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Executive Summary

Despite progress made against key warranty chain improvement initiatives, Research Benchmark
Service and warranty management executives still wrestle with post-sale

customer satisfaction issues and escalating warranty costs in their efforts to
transform their service organizations. In a survey of 170 service and

Aberdeen’s Research
Benchmarks provide an in-
depth and comprehensive look

warranty organizations conducted in April 2008, Aberdeen found that these into process, procedure,
executives are revising business processes and adopting technology methodologies, and

solutions to better manage warranty workflow, enhance claims technologies with best practice
administration, reduce costs, and implement a closed-loop analytic-driven identification and actionable
warranty chain. recommendations

Best-in-Class Performance

Aberdeen used three key performance criteria to distinguish Best-in-Class
companies. These Key Performance Indicators (KPIs) are the financial,
operational, and customer-facing metrics most frequently cited as indicators
of balanced performance. Best-in-Class firms reported:

e 2.7 days average warranty claim processing time
e 26% two-year warranty claim processing time improvement

e 3% two-year reduction in annual revenue required to support
warranty claims

Competitive Maturity Assessment

Survey results show that the firms enjoying Best-in-Class performance

shared several common characteristics: "In a tightening economy, cash

flow is becoming more
important. A quick warranty
process ensures accuracy of

e They are nearly three-times as likely as Laggard firms to have
deployed warranty analytics technology

o They are 66% more likely than Laggard firms to have an integrated information, reduced inventory,
warranty management and service organization in place reduced chance of loss, and
increased probability of
L] They are 54% more ||ke|y than Laggard firms to have a central recovering cost from the
knowledge warehouse to maintain warranty performance data supplier."

. . ~ National Parts Manager,
Required Actions North American Industrial

In addition to the specific recommendations in Chapter Three of this Equipment Manufacturer

report, to achieve Best-in-Class performance, companies must:

e Centralize warranty management functions under senior executive
oversight

e Consider the complete warranty chain when making improvements

e Implement regular and systematic performance measurements
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Chapter One:
Benchmarking the Best-in-Class
Business Context

Comprehensive warranty chain management has seen inconsistent focus Fast Facts
from service organizations over the past years and while certain industries \ 38% of all service work
have implemented broader, customer-facing programs, overall management orders involve either original
of the entire process workflow has not been as high a priority as other or extended warranties
service initiatives. Prior Aberdeen research into warranty management

y & ’ \ 56% of surveyed

presented in the June 2006 Winning with Integrated Warranty Management
benchmark report, found that while 86% of polled executives indicated

organizations indicate that
effective warranty

effective warranty management was important to their company's financial management is more
performance, only 23% of those executives were either extremely or very important to their

satisfied with their own warranty performance. Closing this gap requires a organization than it was two
comprehensive review of the entire warranty chain, including repair years ago

operations, reverse logistics, claims handling and cost recovery processes, as
well as the analytics that close the loop between back-end service and
repair and front-end product design and manufacturing.

Aberdeen's recent warranty performance study found that while warranty
chain processes are almost evenly split between field-based warranty service
involving a service technician (56%) and customer-driven return repair and
replacement processes that do not involve a service technician (44%),
proper warranty management is still a critical overall success factor for
manufacturers. In fact, 83% of executives polled still believe warranty chain
performance is important to their companies' success with more than half
(56%) claiming it is more important today than two years ago.

Enterprises face a number of challenges surrounding warranty management,
with escalating costs and customer satisfaction issues at the top of the list,
as shown in Figure |. The leading warranty cost concerns identified by
survey respondents that listed cost as a key pressure included product
defect costs at 40% followed by spare part costs at 33% and administrative
(people) costs at 22%.

Figure |: Pressures Driving Warranty Chain Improvement
Initiatives

Escalating warranty costs 58%

Customer satisfaction issues 57%
Profitability mandates

Unacceptable product quality

Fraudulent claims 11%

a T

0% 10% 20% 30% 40% 50% 60% 70%

% of respondents

Source: Aberdeen Group, May 2008
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The Maturity Class Framework

Aberdeen used a combination of current performance and two-year
performance improvements from key warranty financial, operational, and
customer-facing metrics to distinguish the Best-in-Class from Industry
Average and Laggard organizations. Overall, Best-in-Class show better
overall performance in claims processing efficiency and have seen significant
improvement in comparison to Industry Average and Laggard firms in this
key metric. Top firms have also been able to reduce their overall warranty
liability while Industry Average firms have seen no change and Laggards have
actually seen their warranty liability increase.

Table I: Top Performers Earn Best-in-Class Status

Definition of Mean Class Performance

Maturity Class

. = Current warranty claim processing time: 2.7 days
Best-in-Class:

Top 20%
of aggregate
performance scorers

= Two-year decrease in warranty claim processing
time: 26%

= Two-year reduction in percent of annual revenue
reserved to support warranty claims: 13%

= Current warranty claim processing time: 2.8 days
Industry Average:

Middle 50%
of aggregate
performance scorers

= Two-year decrease in warranty claim processing
time: 4%

= Two-year reduction in percent of annual revenue
reserved to support warranty claims: 0%

= Current warranty claim processing time: | I.] days
Laggard:

Bottom 30%
of aggregate
performance scorers

= Two-year decrease in warranty claim processing
time: 1%

= Two-year reduction in percent of annual revenue
reserved to support warranty claims: -5%

Source: Aberdeen Group, May 2008

The Best-in-Class PACE Model

Transforming a warranty management operation into one that drives a high
level of customer satisfaction while effectively managing administrative costs
and positively impacting product defect rates requires the integration of
strategic actions, organizational capabilities, and enabling technologies that
are summarized in Table 2.
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Table 2: The Best-in-Class PACE Framework

Pressures Actions Capabilities
= Escalating = Streamline overall | = Centralized warranty and service organization
warranty- service spare parts with senior executive oversight
related costs return process = Early warning process in place to alert
® Institute or enforce | management of product failure based on

process workflow warranty trend data
to recover cost = Systematic measurement of warranty claim
from suppliers rates and processing performance

= Centralized data warehouse storing all product | = Warranty analytics
performance and warranty information in place | software

H Enablers

= Comprehensive
warranty claims
processing system

= Depot repair
management system

= Product lifecycle
management system

Best-in-Class Strategies

Effective management of warranty operations includes process and
workflow supporting claims administration, parts logistics and inventory
management, repair operations, and product cost recovery strategies. For
leading service and warranty operations, a strong focus on improving the
warranty chain as a holistic endeavor rather than as a series of individual
components is a best practice, with 95% of Best-in-Class firms favoring a
unified approach to warranty improvement initiatives. Of those, however,

I 5% admit that individual stakeholder priorities often prevent a total holistic
approach. The Best-in-Class, nonetheless, significantly outpace all others in
this best practice approach to improvement initiatives.

As shown in Figure 2, streamlining the parts return process as well as
establishing processes to recapture costs from suppliers lead cost
containment strategies. Ensuring that the service organization has the
appropriate level of executive accountability and is well integrated with
product design functions are also areas where the Best-in-Class have
focused attention.

Figure 2: Best-in-Class Warranty Management Strategies

Streamline parts returns 45%
Place senior executive in charge

Integrate service / warranty with design

Recover more cost from suppliers

Acquire / upgrade automation technology 25%

0% 10% 20% 30% 40% 50%

% of Best-in-Class respondents

Source: Aberdeen Group, May 2008

Source: Aberdeen Group, May 2008

"To be completely satisfied
with warranty operations, I'd
need to have a full-fledged
system that identified problems
at a faster rate, fed that
information back to our dealers
so they can solve the problem
for the customer at a faster
rate and gave both of us the
ability to learn from the claims
we're receiving."

~ Warranty Manager, Large
Commercial Engine
Manufacturer
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Aberdeen Insights — Strategy

The Best-in-Class hold a significant lead over other firms in terms of
completed warranty process renovations, as shown in Figure 3. This
allows them to focus on broader initiatives like building out a closed
loop warranty management workflow and other higher level initiatives.

A key portion of the Best-in-Class strategy is to link the warranty
process with product design rather than just manufacturing. By feeding
warranty information into the design process rather than manufacturing,
organizations can catch defects that can cause spikes in claims at the
design stage, saving costs and reducing risk. Also, with the number of
manufacturing processes and sub-assembly processes being outsourced,
it makes reliance on warranty to manufacturing links to spot the root
cause of failure challenging. In addition to complete closed-loop
warranty management processes, the Best-in-Class are also following
the solid strategy of focusing on process first. While technology enablers
play a strong role in strategic actions, business process improvements
lead the strategic focus by the Best-in-Class.

Figure 3: Completed Warranty Process Renovations

Internal repair / hem
return workflow 49%

E ded | 9%
xtended warranty sales 30%
W, lai kfl 6%
arranty claims workflow 48%
s s logisti 47% M Best-in-Class
pare parts logistics 35% H All Others

0% 10% 20% 30% 40% 50% 60% 70%
% of respondents

Source: Aberdeen Group May 2008

In the next chapter, we will see what the top performers are doing to
achieve these gains.
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Chapter Two:
Benchmarking Requirements for Success

The selection of appropriate warranty management technology and

utilization of outsourced partners, and the proper integration with existing v Best-in-Class firms are 61%
systems and business process plays a crucial role in the effective more likely than Laggard
management of the warranty chain to drive customer satisfaction and firms to have an early
overall cost efficiency. warning system in place to

alert management to large-

Case Study — Scotsman lce Systems scale product failures

\ Best-in-Class firms are 74%
more likely to have a
closed loop warranty
management process in place

For Scotsman Ice Systems, the world’s largest manufacturer of consumer
and commercial ice making machines and part of Enodis PLC, warranty
management is a “team sport.” The success the organization has
demonstrated in managing warranties to drive customer satisfaction and
handle costs effectively can be traced to the organization’s culture of
multi-discipline teams to participate in warranty processes. In fact, the
executive sponsor of Scotsman’s warranty management team is actually
the head of the company’s product design and engineering team, which
ensures a linkage is created between the warranty operation and product
design.

For Kevin Coogan, the company’s Manager of Warranty Cost and
Supplier Quality, this approach is critical to effective warranty
management. “VWe have incredible visibility into what’s happening in
warranty across the organization," he explains. "We have monthly
meetings and reviews so that all of our senior execs are informed as to
what warranty issues are surfacing and what is being done to resolve
them.” Scotsman’s warranty operation today links to engineering,
manufacturing, purchasing, marketing and sales to ensure complete
information flow among relevant divisions.

After establishing a flexible approach to warranty claim administration
which allows customers to find an authorized Scotsman service outlet by
phoning a hotline or accessing a web-based system, the company’s focus
turned to the use of analytics to drive better product reliability and
reduce over-warranty costs.

To that end, one of the first steps in Scotsman’s formal product
development process is to collect data on what’s happening in warranty
as a key driver to aid design. And while the company does feed warranty
data to manufacturing, it’s in the design stage that they have found the
linkage most useful. “Over the past 10 years, 95% of our warranty-based
improvement projects have resulted from supplier process changes or a
design element that did not sufficiently address the machine’s operating
environment,” says Coogan.

continued
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Case Study — Scotsman Ice Systems

Managing the supplier portion of the warranty chain is still an ongoing
concern even to an organization that has completed basic warranty chain
improvement initiatives. “We’re still vulnerable to any supplier change
that’s made in a component,” Coogan says. “We have to be aware
constantly that component reliability can and does change, and we have
to be ready to address the impact of those changes if they start to have a
negative impact. The value of the systems in place to analyze and report
on supplier reliability is that they enable companies to begin looking at
ways to make component suppliers financially accountable for reliability.”

Scotsman is now looking into the area of extended warranties as a way
to drive increased predictability and revenue for its service organization.

Competitive Assessment

Aberdeen Group analyzed the aggregated metrics of surveyed companies to
determine whether their performance ranked as Best-in-Class, Industry
Average, or Laggard. In addition to having common performance levels, each
class also shared characteristics in five key categories: (|) process (business
practices and workflow that drive warranty operations); (2) organization
(corporate structure and oversight related to warranty operations and
integration with the enterprise environment); (3) knowledge management
(capturing, maintaining and distributing critical information supporting the
warranty process); (4) technology (the selection of appropriate tools and
effective deployment of those tools to automate and streamline warranty
functions); and (5) performance management (the ability of the
organization to measure the results of warranty and repair operations to
enable change and ongoing improvement). These characteristics (identified in
Table 3) serve as a guideline for best practices, and correlate directly with
Best-in-Class performance across the key metrics.

Table 3: The Competitive Framework

Best-in-Class ‘ ‘ Average ‘ Laggards ‘
Early warning process in place to alert management to
large scale product failures
- 53% | 44% | 33%
rocess -
Complete closed loop warranty management system in
place
61% | 42% | 26%
Integrated warranty management organization combining
all service functions in place
L. 70% | 59% | 42%
e Senior Executive (VP or higher) has oversight of warranty
management
70% | 48% | 38%
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Best-in-Class ‘ ‘ Average ‘ Laggards ‘
Centralized knowledge management warehouse maintains
Knowledge warranty and product performance information
60% | 56% | 39%
Woarranty management technology currently in use:
= 69% warranty = 65% warranty = 61% warranty
claims claims claims
processing processing processing
system system system
= 60% depot = 44% depot = 22% depot
repair repair repair
management management management
Technology & & &
system system system
= 58% product = 21% product = | 1% product
lifecycle lifecycle lifecycle
management management management
system system system
= 47% warranty = 27% warranty = | 7% warranty
analytics analytics analytics
software software software
Ongoing systematic measurement of claim processing time
85% | 42% | 26%
Performance

Ongoing systematic measurement of warranty claim rates

70%

56%

38%

Capabilities and Enablers

Source: Aberdeen Group, May 2008

Based on the findings of the competitive framework and interviews with
end-users, Aberdeen’s analysis of the Best-in-Class shows that leading

companies are deploying business best practices and executive oversight
along with enabling tools and measurement processes to streamline and
optimize all areas of warranty operations.

Process

Top organizations have recognized the value of a closed-loop warranty
process that offers feedback from claim submissions and returns to
appropriate design and manufacturing divisions to enable rapid design
change. When supplemented with an advanced early warning system that
identifies trends and spikes in claim submissions, this closed-loop process
can identify product defects early and aid in identification of root cause of
product failure and also avoid or minimize the risk of large-scale product

recalls.

Organization

Combining service and warranty management into a single organization with

proper executive oversight and accountability ensures faster decision-

Aberdeen Group

rte-Hanks

"Outsourcing the logistics
elements of our warranty chain
have provided us with
significant cost savings and
increased scalability. But, the
challenges with outsourcing
have been finding the right
partner as no one supplier had
all of the required
competencies."

~ Customer Service Manager,
Large Global Computer
Manufacturer
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making and better coordination throughout the warranty chain. It also aids
in giving warranty operations proper executive visibility and support within
the overall enterprise business agenda. The Best-in-Class consistently focus
on this as a business best practice.

Knowledge Management

The core of any information-based best practice, a centrally managed
warehouse of readily available, accurate information related to warranty
claims, repair data, customer entitlements and warranty performance can
streamline administration and reduce costs. When this knowledge
warehouse also contains analytics related to warranty trends, product
performance, warranty claim exposure, and associated risk, it can become a
strategic business tool with value well beyond basic warranty operations.

Technology

While all companies use some combination of technology enablers to assist
in warranty operations, top firms are moving beyond basic claims
administration to more sophisticated analytics and lifecycle management
technology to transform warranty operations into a strategic asset. To date,
linkage between warranty technology and Product Lifecycle Management
(PLM) technology is a manual undertaking but given the desire expressed by
survey respondents for a closed loop warranty process, it is likely the
market will begin to see automated linkages in this area.

Performance Management

Having the discipline to regularly and systematically measure the operational
and financial performance related to warranty claims can offer management
the opportunity to make timely adjustments to operations and aid in early
detection of large-scale product issues. With timely and accurate claims
processing a driver of customer satisfaction and retention, putting in place
measurement systems can have a direct impact on this important overall
key performance indicator.

Leveraging the Information

Leading warranty organizations that have taken the steps to accurately and
regularly capture and analyze warranty data are making use of that
information across their enterprise. As shown in Figure 4, in addition to
improving service performance, warranty information is most often used by
the Best-in-Class to aid in making design change and recall management in
addition to financial reporting. From an analysis of the technology deployed
to support warranty management, leading organizations are feeding their
product lifecycle management and product redesign process from warranty
analytics and claim data. While this is still mostly a manual process, making
use of warranty trend data as a strong data set to drive design change closes
an important lifecycle gap.

© 2008 Aberdeen Group. Telephone: 617 854 5200
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Figure 4: Best-in-Class Uses for Warranty Information

Service operation improvements 95%
Product design changes
Corporate financial reporting

Product recall management

Manufacturing changes 50%

i T T T T 1

0% 20% 40% 60% 80% 100%
% of Best-in-Class respondents

Source: Aberdeen Group May 2008

What's Being Measured

Best-in-Class organizations are showing that a balance of financial,
operational, and customer-facing metrics in combination provide the right
baselines for improvement measurement. As Figure 5 shows, the top five
key performance indicators most often cited by Best-in-Class firms include
overall and per-product warranty costs, customer satisfaction, processing,
and first-time fix performance.

Figure 5: Top Measured Key Performance Indicators

Total warranty expenditures 73%
Customer satisfaction 68%

Claim processing time 68%

First call resolution 59%

Warranty cost per product 59%

0% 10% 20% 30% 40% 50% 60% 70% 80%

% of Best-in-Class respondents

Source: Aberdeen Group May 2008
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Aberdeen Insights — Technology

A review of the enabling technologies currently in place within warranty
management organizations shows little significant difference between
Best-in-Class and others in the basic areas of claim processing and
reporting. However, Best-in-Class hold a significant lead over other firms
in the deployment of warranty analytics and the use of product lifecycle
management. It's this more advanced technology link that enables the
adoption of early-stage design change and closed loop warranty
management that helps separate the Best-in-Class from less advanced
organizations.

Figure 6: Warranty Management Technology in Place

~ 69%
Claims P i
aims Processing 65%
. 60%
Depot Repair Management #

58%

Product Lifecycle Management

Warranty Analytics

M Best-in-Class
O All Others

Warranty Reporting

0% 10% 20% 30% 40% 50% 60% 70% 80%

% of respondents

Source: Aberdeen Group May 2008

Woarranty analytics, currently in place among nearly half of Best-in-Class
organizations, also leads the list of technology enablers organizations
across all maturity levels are planning to use to streamline warranty
operations.

Figure 7: Technology Adoption Plans

Warranty Analytics 35%

Warranty Reporting 34%

Depot Repair Management

ERP 21%

Service Management 20%

0% 5% 10% 15% 20% 25% 30% 35% 40%

% of Total Respondents

Source: Aberdeen Group May 2008
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Outsourcing Alternatives

While a significant number of Best-in-Class firms have adopted technology
to drive improvements across the warranty chain, outsourcing elements of
warranty management to trusted outsourced partners like repair and
exchange, Third-Party and Fourth-Party Logistics Providers (3PLs and 4PLs)
and parts management providers remains a viable option. As shown in
Figure 8, although organizations seem hesitant to outsource basic warranty
administration or the entire warranty management operation, a significant
number of firms outsource elements of warranty management centered
around the parts, repair and return / exchange process. This may vary by
industry and warranty / service process, as well as the complexity of the
product repair itself, but organizations across industries are deploying
outsourced processes.

As with technology adoption, the Best-in-Class hold a lead over other firms
in the use of outsourced suppliers to manage these critical warranty chain
components. The Best-in-Class - with a higher degree of technology
enabled, better processes in place, and more reliance on outsourced
partners - have been able to reduce overall repair / return costs by | 1%
over the past two years while all other firms cite a 2% increase in these
costs.

Figure 8: Current or Planned Outsourced Warranty Functions

. . 55%
epair operations
pairop 42%

Return / Exch . # 44%
eturn / Exchange managemen
g g 31%
Spare part planning 35%
& inventory management 29%
Claims administration 11%
25%
; ; 6% B Best-in-Class
Entire warranty chain &l 29% O All Others

0% 10% 20% 30% 40% 50% 60%

% of respondents that currently outsource or plan to outsource

Source: Aberdeen Group May 2008
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Chapter Three:
Required Actions

Whether a company is trying to move its performance in warranty chain
operations from Laggard to Industry Average, or Industry Average to Best-
in-Class, the following actions will help spur the necessary performance
improvements:

Laggard Steps to Success

Implement measurement systems to provide regular
warranty performance. A significant number (as high as 30%) of
Laggard companies either don't measure or don't know their
performance in key metrics like overall return / repair costs,
percentage of original product value recaptured in the warranty
process, as well as overall service profitability. As shown by the
Best-in-Class practices, proper and ongoing measurement of key
customer, financial, and operational metrics is crucial to effective
warranty chain management and will produce immediate and
significant improvements.

Centralize warranty management under senior
executive(s). Only 38% of Laggards currently have a vice president
or higher-level executive responsible for warranty operations versus
70% of the Best-in-Class. And only 42% of Laggards have a
centralized organization structure combining warranty and service
functions into one comprehensive and strategic organization versus
70% of Best-in-Class firms. Proper executive oversight and common
organization goals remain a service best practice that drives
efficiency and performance.

Accelerate efforts to close the warranty loop. While 68% of
Laggard firms indicated that they have plans to implement a closed-
loop warranty management process, only 26% currently have such a
system in place versus 61% of the Best-in-Class. As less mature
organizations look to automate manual operations through the
implementation of new technology and better processes, adding the
functional requirements that enable closed-loop processing can
accelerate performance gains.

Industry Average Steps to Success

Adopt warranty analytics to optimize overall warranty
management. Currently, only 27% of Industry Average
organizations have implemented this key technology offer feedback
on both warranty operations and overall product quality
performance.

Focus on the design versus manufacturing process links.
The Best-in-Class organizations have made the connection between

Fast Facts

\' Best-in-Class organizations
are nearly three-times as
likely as Laggard firms to
have deployed warranty
analytics

\' Best-in-Class organizations
have generated six-times
the improvement in
warranty claims processing
since adopting technology as
all other firms
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the warranty organization and the product design organization
rather than manufacturing operations, while Industry Average
organizations favor linkage to manufacturing. While a case can be
made for complete connection across the enterprise, a focus on the
product design operation can prompt product change at the design
stage where product changes can have greater impact.

e Consider outsourcing, especially repair and return
management. The Best-in-Class are 70% more likely than
Industry Average firms to have either outsourced repair and return
operations or plan to do so. For many organizations, outsourcing
these operations to trusted partners with specific expertise can
allow focus on other critical areas of the service and warranty chain.

Best-in-Class Steps to Success

e Complete the closed loop. While the Best-in-Class have a "Remote fault resolution, e-
substantial lead over other firms in connecting warranty operations delivery, and customer self-
to product design and manufacturing, including procurement in the repair are some of the leading
process, which only 20% of Best-in-Class now do, they can add edge steps we intend to
value by providing procurement staff with product quality implement to bet.te": manage
performance as they negotiate contracts with new and existing the warranty chain.

component suppliers. ~ Warranty and Repair
Manager, Global Computer and

¢ Implement aggressive extended warranty sales campaigns.
P 88 Y paig Network Product Manufacturer

Nearly 40% of Best-in-Class firms generate 20% or more of their
service revenue from extended warranty sales. While extended
warranties can be a source of predictable and recurring revenue for
service firms, increasing the number of customers under warranty
or service contracts can offer more predictability within service
operations, create a stronger link with customers and open the
door for more advanced service offerings.

e Offer incentives to warranty workers for better claim
processing performance. While the Best-in-Class have made
significant progress in installing the automation and support tools
and associated measurement processes to track warranty chain
performance, only 16% currently offer incentives to staff for better
claim performance. Establishing goals and providing the proper
incentives for meeting or exceeding those goals can have a
significant impact on improving claim processing performance, a
critical factor in improving customer satisfaction.
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Aberdeen Insights — Summary

Effective warranty management still represents solid strategic value to a
majority of service executives. It's also a continuing source of challenge
to those tasked with ultimately driving customer satisfaction and cost
efficiency. Organizations have made significant strides in basic process
automation and optimization with completed initiatives centered on
workflow and administration. To reach the next level of optimization
across the entire warranty chain, more advanced integration and
technology strategies need to be initiated while maintaining the business
process and best practices that have driven improvements to date.

Linking an optimized reverse logistics and repair process to a streamlined
warranty chain will generate additional efficiency. And making use of
analytics to close the service to design loop will result in better product
quality and an overall reduction in warranty claims. Connecting warranty
analytics with a formal product lifecycle process and automating the
information flow across those systems should be an ultimate goal of
leading organizations.
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Appendix A:
Research Methodology

In April 2008, Aberdeen examined the use, the experiences, and the
intentions of more than 170 manufacturing and service enterprises in a
diverse set of industries.

Aberdeen supplemented this online survey effort with interviews with select
survey respondents, gathering additional information on warranty
management strategies, experiences, and results.

Responding enterprises included the following:

Job title / function: The research sample included respondents with
the following job titles: senior management (I 1%); EVP, SVP, or Vice
President (13%); Director (23%); Manager (28%); Consultant, Staff,
and Other (25%).

Industry: The research sample included respondents from a variety
of industries. Some of the industries represented were: computer
equipment and peripherals (16%), industrial equipment
manufacturing (15%), consumer electronics (10%), software (8%), IT
services (8%), automotive (7%), and high technology (7%).

Geography: The majority of respondents (71%) were from North
America. Remaining respondents were from Europe (16%), the
Asia-Pacific region (10%) and Middle East and Africa (3%).

Company size: Twenty-four percent (24%) of respondents were from
large enterprises (annual revenues above US $1 billion); 44% were
from midsize enterprises (annual revenues between $50 million and
$1 billion); and 32% of respondents were from small businesses
(annual revenues of $50 million or less).

Headcount: Forty-six percent (46%) of respondents were from large
enterprises (headcount greater than 1,000 employees); 27% were
from midsize enterprises (headcount between 100 and 999
employees); and 27% of respondents were from small businesses
(headcount between | and 99 employees).

Solution providers recognized as sponsors were solicited after the fact and
had no substantive influence on the direction of this report. Their
sponsorship has made it possible for Aberdeen Group to make these
findings available to readers at no charge.

Study Focus

Responding warranty and
service executives completed
an online survey that included
questions designed to
determine the following:

\ The degree to which
warranty management best
practices have been
deployed within service
organizations

' Current and planned uses of
various warranty
management technologies

\ The challenges faced in
managing an effective
warranty chain

\ The benefits, if any, that have
been derived from proper
warranty management

The study aimed to identify
emerging best practices for
effective warranty chain
management and to provide a
framework by which readers
could assess their own
management capabilities.
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Table 4: The PACE Framework Key

Overview

Aberdeen applies a methodology to benchmark research that evaluates the business pressures, actions, capabilities,
and enablers (PACE) that indicate corporate behavior in specific business processes. These terms are defined as
follows:

Pressures — external forces that impact an organization’s market position, competitiveness, or business
operations (e.g., economic, political and regulatory, technology, changing customer preferences, competitive)
Actions — the strategic approaches that an organization takes in response to industry pressures (e.g., align the
corporate business model to leverage industry opportunities, such as product / service strategy, target markets,
financial strategy, go-to-market, and sales strategy)

Capabilities — the business process competencies required to execute corporate strategy (e.g., skilled people,
brand, market positioning, viable products / services, ecosystem partners, financing)

Enablers — the key functionality of technology solutions required to support the organization’s enabling business
practices (e.g., development platform, applications, network connectivity, user interface, training and support,
partner interfaces, data cleansing, and management)

Source: Aberdeen Group, May 2008

Table 5: The Competitive Framework Key

Overview

The Aberdeen Competitive Framework defines enterprises  In the following categories:
as falling into one of the following three levels of practices  Process — What is the scope of process

and performance: standardization? What is the efficiency and
Best-in-Class (20%) — Practices that are the best effectiveness of this process?

currently being employed and are significantly superior to Organization — How is your company currently
the Industry Average, and result in the top industry organized to manage and optimize this particular
performance. process?

Industry Average (50%) — Practices that represent the  Knowledge — What visibility do you have into key
average or norm, and result in average industry data and intelligence required to manage this process?
performance. Technology — What level of automation have you
Laggards (30%) — Practices that are significantly behind  ysed to support this process? How is this automation
the average of the industry, and result in below average integrated and aligned?

performance. Performance — What do you measure? How

frequently? What’s your actual performance?

Source: Aberdeen Group, May 2008

Table 6: The Relationship Between PACE and the Competitive Framework

PACE and the Competitive Framework — How They Interact

Aberdeen research indicates that companies that identify the most influential pressures and take the most
transformational and effective actions are most likely to achieve superior performance. The level of competitive
performance that a company achieves is strongly determined by the PACE choices that they make and how well they
execute those decisions.

Source: Aberdeen Group, May 2008
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Appendix B:
Related Aberdeen Research

Related Aberdeen research that forms a companion or reference to this
report includes:

e Optimizing the Service Supply Chain; September 2007

e Driving Service Revenue; December 2007

e  Strategic Service Management; May 2007
e Last-Mile Service Parts Execution; April 2007

e  Winning with Integrated Warranty Management; June 2006

e Revisiting Reverse Logistics in the Customer-Centric Service Chain;
September 2006

Information on these and any other Aberdeen publications can be found at
www.aberdeen.com.

Author: Micky Long, Research Director, Strategic Service Management,
micky.long@aberdeen.com

Since 1988, Aberdeen's research has been helping corporations worldwide become Best-in-Class. Having
benchmarked the performance of more than 644,000 companies, Aberdeen is uniquely positioned to provide
organizations with the facts that matter — the facts that enable companies to get ahead and drive results. That's why
our research is relied on by more than 2.2 million readers in over 40 countries, 90% of the Fortune 1,000, and 93% of
the Technology 500.

As a Harte-Hanks Company, Aberdeen plays a key role of putting content in context for the global direct and targeted
marketing company. Aberdeen's analytical and independent view of the "customer optimization" process of Harte-
Hanks (Information — Opportunity — Insight - Engagement — Interaction) extends the client value and accentuates the
strategic role Harte-Hanks brings to the market. For additional information, visit Aberdeen http://www.aberdeen.com
or call (617) 723-7890, or to learn more about Harte-Hanks, call (800) 456-9748 or go to http://www.harte-hanks.com

This document is the result of primary research performed by Aberdeen Group. Aberdeen Group's methodologies
provide for objective fact-based research and represent the best analysis available at the time of publication. Unless
otherwise noted, the entire contents of this publication are copyrighted by Aberdeen Group, Inc. and may not be
reproduced, distributed, archived, or transmitted in any form or by any means without prior written consent by
Aberdeen Group, Inc.
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