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Fig. 1(a) Vertical supply chain Fig. 1(b) Networked supply chain

when services are bundled when services are outsourced
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Channel selection in service aftermarket: Vertical or networked?

XIE Jia-ping', XIA Yu'* | LIANG Ling’ , ZHANG Wei-si'
1. College of Business, Shanghai University of Finance & Economics, Shanghai 200433, China;
2. Tourism and Event Management School, Shanghai University of International Business and FEconomics,
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Abstract; The servitization of manufacturing has led enterprises to extend their core businesses to service in-
dustry. With the constraints of operational cost and service capacity, service is provided by either a supplier or
a third-party service provider to achieve a higher service level for customers, thereby forming the vertical chan-
nel and networked channel respectively. This paper models and optimizes both channels. By comparing the
service level, market supply and the profits of supply chain members, the optimal channel structures in differ-
ent scenarios are discussed. The results show that the channel structure has no impact on service level if the
service cost is constant. The optimal channel structure is determined by the service costs of suppliers and
third-party service providers: if the service cost of the third-party service provider is low enough, service out-
sourcing and networked channel should be adopted to achieve Pareto Improvement.

Key words: aftermarket service; vertical channel; networked channel; service bundling; service outsourcing



