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Ongoing Buyer-Seller Interaction in Business Servis
Including the Perspective of Service Providers

Summary

Prior studies have investigated the ongoing intemas between buyers and sellers of business
services after the contract has been signed. Téteslies draw on a classification of business
services, which identifies four types of servicesdd on how the buying company uses these
services, and demonstrate that for each of the detuice types, different patterns of interaction
are most successful. A limitation of these stu@ebat they build on data collected at the buying
company only.

This paper presents the results of a single emloecte study based on two-sided data collection.
We study the purchase of cleaning services fondrdirain stations and office buildings at the
Dutch Railways (DR) (first unit of analysis). At more detailed level, we study ongoing
interactions with two suppliers each providingthliee types of cleaning services (second unit of
analysis). The focus in this paper is on the seryicovider's perspective of the ongoing
interaction. We focus on supplier capabilities e&onnstrate why one buyer-seller interaction is
successful, whereas the other is not.

Introduction

Service management and services marketing researichee consistently been emphasizing that
services are produced in interactive processeseaeivine seller and the buyer (Gronroos, 2000;
Lovelock, 1983; Lovelock, 2001; Zeithaml & Bitnelr996). Traditionally however, these disciplines
have mostly been concerned with consumer servigespite calls for more research into services
directed at organisations rather than consumersw(i@r 2002; Parasuraman, 1998), the research on
business services is still rather limited.

Also from a purchasing and supply management petispe limited academic research is
available on business services (Carter & Ellran32@®heth, 1996). The literature that is available
focuses on the initial stages of the purchase peo@eg. supplier selection, Day & Barksdale J84)9
as opposed to the ongoing business relationshipanAexception, Mitchell (1994) briefly discusses
problems and risks in purchasing consultancy sesvamd complements the stages comprising the up-
front decision-making process with project managaraed performance evaluation.

Gronroos (2004) emphasises the importance of théceeencounter and the customer-service
provider interactions it comprises. It is in thegomg business relationship that value is ‘co-@é@at
in interaction between buyer and seller (Vargo,@0@argo & Lusch, 2004). This is echoed by
Wynstra, Axelsson and Van der Valk (2006), who eagige the processes and practices that make up
the daily activities of organizations and that tel@® strategic outcomes. They point out that thiktya
to understand and manage the ongoing interactitmangervice provider is equally important to being
able to specify and contract a service.

Whynstra et al. (2006) furthermore argue that bisgdler interaction varies systematically for
different types of business services. They propaselassification of business services, which
identifies four types of services based on howlbging company uses the service. Going through
several iterative research cycles, the authors dstraied that for each of the four service types,
different patterns of interaction are most sucagssf

An important limitation of these studies howevethat they are based on data collected at the
buying company only. In order to address this latiitn, a recent embedded case study into ongoing
buyer-seller interaction was based on two-sided dallection. This case study concerned the stfidy o
the purchase of three different types of cleaniagvises at the Dutch Railways (DR) from two
different suppliers (and as such comprises twosja¥ehereas the ongoing interactions were highly
problematic for one supplier, the interaction witle other supplier was highly successful. In this



paper, we focus on the development of supplier lmlpas to explain why the differences in success
emerge.

The organization of our paper is as follows. Fitke theoretical background for this research is
presented. We focus specifically on the dimensiosupplier capabilities and briefly discuss some of
the relevant literature. Then, a brief overviewtlod research design and data collection methods is
presented, followed by summaries of the two casls. two case summaries are then analysed in
terms of supplier capabilities to demonstrate hogytcan be developed to achieve successful ongoing
exchange of business services. Finally, the coimeiasand limitations of this research are discussed

Theoretical background

Research in the field of purchasing and supply mement (PSM) has traditionally focused on
industrial goods. Existing PSM research on servinasly addresses the difficulties associated with
the selection and contracting stages of the puithgsocess (Day & Barksdale Jr, 1994; Mitchell,
1994). For example: services are hard to evaluatavance (or even in hindsight) of the purchase.
This complicates supplier selection, since it fidlilt to assess whether the service purchased &o
particular supplier will fulfil the buying compars/expectations.

In contrast, the Industrial Marketing and PurchgsiitMP) Group has been strongly and
consistently arguing that studies of business ntisndteand purchasing should focus less on the
‘transactional’ purchasing process, and more onahgoing interactionsbetween customer and
supplier (Ford, 2002; Hakansson, 1982; Hakanss@né&hota, 1995). These ongoing interactions in
business relationships are highly relevant, paerty since most firms tend to engage in a limited
number of long-lasting relationships. This idea eéshoed by services marketing and service
management scholars (Gronroos, 2000; Gronroos,; 2884lock, 2001; Zeithaml & Bitner, 1996),
who argue that future research in this field shadcifically focus on the service encounter amd th
interactions it comprises. Research conducted esettdisciplines however mostly revolves around
consumer services.

This should have triggered a substantial amounésdarch into the ongoing interactions between
buyers and sellers of business services. Buildingthe studies of the IMP Group on ongoing
interaction between buyers and sellers of induggoeads, Wynstra et al. (2006) argue that the way a
buying company uses a service is the main driveefi@ctive variation in interaction. Based on this
driver, they propose a classification of businessises, which identifies four types of services.

Two of these concern services that remain withim ltklying company, whereas the other two
concern services that move downstream to (endpewests. The first group consists of consumption
services and instrumental services. Consumptioricasr do not directly affect the primary processes
of the buying company (cleaning of office buildinfgs an airline). Instrumental services on the othe
hand do affect how the buying company’s primarycpsses are carried out (management consultancy
to improve the purchasing function at an airlifid)e second group consists of semi-manufactured and
component services. Semi-manufactured servicesused as an input in the buying company’s
primary processes and become part of the buyingdioffering to its customers (weather forecast to
make a flight and fuelling plan at an airline). &g, component services are being passed on to the
buying company’s customers directly (luggage hamggior an airline).

Wynstra et al. (2006) argue that the customer-usdigeension is one of the main
determinants of effective buyer-seller interfaced @nteractive processes during the period after th
contract has been signed. This period is hereaétierred to as the ‘ongoing service exchange’'.
Therefore, different patterns of interaction wik Inost successful for each of these four types of
services. Interaction is conceptualised in terms afumber of ‘structural’ variables related to the
buyer-seller interface (i.e. key objectives of ratgion, buyer and supplier critical capabilitisyer
and supplier representatives involved) and a nurabgrocesses of interaction (communication and
adaptation). Starting from some initial explorataase studies, 36 cases (service purchases) at nine
different buying companies were studied in a subeetfield study by the authors of this paper.
Several analyses were conducted with various ssilodehe data to investigate what these successful
interaction patterns look like for each of the fogwes of services.

For example, in the ideal pattern for componentises, the key objective is to make sure that the
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service to be purchased fits with existing servaféerings. People knowledgeable about (end)
customer requirements (marketing, or even fromarnsts themselves) are involved in the ongoing
interactions. The buying company translates thasstomers’ requirements, and coordinates and
synchronizes the various elements of the servicehased with their own offerings. The supplier

matches capacity with demand and deals with thenguyompany’s customers in the way the buying
company wants them to. Communication concernsateirements of customers, the fit of the service
with the rest of the offering, and the customervsileation of the service.

For instrumental services, the key objective iathieve the desired effect/ change in the buying
company’s primary processes. Business developmpadt mmocess representatives are primarily
involved in the ongoing interactions. The buyingnpany is able to specify the desired change to
certain processes; the supplier understands hovedgheace will result in the desired effect on the
buying company’s primary processes. Project managé&rimplementation skills are highly important
buyer/ supplier capabilities. Trends and develogmémside the buying company and the supply
market are an important topic in the communicatasfo align both parties both in the short and in
the long term.

Similar patterns were developed for the other tamwise types. The results have been summarised
in Table 1.

Insert Table 1 here.

Research design

We investigate ongoing buyer-seller interactionnbgans of a single embedded case study. We
choose to adopt the case study method since wiyamg to understand phenomena that have an
important social element and comprise “how” and yivguestions (Yin, 2003). Recently, also
Edmondson and McManus (2007, as in Eisenhardt aadi@er, 2007) stressed that theory-building
research that relies on case studies are spelifiaatable for addressing research questions diggr
the *how’ and ‘why’ in unexplored areas. Case stadian thus be used to develop theory by trying to
make sense of empirical observations (understarat vghhappening) and by developing ideas by
going back and forth between theory and data. Bulanid Gadde (2002) refer to this process a
systematic combining. Furthermore, Dubois and Ara(004) argue that case studies are very
suitable for studies in which interactions andtreteships form the basic units of analysis.
The case study has an embedded design becausepitises the study of the ongoing interactions
for three types of services between one buying emymnd two different suppliers. The suppliers
form the first units of analysis, which are embeatidethe second unit of analysis, namely the buying
company DR. The objective of the case study isescdbe the ongoing buyer-seller interactions for
each of the three service types, to see: 1) whetieeinteractions are differentiated for these ghre
services; and 2) whether the interactions are ssbdle
The buying company at which the case study is coeduis the Dutch Railways (DR). DR
transports over 1 million passengers between 280 #tations in the Netherlands. Additionally, thei
task is to manage, maintain and develop the vati@is stations. Cleaning is part of these actsiti
having clean trains and clean train stations is ainthe key objectives of DR in order to properly
service their customers. DR therefore buys cleasenyices from external providers for trains and
stations, and for office buildings. This case stadgnprises the purchase of cleaning services &seth
three objects from two suppliers, each operatirgjffierent regions.
Because the cleaning services are directed atreliffeobjects, the use of these three cleaning
services differs. As a result, the three cleananyises belong to different classes in the clasaiion
of Wynstra et al. (2006):
= The cleaning of train stations is purchased by D&i&s (Stations) and takes place continuously
during the day. Besides daily cleaning activitie®pping the floors twice a day), the cleaning crew
is also responsible for getting rid of small nuisas) like a package of French fries that is dropped
by a passenger. The cleaning service is passenlarstomers of DR, i.e. passengers, unaltered.

= The cleaning of trains is purchased by DR Traingi(is) and consists of three activities: modular
cleaning jobs (performed on a nightly basis), péidal cleaning jobs (performed simultaneously to
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maintenance activities), and “turning point” claani(performed at the end of a track, before a train
is turned and continues its time table). The clegservice eventually becomes part of DR’s
offering to passengers in the form of a clean traherefore, cleaning of trains is considered aisem
manufactured service.

= The cleaning of office buildings is purchased by Offices (Offices) and concerns cleaning during
the daytime of offices and other areas (like thietegia) in DR’s office buildings. The cleaning of
offices is a consumption service.

Traditionally, each of DR’s subunits (Stations, ifisaand Offices) purchased their own cleaning
services. Recently, DR decided to leverage themelaf cleaning activities by conducting one tender
(per region) for the three cleaning services togetBy purchasing all three cleaning services from
one supplier, volume discounts would be possiblB frthermore hoped to achieve efficiency
increases, since the supplier would be able tarigdi its time utilisation. In the past, train cleen
from one supplier would be waiting for “turning pti and do nothing, while at the same time the
station cleaners from another supplier would barglegg the platforms. Furthermore, by combining
the three types of cleaning, DR would be able feraduppliers both day-time and night-time work,
which should have a positive effect on the supgliprices. DR therefore added a company-specific
assignment to the research, which was to evaluatgtirchase trajectories in terms of joint tendgrin
and the implications for contract management.

Data collection methods and analysis

Data collection primarily took place by means aisstructured interviews. Between June 2006
and January 2007, about ten interviews of 1.5 ho@s each were conducted with the senior buyer,
the members of the commodity team (who develop dbarcing strategy for the commodity
‘cleaning’), and members of the purchase teamsatiatally conducted the tenders. The commodity
team and the purchase team both consist of repgedses Stations, Trains and Offices. The
interviews in June 2006 were mainly for purposesrigntation; intensive data collection took place
between September and December 2006. Interviewurltjphe informants regarding a certain topic
enables data source triangulation (Yin, 2003).

The people to be interviewed were identified byshaeior buyer, who was the main stakeholder in
this project. Some people were interviewed multiplees because people either were involved with
more than one purchase team or assumed dual fotesx@mple: being a commodity team member,
who is also part of a purchase team). The senigerwas also interviewed multiple times, since she
carried main responsibility for the sourcing ofasieng from RD and as such had been involved in all
purchase trajectories. The senior buyer furtherratse is part of the commaodity team.

The interviews with the senior buyer focused on thetical/ strategic considerations for
purchasing for bundling the purchase of the thidearing services. Furthermore, since the senior
buyer had an overview of all activities relatedthhe sourcing of cleaning, interviewing her helped
clarifying issues and eliminating inconsistenciesulting from the other interviews. The interviews
with commodity team members addressed similar gsbet then from an internal customer’s
perspective. Finally, the interviews with the puasé team members addressed the actual tender
trajectory (specification, selection, contractirrg)d how DR and the service provider interact during
the contract period. To resolve any conflicting eations, we verified these observations with the
involved interviewees by a follow-up using telepboor email. Furthermore, informal discussions
took place before and after interviews and meetifs the senior buyer.

Representatives of two suppliers were furthermoterviewed to obtain an understanding of how
they view the new contracts with DR. The primaryteat persons at the supplier were provided by
the members of the purchase teams at DR. The wasigpplier counterparts of the different DR team
members were identified in advance and the supples requested to have each of these people
participate in an interview. Unfortunately, muleppeople could only be interviewed at one of the
suppliers (the General Director and the Head oésSalere interviewed at this supplier, as opposed to
only the Manager National Accounts at the othehe People interviewed had mainly been involved
in the sales trajectory, but claimed to have sigfitinsight in the daily collaboration betweenithe
company and DR (the cleaning providers’ compangssiare not very large; we can therefore assume

4



that these people have a good overview of the @mdtactual dealings with DR). Also, the ideas
obtained from the interviews with the suppliers eveerified with DR and vice versa, as to ensuré tha
an unambiguous and complete picture had been ebtairhe functions of all people interviewed can
be found in Table 2.

Insert Table 2 here.

Questions for the interviews were derived from tis¢s of interview questions used by the
Industrial Marketing and Purchasing (IMP) Grouptlir studies of ongoing interaction between
buyers and sellers of industrial goods (Hakansg®82). The questions addressed topics like the
characteristics of the companies involved, the attaristics of the three cleaning services, the
purchase process, the ongoing business and thessuo€ the joint contract. For the last topic, we
asked the buying company about their perceptiosuotess relative to their expectations in advance
of signing the contract. As such, we follow Parasuain (1998, p. 312), who noted that service quality
is a function of a gap between expectations antbpeance. We gave specific attention to their
perception of the process of ongoing service dgliaead the service actually delivered. This isitie |
with Gronroos (1982) and Edvardsson and Olsson §198ho make a distinction between the
outcome of the service (what customers actuallgived and the process of service delivery (way in
which customers receive the service).

Each interview was recorded and transcribed; theamscriptions were verified with the
interviewees. The results were furthermore disaissaong the research team to further enhance
validity". Table 3 summarizes how we dealt with validity agliability issues.

Insert Table 3 here.

In addition to interviews, other data collection thwls were used, thereby enabling method
triangulation (Yin, 2003). Various documents wettedged, like Excel sheets containing overviews of
supplier selection decisions, contracts, and seppkrformance ratings.

Finally, an organised discussion session took pfeee the end of the interview period to discuss
the results. This meeting, which lasted 1.5 howes attended by all commodity team members (five
people), the project leader of the purchase trajms, and the senior buyer for security servites (
commodity is going through a similar developmentcksaning). The head of the commodity team
chaired the meeting, and after the findings ofgtuly had been presented by the authors, they were
discussed among the attendees. A summary reporimads of the meeting, and verified with the
senior buyer.

Analysis

After the interviews had been transcribed and amgmdy the interviewees, the interviews were
coded in terms of various topics related to theahpurchase trajectory and the ongoing interadtio
Codes used were specification, supplier selectemmtract / Service Level Agreement, contract
management/ ongoing dealings, evaluation/ perfocmarData thus came from analyzing and
interpreting what interviewees were trying to s&tu@rt, McCutcheon, Handfield, McLachlin &
Samson, 2002, p. 427).

The document studies provided more detailed ingightissues like Key Performance Indicators
and their interrelationships, and the way in whicé services to be delivered had been specified. As
such, we could verify claims of interviewees abfmrt example the completeness or clarity of the
contract. The data from the discussion sessionamalysed in a similar manner as the interviews. The
feedback obtained provided us with support thatpibure we had obtained was correct and that the
ideas we developed for potential improvement ofsihgation were relevant.

Based on these analyses, descriptions of the atil@ngpatterns were made. Furthermore, the main
findings with regard to the initial purchase traggg were described. The descriptions of the pagter

! The research team consisted of one principal relseaand the two co-authors of this paper.
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of interaction were then compared with the ‘idgatterns of interaction developed in prior research
to see whether and where discrepancies arise.sltfevand that discrepancies occurred most strongly
with regard to the supplier's functional represémés involved in the ongoing interactions and the
capabilities the supplier brought into the relasiop (we will explain how we arrived at this
conclusion when discussing the results of the ecasg analysis in our Findings section).

Type of functional representatives and capabilibes part of the dimensions along which a
pattern of interaction can be described, and higmiyortant, since the quality and productivity of
business services are often highly dependent orfhilmman) resources involved in the production,
delivery and consumption of those services —both sides of the relationship (Gronroos, 2000;
Gummesson, 1998; Zeithaml, Berry & Parasuraman8)l98apabilities (or: competencies) are also
mentioned in the SERVQUAL model (e.g. Parasurardaitham| & Berry, 1985) as an element that
partly determines service quality. Capabilitiesservices are required to jointly engage in value-
creation (Vargo, 2006). According to Walter et(2001), value creation is the main reason for baiyer
and suppliers to engage in value creation in the filace. It is thus highly relevant to consider
whether the parties involved have the competencéegiired to obtain the desired end result.
Therefore, while the patterns were still being geadl, additional literature research was conducted,
guided by the emerging empirical findings. As Duband Gadde (2002, p/. 553) describe: “Parallel to
the data collection, the search for complementaepiies continued”. Literature on capabilities was
studied more closely to be able to evaluate whyahgoing interactions with one supplier were
successful, whereas the interactions with the athpplier were not.

Ford et al. (1986) claim that capabilities descthee buyer-seller relationship in terms of what the
parties can do for each other and which functidres tcan fulfil. This is linked to the idea that
business relationships have functions, referringhto activities that either party in the relaticipsh
performs and the resources it employs in doing Andérson, Hakansson & Johanson, 1994;
Hakansson & Johanson, 1993). Building on the ideaimctions of business relationships, Walter et
al. (2003) propose eight value-creating functiohsupplier relationships for buying organisations.
Four of these functions are direct, which means they have an immediate effect on the buying
company. The other four have an indirect effectbaging companies, because they are directly or
indirectly connected to other relationships. Theedti functions are: cost reduction (through lower
prices), quality (for the end customer and/ ortfa buying company), volume (having more volume
provided by a supplier with which a good workingat®nship) exists and safeguard function (having
multiple suppliers that can back up each other asyato reduce risk). The indirect functions are:
innovation development, market (the supplier helgs buying company to establish contracts with
new potential exchange partners), scout (suppigrsterring knowledge/ learnings from one buying
company to another) and the social support fundieerking with cooperative partners may benefit
the relationship atmosphere).

By combining the framework of Walter et al. (20@3)d with the findings on ‘ideal’ competences
from prior research into ongoing interaction in iness services, claims can be made with regard to
how certain supplier capabilities contribute tocassful ongoing service exchange. Therefore, these
two frameworks are used to analyse supplier cafiabiin the embedded case study. First, within-
case analyses are conducted of the ongoing in@maaith each of the two suppliers. Then, a cross-
case comparison is made.

Findings

At the moment this study was conducted, DR had lghds three types of cleaning into one
contract in three regions. Two of these regionsevavarded to supplier A in 2006; the third region
was awarded to supplier B in 2006. All contracts for a period of three years, with an option to
extend the contract for another year two times.

We will now describe what the patterns of interattiook like between DR and each of its
suppliers.



Ongoing interaction between supplier A and thedlsebdivisions of DR

Considering the ongoing interactions between sappi and Stations (thus: for cleaning of
stations), the key objective is to contribute to’®®alue proposition through clean junctions of ljpub
transport. Since the cleaning service of supplieoAtributes directly to DR’s value propositionit®
customers, it is important that the supplier unideds these customers’ requirements and develops a
cleaning program that will fulfil these requiremgnitiowever, so far, end customers are not involved/
guestioned for determining what cleaning services @equired. Stations has special Cleaning
Advisors, who are fulltime involved with cleaningcawho determine the cleaning requirements. An
external third party is involved to inspect qualipgriodically, this third party evaluates whatasiang
activities have been performed and how well theyeHaeen performed. Furthermore, Stations uses a
Service Level Monitor, a three-weekly quality chexkeye-catching contaminations. The last quality
measure is the end customer’s perception of theneld object. Supplier A’s performance is assessed
in view of all these measures. According to suppdnowever, there is no clear link between the end
customers’ evaluation and the quality of the clegnactivities. This results in a lot of debate
regarding the quality of cleaning, rework, and diisfaction with both the buyer and the supplier.

This was aggravated by the fact that supplier A difficulties with organising the cleaning of
trains, as a result of which they had to shiftitiegiergy and attention from stations to trainsrethg
taking both management and operational capacityyain@m stations. According to the Trains
purchase team member in one of the regiéBapplier A had never before cleaned trains: Trains
therefore had to teach supplier A what train cle@nis all about. | have spent a lot of time at our
cleaning location to explain about our company, ocequirements, how to clean trains, et cetera.”
His colleague in the other region staté@®upplier A was sort of walking around with the
specifications in one hand, to see what tasks dietynd did not need to doAlso Stations had to put
in a lot of extra effort to make the contract wdil the extent that some of the people got senousl
overworked).

Considering the interactions between Trains anglgmpA, also here, the key objective of
cleaning is to contribute to DR’s value propositi@ince the cleaning of trains (during the day) is
performed during DR’s operations, supplier A hasb& very flexible in terms of performing the
cleaning activities (a train may arrive a littlerlesx or a little later), and reliable as to noeate
disturbances in the time-table. Supplier A howeawrdicates conflicting interests between Trains and
Stations:“For example: when we know a train is not coming amming later, we want to clean
platforms. Trains however does not want us to, esitiey then feel like they are paying for the
cleaning services of Stations= Manager National Accounts supplier A. Furthermayeality is
evaluated by Trains quality inspectors, which sigo@gh does not deem very objective.

The interactions between Offices and supplier Aless problematic. They were hardly affected
by the problems supplier A had with trains andistet, since cleaning of offices is different innbar
of the location, the type of people that do thisrkvGyvomen versus men), the type of activities
performed (inside, medium-intensive labour versuiside, very intensive labour), et cetera. The key
objective is to have the service being performdidiently and effectively. Supplier A therefore rmise
to develop efficient routines, as well as to untderd the (occasionally different) needs of theuasi
internal customers. For Offices, the Facility Maglagepresents the various occupants of the office
buildings, and has to identify and communicatertgpiirements of these occupants. The processes of
interaction are much more stable, with quality beievaluated through annual questionnaires
measuring the occupant’s satisfaction. Supplie@8 & work program and knows what to do; in case
of serious discrepancies the Facility Manager ambléer A meet to discuss these.

These observations (summarised in Table 4) learwe interesting findings. Firstly, supplier A
involves the same functional representatives wlititheee types of cleaning, thereby suggesting that
they do not clearly differentiate their cleaninghaties. Indeed, supplier A has in each regionssefe
cleaning teams for the stations, the trains andoffiee buildings: there is hardly any integration
regarding the three cleaning activities. Thus, 8ap§\ was not able to fulfil the profit functiorall
the gains resulting from volume aggregation andepreduction have been lost as a result of the
problems in the ongoing interactions and the lddktegration of the service processes. Seconhgy, t
cleaning of trains and stations is highly problémand quality has not substantially improved (thus
no quality function). The indirect value-creating€tions are not addressed at all: whereas supplier
may have been able to transfer learnings from thelivities for airlines to their activities for DR
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(scout function), this does not seem to be the’cadsethis case, DR was the party with specific
knowledge, not supplier A. The problems in the angadnteraction also negatively affect the social
support function. The fact that so few value-crgatiunctions are fulfilled underlines the fact that
these interactions are not very effective.

We now turn to the findings for the ongoing intdiams with supplier B, after which a
comparison is made.

Insert Table 4 here.

Ongoing interaction between supplier B and thealsabdivisions of DR

The interactions between the divisions of DR angpBar B for cleaning trains and stations are
different than what we have just seen for sup@li€the findings for office cleaning are quite sianil
and are therefore left out of this analysis). Kirssince stations have to be cleaned in a way that
contributes to customer satisfaction, supplier Bspo a lot of energy to make sure that the quality
targets are met. Furthermore, they are very mudrethat they are part of DR’s customer process,
and therefore try to perform their cleaning aci@gtwith a customer’s point-of-view. For example:
when a passenger drops a package of French frigheoplatform, cleaning this up may deserve
priority over emptying the bins on the train. SugpB admits that this can be developed furthed, an
DR could help by investigating their customers’uiegments and preferences. Furthermore, supplier
B claims that they do not assign just any cleaoariéaning stations: they feel that their clearsees
part of DR in the eyes of the end customers, ail gbts certain requirements on which people
perform this job in terms of language, clothing aattitude (customer friendliness/ orientation).
According to supplier B, not all employees are digsuitable to perform this job.

Concerning the integration with the cleaning ofrtsathe problems that occurred with supplier A
do not occur with supplier B. Supplier B is veryofactive in optimizing the various cleaning
activities they perform: the team leader continlypasecks the information panel on the hall of the
station to see where and when trains will arrivd aands cleaners to the appropriate platforms. If
delays occur, the team leader assigns his perstmiphtforms that need to be cleaned. As such, the
cleaning processes for stations and trains areglranterlinked. Also the cleaning of trains is an
integral part of DR’ customer processes. This idauined by the fact that one and the same District
Manager has responsibility for trains and statiosigoplier B has assigned responsibility for the
cleaning of stations, for trains at the stationsj éor offices one person (including the offices is
beneficial here, since all offices are in direcinity of the station).

The overnight cleaning of trains, which takes plate separate location, has been assigned to a
dedicated Object Leader. Quality is important heiiece end customers are confronted with the
results of cleaning. Furthermore, flexibility is portant, since the number of trains that end ug at
certain overnight location may fluctuate. For tlparpose, frequent coordination regarding the
performance of DR’s time table is required.

Furthermore, because DR is a key account for seippli general management and sales are also
involved in the ongoing interactions (though leggmsively as the people in operations). As a tesul
the various DR subunits and supplier B share tvisions on a regular basis in order to align their
strategies and identify opportunities for improveine

Insert Table 5 here.

The findings are summarised in Table 5. Suppliehd® been able to integrate their service
activities, thereby reaping the benefits from anjaontract better than supplier A. We therefore
consider the profit function to have been fulfilléeurthermore, quality has been consistently high i
the region supplier B is operating in. Regarding itidirect functions, supplier B seems to fulfieth
innovation function, since they have over the yeangroved their service for DR. They have also
drawn on their experiences with innovative inittas with other clients (scout function). Finallget
collaboration between supplier B and DR is pleaaadtconstructive; thus, the social support fumctio

2 Note that the safeguard function does not plagla here, since DR has contracted only one suppker
region.



is fulfilled. The fact that many value-creating ttions are fulfilled underlines the idea that this
interaction is effective.

Cross-case comparison

When comparing the two cases (Tables 4 and 5)jmetliat DR has different key objectives for
the three types of services. Based on this, DRIvegodifferent people, representing the different
company subunits. Clear differences however caselea with regard to the supplier representatives
involved and the capabilities displayed. Supplidn®lves different people in each of the threestyp
of cleaning, whereas supplier A does not diffearttheir functional involvement. More specifically
supplier A involves people at the tactical/ stratdgvel, which may not have a detailed overview of
what actually goes on in operations. Supplier Bolmes people that directly supervise the people
actually performing the cleaning activities. Congaatly, the dialogue between DR and supplier B
involves much more hands-on issues than the dielegth supplier A, which is basically limited to a
discussion of the overall quality and associateghyeant.

A critical issue in the collaboration with suppliét however, was that they turned out to be
technically ill-capable of performing cleaning aittes on trains. As a result, DR prescribed what
cleaning activities should be performed in a veeyaded manner. However, the extra attention for
train cleaning came at the expense of cleaningpatatFurthermore, supplier A does not explicitly
acknowledge that they are performing cleaning dig#/ of trains and station in front of customers,
and accordingly does not utilise different capéibgi for these services. This may be the resulhef
fact that DR has specified the three types of atepm a way similar to when they would have been
purchased separately. Thus, for supplier A, thereoi difference between being awarded this joint
contract and being awarded three individual cotgras a consequence, they do not differentiate
their cleaning activities, and just regard the ragit as containing one cleaning job at various
locations. Their bid was indeed very low: only dgrithe course of the contract did they find out tha
they incurred a lot of additional costs. To sumsrsupplier A lacked technical capabilities, Haba
the understanding of the need for differentiatedise provision. The lack of these capabilitieshe
main cause of the limited level of success in toistract.

Supplier B in contrast has devoted special attantito setting up an appropriate organizational
structure for managing key account DR. Thereby tmeyrred increased overhead costs, but also
increased their ability to customise their serycevision to the wishes of the three internal conss
of DR. Furthermore, by involving different repretaives, appropriate management skills were
available for each of the cleaning activities. Tesvly set-up organizational structure has stronksli
with the communication scheme agreed upon by bothpanies. This communication involves more
than just the quality of service delivery: oppoiti@s for improving the customer experience inrsai
and at stations are investigated and discusseqli8up is of the opinion that the technical qualitf
service delivery alone is not sufficient: otheriop$ to increase customer satisfaction should be
explored. The fact that supplier B separates thanthg of trains overnight from the cleaning ofrtsa
at the stations stresses that they understandhghateaning process at stations (in front of ausis)

Is something different than the cleaning processtationing premises (away from customers).These
processes are also substantially different in tevhier example the kind of activities being perfed

and the kind of people that perform these actwiti€hus, supplier B has developed appropriate
capabilities for each of the three types of clegnas a result of which the interactions with DR ar
more successful.

Then how can we explain that supplier B has so nlugtter capabilities and people resources in
place than supplier A, especially in light of tlaetfthat DR did not approach these two suppliess in
different manner? A plausible explanation for th@mmes from the fact that supplier B had been
performing all three cleaning activities in theigegfor which they were awarded the joint contriact
a long time already. As such, over time, they wadke to gradually build up the required skills and
competencies, and grew to better understand DRandrequirements and behaviours. That the fact
that having an ongoing relationship may explairs¢héndings is also underlined by supplier“A:
long-term contract benefits both parties: you kreaeh other, you know the contract, you know the
bottlenecks, et cetera. This leads to a betterltést Manager National Accounts supplier A. It may
also be possible that supplier B is more innovaitiveerms of how they wish to approach the market
and differentiate their value-creating activities their customers.
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Conclusions and limitations

This paper has presented the results of an embexddedstudy in which three cleaning services,
which belong to different classes in the classiiora of Wynstra et al. (2006), are bundled into a
single contract. Within the context of the buyingmpany DR, the ongoing interactions with two
service providers were studied.

We found that the ongoing interactions with supplie were perceived by DR as quite
problematic, whereas the ongoing interactions witpplier B were considered highly successful. The
main cause of these problems were found to beecklat (a lack of) capabilities. Whereas supplier B
had developed the appropriate capabilities for eafckthe three types of services they provided,
supplier A did not differentiate. For one of theearhing services, supplier A lacked capabilities
altogether. Supplier B in contrast is very exparéhin cleaning for DR, as a result of which they
have a thorough understanding of DR’s processes 3Jitows most evidently from the way that
supplier B has organized the DR account intern@ityich brings appropriate management skills into
the contract), as well as from the fact that they-qrctively try to optimize their cleaning actigs
performed at stations (either on trains or on tada itself). Overall, supplier B fulfils more hee-
creating functions than does supplier A.

These findings underline the importance of appedprisupplier capabilities in the ongoing
interactions. In case of component and semi-matwfed services, the supplier needs to understand
that they are part of customer processes. Thisaeaady shows the different buyer-seller linkages
the area of service operations management, wherebytual, thorough understanding of the buyer’s
and the supplier's processes is required in oabetsuccessful in terms of ongoing service exahang
Thus, buying companies need to upfront think alowt they will use the service and, consequently,
about what kind of requirements that puts on tippber.

Furthermore, the fact the cleaning of (trains d#tiens occurs in front of passengers puts
additional requirements on the supplier's employgeserms of language, clothing, and general
service orientation. These issues should alreadynbleided in the service specification, and it
certainly should be covered in the list of suppsielection criteria. Aspects like language andhihat
are less critical (in terms of a potential harmdffiect on customer satisfaction) when buying office
cleaning. This is an aspect which DR can still dgvéurther.

DR can learn from their experience with suppliead try to input these learnings into new
tender trajectories. Taking into account issues tikstomer orientation and clothing when specifying
cleaning services for trains and stations may tesuboth DR and the newly contracted suppliers to
differentiate their cleaning activities more clgairom the very beginning. The classification ahd t
associated ‘ideal’ patterns of interaction can beduto (further) develop appropriate interfaces and
interactive processes.

A limitation of this study is that only a few suppl representatives have been interviewed.
Conducting multiple interviews with suppliers, fexample with the people involved in the
operational processes, would have enabled somesdatae triangulation (Yin, 2003). Interviews
with object leaders may provide additional insiglggarding for example the coordination of various
cleaning activities and the appropriateness ofgperénce criteria used. Perhaps talking to cleaners
would also have value.

Although we acknowledge that conducting more iriar¢ may increase the validity of our
findings, it seems that the current informants havairly good overview of what goes on in the gail
processes. Furthermore, the data from these ietesvicould be compared with data from DR.
Therefore, in this study, this limitation is noteteed too problematic.
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Table 1 How the dependent variables vary per serse ty

pe

Type | Key objectives Critical supplier Critical customer Supplier Customer Main issues in the
capabilities capabilities representatives representatives communication
= Service has to becomg = Understanding end = Ability to clearly specify | = Marketing = Marketing = Demands of end
an integral part of customer and how customer requirements representatives representatives, customer
c buying company’'s service delivered fits and how service impacts regarding the people = Buying company’s
2 offering to end with buying company’s|  customer processes supplier's own service| knowledgeable of thg  customer processes at
3 customers customer processes | = Ability to communicate | = ‘Downstream’ buying firm’s final company culture
g Match service delivery|  company culture and specialists offering = Transition process
O with end customer behaviour (knowledgeable of the = Supplier performance
demand customer’s offering) = Demand management
Reliability
2 = The service should Understand how service = Clearly communicate = ‘Production planning’ | = Co-producers/service| = End customer
= become an integral part affects performance requirements and the and marketing “production” planners| requirements
& of the buying buying company consequences of not representatives = End customer » Timing of service
“g company’s primary Flexibility to match meeting requirements representation delivery
g processes demand patterns = Ability to live up to (marketing/ sales) » Trends and
o Reliability requirements and deliver developments within
% schedule themselves buying company and in
n supply market
= The service should Understand how the = Ability to communicate | = Product = People involved with | = Effects of service on
affect the buying firm’'s| service affects the desired effect on primary| representatives, often the primary process at primary processes
T primary processes in the buying company’s processes (internal including a team of which the service is | = Performance and
I= desired way primary processes customer demands) consultants or process| directed (process improvement
g = The service should fit Project management/ | = Ability to enable the engineers engineers) opportunities
= with important implementations skills supplier in achieving the = Users of the primary | = Coordination between
17 characteristics of these desired performance process at which the primary process and
= primary processes service is directed service delivery
= The service should be | = Ability to develop = Ability to specify and = Marketing = Internal customers = Internal customer
_5 integrated with various | efficient routines communicate representatives (any functional requirements
S support process = Ability to adapt the requirements of various discipline or all) = Improvement
g service to the specific internal customers opportunities
2 situation of customer | = View service as potential = Daily business
o value-added rather than
O cost
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Table 2 Informants

Team NS Stations NS Trains NS Office Other Service
provider
Commodity [ = Process = Director National| = Facility Mgr | = Senior -
team Manager Cleaning Office Corporate buyer
Quality & Housing® * Project
Control leader
» CPO
Purchase = Advisor = Contract Mgr - - = Mgr
team north Cleaning Mgt Cleaning north National
region/ region (former Accounts’
Supplier A and current)
Purchase = Advisor = Contract Mgr - - = Mgr
team soutl Cleaning & Cleaning south National
region/ Environment region Accounts
Supplier A
Purchase = Advisor = Contract Mgr = Facility Mgr | - = General
team central Station Cleaning central | Corporate Director
region/ Cleaning Mgt region Housing = Head of
Supplier B Sales

Table 3 Validity and reliability in the case studes

Type of validity

Methods of addressing this in thecase studies

Construct validity

“establishment of correct operational measure
for the concepts being studied”

= Triangulation of interview data with informal dissions and
formal discussion session
s= Triangulation of multiple internal informants: difent internal
representatives
= Triangulation with external informants: suppliepresentatives
= All informants received draft versions of the intew report for
comments
= Draft version of complete case report was veriied discusse
with multiple buying firm representatives
= Three research team members gave input duringodédlection
and analysis
= Result: emergent explanations adjusted and
participants agreed to the interpretations

expar

Internal validity

relationships”

“establishing causal relationships whereby
certain conditions are shown to lead to other
conditions, as distinguished from spurious

= Use of conceptual framework
= Result: relationships between the different vagabfrom the

conceptual framework identified and substantiated

External validity

“establishing a domain in which the study’s
findings can be generalized”

findings applicable to different types o&nsce

= Theoretical sampling of cases at the level of teeviee
purchase
» Result:
purchases

Reliability

“demonstrating that the operations of a study
can be repeated with the same results”

= Development of case protocol

= Development of (interview) questionnaire
= Taping and transcribing the interviews

= Result: methodology transparent and repeatable

Based on: Yin (2003).

® The Facility Manager Corporate Housing represeN8@ in all purchase teams. Since NSO comprisesha v
small part of spend in the north and south regitvesFacility Manager Corporate Housing was ontgriviewed

as a member of the commodity team and as a membiee purchase team in the central region.

“ The supplier's Manager National Accounts was imedlin both sales trajectories won by supplier A.
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Table 4 Interaction patterns DR - supplier A

Type

Key objectives

Critical supplier capabilities

Critical customer
capabilities

Supplier representatives

Customer
representatives

Main issues in the
communication

Cleaning
of stations

= Service becomes
integral part of DR’s

= Being able to perform prescribed
working program while attaining

= Translating customer
satisfaction target

= Manager National Accountg

Manager Operations

= Cleaning advisor
= External quality

= Technical quality supplien
= Adequacy of working

Cleaning of
trains

service provision/ desired quality level into working program| = Regional Office Manager inspectors program
contributes to value = Object leader = Optimization of cleaning
proposition trains and stations

= Service becomes = Reliability (supplier needs to be = Timely = Manager National Accounts = Contract = Execution of cleaning
integral part of DR’s present when train arrives) communication of = Manager Operations manager activities / quality of
service provision/ = Flexibility (supplier can clean changes in time-tablé¢ = Regional Office Manager | = Quality cleaning activities

= Sales/ general managemer|

contributes to value stations when train does not arrive and delays = Object leader inspector Trains
proposition (reliability DR
performance)
o o | = Efficientand effective | = Ability to develop efficient routines | = Ability to clearly = Manager National Accounts = Facility = Daily quality
g 3 service provision, with | = Understand needs of internal communicate = Manager Operations Manager = Opportunities for
< 5 minimum disturbance customers occupant = Regional Office Manager improving efficiency
05 for employees requirements = Object leader while maintaining
effectiveness
Table 5 Interaction patterns DR - supplier B
Type | Key objectives Critical supplier capabilities Critical customer Supplier representatives Customer Main issues in the
capabilities representatives communication
o2 |" Service should becomg = Understand that cleaning is a part gf = Identifying and = District Manager stations, | = Cleaning = Quality performance
g kS integral part of DR’s DR’s primary processes communicating trains and buildings Advisor = Collaboration
< % offering to travellers = Pro-active in optimizing various customer wishes and = District Manager ‘outside’ | = External quality | = Company vision/ strategy|
0% (clean stations) activities performed requirements stations inspectors alignment

© = Service should become = Understanding of being part of DR ’| = Explain how supplier] = District Manager stations, | = Contract = Execution of cleaning
‘T integral part of DR’s primary processes/ pro-activity in performance impacts trains and buildings manager activities / quality of
5 offering to travellers optimizing various activities customer satisfaction = Object Leader stationing = Quality cleaning activities
g) (clean trains) performed = Timely premises inspector Trains
= » For overnight cleaning: understand communication of = Sales/ general managemer|
§ supplier impact on DR performance/ changes in time table
) ability to match demand patterns (reliability DR
performance)

Cleaning
of offices

= Efficient and effective
service provision, with
minimum disturbance
for employees

= Ability to develop efficient routines
= Understand needs of internal
customers

= Ability to clearly
communicate
occupant
requirements

= District Manager stations,

= Sales/ general managemer|

trains and buildings

= Facility
Manager

= Daily quality

= Opportunities for
improving efficiency at
equal effectiveness
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