha and Vadlamani (1995) found in their study ttéferentiation strategies can be based



on various factors — differentiation by quality sdg, support and image — and raised the
issue of the limits of the ‘generic strategieshfi@vork (Porter, 1980) in b2b contexts.
Service quality has also been a particular focugséarchers as a means by which firms may
achieve a differentiated position (Eisingerich &IB2008; Rust & Oliver, 1994; Zeithaml,
Berry, & Parasuraman, 1996). Service guarantees bagn shown to positively influence
customers’ perceptions of service quality providingtrong signal of a company’s quality
intentions (Andaleeb & Basu, 1998; Erevelles, R&yip, 2001; Hocutt & Bowers, 2005).
Jalkala and Keranen (2014) identified four bransifpaning strategies for firms
providing customer solutions in B2B markets: custovalue diagnostic, global solution
integrator, high quality sub-systems provider, komd)-term service partner. The authors
suggest that these strategies reflect the tendafrsyppliers to position their brands around
different capabilities needed at different phadab@ solution delivery process. In
combination, these studies demonstrate how secaipabilities may be utilized to

differentiate a b2b supplier and employed as a feaggositioning strategies.

3. Resear ch methodology

Our study is centered on a European-based intenadtiesting laboratory providing
water and soil analysis to other organizationsiwithe TIC industry. Analyses involve
complicated testing and require a high degree afiracy and reliability. As such, a standard
water or soil analysis is quite expensive duegedamplexity and significant investment in
specialized personnel and modern laboratory faslifThe firm has three broad customer
segments — other testing laboratories unable teigegparticular tests such as those for
radioactivity; engineering firms; and organizatisasponsible for natural resources

management seeking an independent analysis ofitlatetheir own tests.
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We conducted two studies. Study 1 employed seméstred, personal interviews;
and Study 2 involved conjoint analysis on survetad@his combination of research studies is
characterized as a mixed-method design as desdrp@dhnson and Onwuegbuzie (2004)

and has been employed in many studies in marketing.

3.1 Study 1 — semi-structured interviews

Study 1 comprised two objectives. First, this stadgressed the first research
guestion concerning how b2b customers value aceguaarantee. Second, in order to
conduct conjoint analysis (study 2) we needed ttetstand customers’ service priorities to
identify potential service attributes that couldibeorporated into a suitable service
guarantee. The preceding literature review higléighe importance of effective service
guarantee design. Consequently, care was takerstoesthat we tested a pertinent service
guarantee using the steps outlined in the prexdeaton. We undertook semi-structured,
personal interviews by telephone with managersluagin making the decision to engage an
external testing laboratory. To establish servigerjies, we began personal interviews with
an open-ended question where respondents were tsledcribe the six most important
criteria in choosing a commercial laboratory. Bpendents failed to reach this number or
responded with general terms such as ‘servicejuality’, the researchers probed further
using attributes adapted to a laboratory contexhfthe measurement scale INDSERV
(Gounaris, 2005), designed to broadly capture lePice quality. This scale identifies 23
service attributes summarized into four sub-scadetential quality, hard process quality, soft
process quality and outcome quality. Respondents salected from a list of current
customers of the laboratory using maximum variaampling. This involved convenience
sampling a cross-section of each customer segmegmgsenting large and small firms, and

public and private organizations. Before intervidwegan, respondents were verified as
11



decision-makers, a sampling strategy defined bysBoland Foster (1989), as a key
informant approach. Interviews used a conversatigie generated by an interview guide
consisting of open-ended questions as suggestdtirighiello et al. (1995) (appendix 1).
Open-ended questions are considered more likalsfiect a respondent’s own thinking
leading to stronger content validity (Dey, 1998})eflviews continued until a convergence of
views was established as recommended by Miles ameithan (1994), producing a sample
of 20 interviews. All interviews were conducteddnglish and lasted between 25 and 45
minutes. Responses were registered in real-timg d&ld notes, an advantage of telephone
interviews over face-to-face methods. Qualitatesearch is often created through this dual

process of textual production and reproduction i#st&n, 1992).

3.2 Study 1 results

In addition to presenting text-based themes, we ad®opted a descriptive statistical
approach to summarize the interview data. Suclpproach was deemed appropriate to
ensure that our analytical procedures were relidblqualitative research, reliability refers to
consistency in the use of analytical proceduredafSioani, 2003; Leung, 2015) in order to
avoid method or personal bias in data analysiseiGthat our objective in study 1 was clear
and focused, we followed Silverman's (2013) recomataéions which suggests constant data
comparison, comprehensive data use, and the uables for classifying the findings. In our
analysis, we used the full range of qualitativeadedm our interviews and systematically
compared them when building our tables of the sersttributes (Table 1). We also classified
interviewees’ responses about their attitudes tdsvaervice guarantees (Table 2).

Table 1 records responses, in order of frequendhd question that was designed to
identify the choice criteria used to select a comuia¢laboratory. Responses included —

quality of analysis (20 responses), meeting deadl{i8), analysis time (17), offering a full
12



range of services (15), employing qualified andezignced staff (11), modern facilities (11),
competitive price (9), accounts that are understhied(8), understands our specific needs (7)

and being open to suggestions and new ideas (4).

INSERT TABLE 1 ABOUT HERE

Turning to respondents’ attitude toward guarantegeneral, results of the personal
interviews established that the majority of respomd (14/20) were positive about the
concept of a service guarantee and especiallypedontaining specific conditions
compared with an unconditional variety (Table 23.roted by one responde®00%
satisfaction seems more appropriate for a hotelestaurant than for a laboratoryAnother
stated that arunconditional guarantee gives the impression thaté is a risk that many
things could go wrong.Concerning the positive aspects of a serviceajutae, three themes
emerged-— (i) a service guarantee was as a sigmatifygand that the company stood behind
its service, (ii) a service guarantee demonstratedmmitment to customer service, and (iii)
it showed that the organization understood itsarusts’ needs. None of the respondents
mentioned how a service guarantee might be usmdpmve internal quality through changes
in employees’ behaviour despite this being raised benefit in the literature review.

Negative views about the general concept of a semyuarantee were expressed by
4/20 respondents while a further 2/20 were eithevigalent or felt that they didn’t have
enough information to say one way or another. Negatiews comprised the following
reasons — that the company should be professiooaigh to provide quality service without a
guarantee, having a guarantee raises the possthiit service promises won't be met, or that
it didn’t sound professional -séunds like a cheap cafeoted one respondent. Some

respondents with negative views also wondered veinekiey would bother making a claim
13



even if there was a financial benefimaking claims could take a lot of work and confoige

accounts staff. And ‘If the service is poor it’s too late and a refuisdpointless.

Responses concerning the issue of compensatitwe ievient that a service guarantee
were invoked received mixed reaction with five i@sgents saying that they were unsure as
to what could constitute an appropriate penaltye Fespondents suggested that a 25%
reduction on the standard chemical analysis feeappsopriate while three felt that a
discount of between 25% and 50% was warranted. Meryéhe most common suggestion
was for a small discount of 10 % (seven responjleNtse of the respondents mentioned the
possibility of a non-monetary penalty. The majodfyrespondents 12/20, expected that a
service guarantee would attract a price increassp&dents who felt that the service
guarantee should be included at the regular sefeeargued that investments in quality
initiatives required to put a service guaranteplate would lead to productivity gains and
should not add to the overall cost of providing skevice. Of those respondents who would
be prepared to pay extra for a strong service giteeaparticularly if the guarantee concerned
a faster chemical analysis, five respondents egpédct pay a price surcharge of between 26-

50%, six expected an increase of between 1% anda2isPone respondent was unable to say.

3.3 Study 2 — survey and conjoint analysis

We employed conjoint analysis to address our seoesehrch question, testing
whether customers would be prepared to pay a prem@ium for a guaranteed level of
service. The qualitative study established thattroestomers were interested in the general

concept of a service guarantee and a small majexjpected the guaranteed service to attract
14



a price premium. However, in each case specifiditimms of guarantee were not presented.
To determine which service attributes were mosragting for inclusion in a service
guarantee, whether customers would be willing gpgarice premium and how much, we
employed conjoint analysis. Conjoint analysis widely used technique in marketing for
measuring, analyzing and predicting customers’orses to value enhancements for both
new or existing products and services (Lilien, Resvgamy, & De Bruyn, 2006; Vass, Rigby,
& Payne, 2017). This technique allows researclec®inpute average utility values (part-
worths) for each service attribute to assess thkitive importance to customers. Moreover,
it combines simple data collection with sophisgchstudy design and estimation methods.
Conjoint analysis has been frequently used by sehab assess utility in b2b marketing
(Stremersch et al., 2003; Wuyts, Verhoef, & PrRB09). While several conjoint analysis
methods exist, Adaptive Conjoint Analysis (ACA)ise of the most widespread as it
combines two types of methodologies (steps) imglsitool.

In step one, we identified the most valuable iserattributes by having
participants select options using a self-assessqeggtionnaire. The original list of service
attributes was derived from findings in study 1K{[Eal) and included the following factors -
quality of analysis, meeting deadlines, analysiefioffering a full range of services,
employing qualified and experienced staff, modewilities, competitive price, providing
understandable invoices, understands our spe@éds and being open to suggestions and
new ideas. A survey link was emailed to current@uers with a covering letter attached
explaining the purpose of the study and requestiag participation. To ensure that
respondents did not complete the survey multiphes and were actual customers of the firm,
we requested that they confirm their email addag$e end of the survey in order to receive
the results at a later date. Collecting participa@iail addresses ensured that the survey was

completed only once and by the target sample. Usiofgssional buyers in a field study
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represents a strength of the study as much ofs®arch on service guarantees is based on
student samples (Hogreve & Gremler, 2009).

Results of step one identified ‘analysis time’.(hew long the soil or water analysis
took to complete) as the most important serviagbate. This finding provided content
validity and triangulation for the results in stutlyvhere respondents claimed that major
industrial projects could sometimes be delayedevniaiting results of samples,
consequently speed of analysis was critical. Taedstrd completion time was 2-4 weeks,
however this could vary depending on demand angdlg@md vacation periods. The two-step
process is a requirement of conjoint analysis turact many variables into one and
represents an advantage compared with alternaiw@sas multiple factorial experiments
(Toubia et al.2003).

In the second step, the preferred attributes wesessed by participants combined in
partial profiles. The sampling pool was the sammasep one but with a delay of one week
while the various combinations of analysis time aadvice guarantees were constructed. A
new survey link was emailed to 195 customers otWwHhiO7 responses were collected,
exceeding the required sample size of 50-60 recardateby Orme (2010). In order to
estimate customers’ interest in having a guararaeedysis time at a higher price, we
proposed four levels of guarantee with a price juwem(Table 3), based on the findings
resulting from study 1(no guarantee; guarantee motiextra charge; guarantee with 50%
price premium; guarantee with 100% price premiuiree levels of ‘analysis time’ were
proposed for three levels (standard time; stantiarel minus one week; standard time minus
two weeks). Standard time was not specified bstauers would have some expectation
based on past experience with the firm. Althoughdérvice guarantee literature argues that a
guarantee should also state a penalty for non-pesaioce, it was decided not to include this

variable as the objective was to assess the pexteaiue of service promises. Incorporating
16



another dimension into the study (penalty clauisé&ed introducing a confounding variable.
This decision was further justified by mixed viessorded by respondents about what would
constitute a suitable penalty in the event of failito meet guaranteed performance.

We also chose ACA as the analysis method due smlaptive capabilities. As the
software uses a combination of preference ratimgpair-comparisons to estimate the part-
worths of the respondents, questionnaires are wiztad to each respondent’s preferences
resulting in more accurate estimations of part-n@rEurthermore, ACA provides a
continuous re-estimate of each participant’s pantiwas the survey progresses. Although
each respondent assesses only a few profiles ebsriti of the study every profile will have
been evaluated. For this step, using the SawtoGhA ol to assess participants' evaluation
of a set of partial profiles of the potential neandgce, we designed an online questionnaire to

obtain responses.

INSERT TABLE 3 ABOUT HERE

4. Study 2 results

The results of ACA show two types of informatiomnmely the relative utility of the levels of
each attribute (part-worth) and the importancehef attribute. It should be noted that while
the utility values of the levels always sum to zarbitrarily, they can be used for relative
comparisons. In other words, the utility values e absolute terms but are used to infer the
order of preference of each level. Table 4 repibrtsaverage utility values for each level of
the three attributes. In terms of analysis timés iinsurprising that shorter analysis time was
preferred over a longer time (STA=-26.25 vs. SAT@064). Similarly, a service guarantee at

no cost (73.33) was preferred to a service guagaatea 100% price premium (-35.86).
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However, the utility value of a service guaranteargy cost was greater than the utility value
of no service guarantee at all (-47.64), which sholat service guarantee was valuable to
participants, especially when the additional cestmaller or equal to a 50% price premium
(no cost=73.33; 50% price premium=10.17). When amng analysis time to service
guarantee, the perceived utility customers recefv@ah shortened times (52.29) is less than
the perceived utility from guarantees (120.97).réfere, we can say that having a guaranteed
analysis time is at least twice as important asipgpa shorter, but non-guaranteed analysis
time (120.97/52.29= 2.31). As expected, the utitifya guaranteed analysis time at no extra
cost (GNE) attracted considerable interest fronpaedents, although this benefit is not
commercially compatible with providing faster arsdytime (i.e. SAT-1 and SAT-2). ACA
technique, however, is more effective when all corations are available. Limitations can
lead to confounded effects and unstable estimatiartilities. Nevertheless, the results show

a compelling preference for a guaranteed serviogpeoed with a non-guaranteed service.

INSERT TABLE 4 ABOUT HERE

Sawtooth method also performed market simulatiorwder to calculate the purchase
likelihood of various combinations of features. Tigective was to capture the absolute level
of interest of participants in a particular prodacservice category by scaling the utilities to
estimate purchase likelihood. We decided to craaeenario in which combinations of non-
guaranteed analysis times were compared againsirgead analysis at an extra cost (Table

5), to estimate the purchase likelihood for eaahlzioation.
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INSERT TABLE 5 ABOUT HERE

In all three scenarios, the likelihood to purchass higher when a guarantee was
offered, especially for scenarios one and two. Jinehase likelihood for these scenarios
doubled with a guarantee for nearly all combinatiddustomers in our sample were clearly
willing to pay a 50% premium even if the analysmse were longer (34.96 vs. 17.01), which

leads to the conclusion that guarantees are mquertant than analysis time for this service.

5. Discussion
Our findings show that customers were generallytipesabout a service guarantee if it could
lead to improved services, in particular the gyalitthe chemical analysis, time taken to
provide test results and meeting of agreed dead|Btidy 1 found that service guarantees
can transmit both positive and negative servicdityugignals. Positive signals convey
messages that a service guarantee provides af spallity, that the company stands behind
its service, is committed to customer service, thadl the organization understands its
customers’ needs. However, a service guaranteeaisaycommunicate a negative message.
Some respondents were concerned that offering ergleguarantee could signal the
possibility that service promises may not be nagsimg the risk of not delivering the service
promises. This somewhat negative effect appeaxsfigp® the nature of supplier
relationships in b2b markets compared with stud@slucted in a b2c context where service
guarantees have mainly been found to have pogigveeptions (Lee & Khan, 2012).

Service guarantees normally include two componam®xplicit promise to deliver a
certain level of service and a promise to compenitet customer if the service is not

sufficiently delivered (McDougall, Levesque, & Varglaat, 1998). Our findings show that
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there was no consensus as to what would be an@pdmpenalty for non-performance or
whether a penalty was relevant at all. Responses semewhat evenly distributed between
an appreciation of receiving some form of monetaypensation (a discount of between
10% and 50%) on the standard cost while othergHattmonetary compensation would be
immaterial. This divergence of opinion for compdisasuggests that organizational buyers
prefer service reliability rather than have thesptial of a financial windfall resulting from
compensated service failure. This reflects charstites of business markets where
shortcomings in the product/service purchased niighie repercussions on the downstream
value chain of the customer’s business. Furtherpimrgers also expressed concern with
administrative costs that would be incurred in mgka claim thereby reflecting the economic
logic pursued by professional buyers.

The second study assessed whether customers weplepared to pay a price
premium for a guaranteed service compared withtshanalysis time. Essentially, can a
service guarantee offer added value? When askelibimse between speed of analysis and a
guaranteed delivery date, customers were inter@stedth options simultaneously. However,
as this combination is commercially unrealistiopjoint analysis compels respondents to
choose between the two options. The result oftdssshows that the guaranteed date of
delivery was more than twice as important as agueranteed delivery even when the non-
guaranteed delivery may have been faster. Thecgeguiarantee appears to serve as a signal
of value where the organization will honor guarantservice times. Findings from conjoint
analysis also show that customers were willingay @ premium (of up to 50% on the base
price) to ensure that the service would meet predhdelivery times. The fact that buyers
were willing to pay a premium for a guaranteed iserhighlights the value adding potential

of service guarantees which may become a basesigpglier’s positioning strategies.
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6. Conclusions

6.1 Contribution to theory

This study makes a strong contribution to the itdiismarketing literature by evaluating the
perceived value of service guarantees in a b2kegbahd demonstrating implications for
positioning strategies. First, our study demonesrdihat service guarantees can play a
compelling role in signaling added value to indiastouyers, as customers in the study were
willing to pay a substantial premium for a guaradtservice compared with a non-
guaranteed offer. In this sense service guaract@amunicate a commitment to service
excellence by ‘demonstrating and documenting’ thleie of a supplier’'s superior
performance to customers, an important action ineradding described by Bharadwaj,
Varadarajan, and Fahy (1993), Kaplan and Norta®)12, and Anderson, Narus and van
Rossum (2006). By demonstrating how service guaesdd value in a b2b setting, this

study extends previous research on service guasifeey. Wirtz, Kum, & Lee, 2000).

Furthermore, our study highlights the challengedasigning a suitable guarantee and
compensation offer. As noted by Hogreve and Gre(@@09), without the promise of
remuneration, which can be monetary or nonmonegasgrvice guarantee remains
unsubstantiated. This issue however, appears teobe complicated in an industrial market
compared with a consumer setting where customeysomanollified by a small discount,
refund or gift. In a b2b context, the elements gliarantee and the compensation need to
reflect an understanding of broader consequenclesgér standing supplier-customer
relationships which go beyond the actual cost §raf the service. Consequently, service
guarantees in a b2b setting must be co-createtlyjowth the customer, a process described
by Lusch, Vargo, and Malter, (2006) to ensure thatservice guarantee is relevant and of

value to buyers. The co-creation model has apeptiar research suggests that service
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guarantees designed without significant input faretomers are less effective (Fabien, 2005;
McColl & Mattsson, 2011).

As a third contribution to theory, and specificatbyresearch on positioning strategies
in b2b contexts (Kalafatis, Tsogas, & Blankson,@0@e argue that service guarantees
represent an important element of a supplier’'gdtamm positioning strategy as these can be
highly valued by customers yet are not easily itadaby competitors. Our study suggests that
a service guarantee is important for positioningmwth signals features of the supplier’s
offering perceived as being critical by the custowreperceived by a buyer as a risk. As such
they have a significant role to play in creatingadue proposition, in particular in the type
identified by Anderson, Narus and van Rossum (2@86j)esonating focus’. This is in line
with research showing that, in a b2b context iipalar, failure to deliver the performance
promised can have consequences well beyond thetargnelue of the purchase (e.g. Ford
et al., 2011). Given that service guarantees ssessed or actioned by customers after the
service has concluded may increase their impassesrch suggests that a supplier’s
capabilities evaluated at the latter stage of thatiosn delivery process are particularly crucial

for b2b customers in shaping attitudes (Jalkalagkden, 2014).

6.2 Managerial implications

This study has a number of implications for mansggirst, we highlight the potential
of service guarantees as a device for marketimgiceeoperations, employee management
and customer service in a b2b context. Althougk shiidy focused on their value adding and
positioning potential, broader advantages are adkoowledged. These include decreasing
the perceived risk in purchasing, increasing custogatisfaction, building customer loyalty,
and supporting quality improvement initiatives e tsupplier organization. A service

guarantee focused on specific performance elencantprovide a stimulus for a customer
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orientation for the supplier organization as iedis employees’ attention around performance
priorities as defined by customers. In that contiéxtan benefit the overall strategic

capability and positioning of the supplier orgati@a beyond value signaling. Consequently,
service guarantees are not simply the domain oketiawg but should be integrated across the
organization, involving input from Operations andriian Resources Management. Although
service guarantees have been employed extensivetynsumer marketing, industrial
marketers have been slow to fully consider theiepoal.

Second, we show the capacity of service guarairtess industrial marketing context
to add value to a service offering. While addinyises represents a well-known strategy to
enrich value of an offering and generate suppliéemntiation, prior research has shown the
risks of adding services customers do not want éksoh & Narus, 1995). Our findings show
that service guarantees are perceived as valuatibe extent that customers are ready to pay
a substantial price premium. This finding is notetwy as industrial customers often dismiss
the real value of a service in order to obtairsipart of a standard package, a point
highlighted by Anderson & Narus, (1995). Conseglyemianagers may consider introducing
a service guarantee as a ‘paid for’ option rathantstandard for all customers. This is more
likely to lead to greater perceived value for thad® pay and those who do not. Potential
segments may include new customers or those wheigergreater risks in purchasing.
Indeed, generic service guarantees may be courddugtive as these may reflect the least
knowledge about customers and competitors. Althaaghmunicating customer value is
central to a strong service strateggsitioning effects occur over time and are depehde
building awareness of value attributes amongsetargstomers.

A third, managerial implication of this study isthmportance of careful design and
implementation of a service guarantee. An effecteevice guarantee must contain service

attributes actually valued by customers, as oppusé&ll benefits’ or ‘favourable points of
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difference’ as noted by Anderson, Narus and vars®Rns(2006). Consequently, service
guarantees in a b2b setting must be co-createtlyjoith the customer to ensure they are
relevant and valuable. Designing and implementargise guarantees in a b2b context
should also build on insights into the consequefjoesitive and negative) and economics
(costs and benefits) of customers’ operations aigtitmequire tools like value calculators. A
poorly designed service guarantee in industriaketsrmay in some cases transmit negative
signals to customers, with a negative impact ongieed value. In a newly established
relationship with no previous experience, a sergigarantee might generate more confidence
in the supplier, however, in high trust and estdi@d relationships offering a service
guarantee might signal the possibility that thepdiep is uncertain about meeting expected
performance standards. Careful consideration naugien to the costs associated with value
adding and positioning through service guarantéssuggested by the ‘give’ and ‘get’ idea
(Anderson & Narus, 1998; Zeithaml, 1988), manageed to balance the perceived added
value with operational challenges and costs astsatiaith delivering promises (and making
payouts). Therefore, a logical starting point fes@ssing whether an organization is suitable
for a service guarantee would be to consider testry characteristics proposed by Hart
(1988) and Hart, Schlesinger and Maher (1992).Algh developed with consumer markets

in mind, their criteria are pertinent to industmadrketing.

6.3 Limitations and directions for future research

As with all empirical research, this study hasaiertimitations. The study consisted of one
organization in one industry which appeared tolted to a service guarantee.
Consequently, care should be taken in generalihiegindings beyond this industry. Future
research might consider the application of sergic@antees in other b2b settings (e.g.

project, components, and technological serviced)iathe context of various customer-
24



supplier relationships. Such studies could estalplssible boundary conditions of service
guarantee effectiveness in b2b. Furthermore, oulystidn’t consider the payout or
compensation process. Justification of this degibias already been noted and may be
considered to fall outside the scope of the cursaudy. However, conceiving a payout for
breaches of a service guarantee are more complicat®b markets where offers of a small
financial penalty may be irrelevant. Consequenmtiyestigating the impact of alternative
compensation offers represents a potentially r&h of research on this topic. In terms of our
main research method, conjoint analysis has cedlitaitations. In this case respondents
evaluated options based on somewhat intangibli®atitss of a service guarantee which would
be more concrete in a real-world market launch eliee guarantee is supported by the sales
team and marketing communications. Finally, ourgpap founded on the well-established
link between perceived value and positioning, haveve do not actually measure
positioning effects. Consequently, future reseangyht consider studying the enduring
positioning effects of a service guarantee in fi@nsing customers’ value perceptions.
However, despite these limitations, our findingkena number of important contributions to

both research and management.
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Tablel

Respondent Summary

Responses

Respondent Cases

Servicecriteria

Potential quality

Full range of services
Qualified and experienced staff
Modern facilities

Hard process quality
Quality of analysis
Anaysistime

Meeting deadlines

Accounts are understandable

Soft process quality
Understands our specific needs
Open to suggestions/new ideas
Competitive price
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Table2
Respondent Summary

Responses

Respondent Cases

Overall interest in a service guarantee

Positive
Negative
Unsure

Compensation options

26- 50% refund
11- 25% refund
10% refund

Not sure/can’t say

Premium

Yes

No

Not sure/can’t say

Price premium
26-50%

Less than 25%

Not sure/can’t say
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Table 3 Service combinations tested

Analysistime Guar antee

Standard Analysis Time (SAT) Guarantee at no extra cost (GNE)

Standard Analysis Time minus 1 week (SAT- | Guarantee at a 50% premium (G50)
1)

Standard Analysis Time minus 2 weeks Guarantee at a 100% premium (G100)
(SAT-2)

No Guarantee (NG)




Table 4 Average Utility Values

Levels Total
Analysis Time
SAT -26.25
SAT-1 0.21
SAT-2 26.04
Utility from 52.29
SAT to SAT-2
Guarantee
GNE 73.33
GNE50 10.17
GNE100 -35.86
NG -47.64
Utility from NG 120.97
to GNE

Rescaling method: Zero-centered diffs



Table 5 Purchase Likelihood in %

Scenario Combination Likelihood Std
Err
1 SAT not Guaranteed 17.01 2.37
SAT Guaranteed at 34.96 3.40
50%
2 SAT-1 not 24.44 2.89
Guaranteed
SAT-1 Guaranteed 43.60 351
at 50%
3 SAT-2 not 33.09 3.19
Guaranteed
SAT-2 Guaranteed 38.18 3.73
at 50%






