Develop a program for service recovery for a healthcare organization which can inciude a clinic,
emergency department, and hospital. For instance, you could choose the top 10 most common
service failures and establish guidelines (or perhaps scripts) for use by providers. Consider the
concepts of services marketing gap analysis as you offer methods for improvement. In other words,
identify the common service failures and develop customer recovery strategies using the framework
of “fix the customer” and “fix the problem.” This should include scripting for frontline personnel
and ways to learn from the service failure for quality improvement.
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has social benefits and therefore de
not hesitate to voice their opinions.
They believe that the consequences
of complaining to the provider can
be very positive, and they believe
less in other types of complaining
such as spreading negative word of
mouth or talking to third pagks.
Their personal norms argAonsis-
tent with complaining,

Ath friends and relatives and to
switch providers. They are about
average in their propensity to
complain to the provider and are
anlikely to complain to third parties. )& their label silgests, they are more angry with
the provider, although they do beljefe that complaining e provider can have soctal
benefits. They are fess likely to gf€e the service provider a secdsg chance and instead witl
switch to @ competitor, sprgafing the word to friends and relativ®glong the way. Such
customers are more likelyfhan the other types to go o the trouble of créating blogs on the
Internet to share theipAtustrations with others.

Irate customers are likely to share their frustrations with others.

Activists

These custonaérs are characterized by above-average propensity to complain on all
dimensiong’ they will complain to the provider, they will tell others, and they arc more
likely thdn any other group to complain to third partics. Complaining f ils with their
personal norms. They have a very optimistic sense of the potential positive consc-
quences of all types of complaining.

SERVICE RECOVERY STRATEGIES: FIXING THE CUSTOMER

Many companies have learned the importance of providing excellent recovery for dis-
appointed customers. In the next two sections we examine their sirategies and share
examples of benchmark companies and what they are doing. It will become clear that
excellent service recovery is really a combination of a variety of strategics, illustrated in
Figure 7.4. Generally speaking, service recovery strategies fall into two general types.
One type includes the actions taken by the firm to restore the relationship with the
customer——that is, to “fix the customer.” The second type is the actions taken to cor-
rect the problem and, ideally. to prevent it from recutring—that is, to “fix the prob-
fem.” Clearly both types of actions are important, but in many situations fixing the
customer needs o be done before fixing the problem. Thus, we begin by examining
strategies that imvolve fixing the customer.

When they take the time and cffort to complain, customers generally have high
expectations. They not only expect a responsc, but also expeet the firm to be account-
able. They expect to be helped quickly. They expect to be compensated for their grief
and for the hassle of being inconvenienced. And they expect to be treated nicely in the
process. Exhibit 7.2 epitomizes this kind of service recovery.




FIGURE 7.4
Service Recovery
Strategies
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Respond Quickly

Complaining customers want quick responses.®* Thus, when the company has
service failures or receives complaints front customers, it must be prepared o act on
them quickly. As indicated in Figure 7.5, research conducted on service customers has
found that more than half of ali customers who have problems resolved immediately
or within 24 hours arc “completely satisfied” with the action taken by the company.>
Unfortunately, many companies require customers to contact multiple employees {a
practice often referred to as “ping-ponging™) before getting a problem resolved; one
study found that an average of 4.7 contacts is typically needed to resolve a complaint. ™
Other research suggests that, if a problem can be handled by the first contact, cus-
tomers are satisfied with the firm’s response 46 percent of the time; however, once 3
or more contacts are needed the percentage of customers who are satisfied with the
response drops to 21 percent.”” The Jesson here? A quick response (o a service fatture
can go a long way in appeasing a dissatisfied customer.

The ability to provide immediate responses requires not only systems and proce-
dures that allow quick action but also empowered employees. That is, to enable them to
respond guickly, employees should be trained and empowered to solve problems as they
oceur. A problem not solved can quickly escalate. As we indicated carlicr, customers
often experience ping-ponging from employee to employee when service failures oceur.
Empowerment of employees, a practice discussed m more detail in Chapter 1, can often
allow for quick responses and help placate dissatisfied customers. The Ritz-Carlion, for
example, insists that the first person to hear a complaint from a customer “owns” that
complaint until the employec is sure it is resolved. If a maintenance employee hears a
complaint from a customer while the employee is in the middle of fixing a light m the
hotel corridor. he owns that complaint and is charged with making sure that the problem
is handled appropriately before returning to his work.

Another way that problems or complaints can be handled quickly is by butlding
sysicms that allow customers to actually solve their own service needs and fix thelr own
problems. Typically, this approach is done through technology. Customers directly mteract
with the company’s technology to perform their own customer service, which provides




A good recovery ¢an turh angry, frustrated customers
inte loyal ones. it can, in fact, create more goodwill
thas if things had gone smoothly in the first place. A
ciassic story of excellent service récovery comes from
Club Med-Cancun, part of the Paris-based Club Medi-
terranée; its résponse to a service nightmare won the
loyalty of one group of vacationers and is still being
retold two decades later.

The vacationers had nothing but trouble getting from
Naw York to their Mexican destination, The flight took
ot & hours fate, made two unexpectad stops, and circled
30 minutes before it could land. Because of ali the delays
and mishaps, the plane was en route for 10 hours more
than planned and ran out of food and drinks. It finally
arrived at two o'clock in the morning, with a landing
so rough that oxygen masks and luggage dropped from
overhead, By the time the plane pulled up to the gate,
the soured passengers were faint with hunger and con-
vinced that their vacation was ruined before it had even
started. One lawyer on board was already collecting
names and addresses for a class-action lawsuit.

Silvic de Bortoli, the gereral manager of the Cancun
resort and a legend throughout the organization for
his ability to satisfy customers, got word of the horren-
dous flight and immediately created an antidote. He

Exhibit 7.2 Story of a Service Hero

took half the staff to the airport, where they laid out a
table of snacks and drinks and set up a stéreo systém to
play tively music. As the guests filed thréugh the gate,
they received personal greetings, help with their bags,
a sympathetic ear, and a chauffeured ride to the resori.
Waiting for them at Club Med was a lavish banquet,
complete with mariachi band and champagne. More-
over, the staff had rallied other guests to wake up and
greet the néwcomaers, and the partying continued until
sunrise. Many guests said it was the miost fun they'd
had since college.

In the end, the vacationers had a bétier experi-
ence than if their flight from New York had gone like
clockwork. Although the company prebably couldn't
measure it, Club Mediterranée won market share that
night. After all, the battle for market share s won not
by analyzing demographic trends, ratings points, and
other global measures but by pléasing customers ong
at a time.

Source: Reprinted by permission of Harvard Business Review.
An excerpt from C, W, L. Hart, J. L. Heskett, and W. E. Sasser
Jr., “The Profitable Art of Service Recovery,” Harvard Business
Review 68 {fuly-August 1990), pp. 148, 1438, Copyright ® 1950
by the Harvard Business Schoo! Publishing Corporation. All
rights reserved.
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them with instant answers. FedEx uscs this strategy for its package tracking service, for
example, as does Symantec for its Internet security software products. Qur Technology
Spotlight features a company that is a master at online customer service—-Cisco Systems.

Provide Appropriate Communication

Display Understanding Accountability

In many service faillure situations, customers are not looking for extreme actions from
the firm; however, they are looking to understand what happened and for firins to be
accourtable for their actions (or inactions).”® Research by the Customer Care Alliance has
identified the cight most common “remedies” that customers seck when they expericnee
a serious problem:™ three of these remedies are to have the product repaired or service
fixed, to be reimbursed for the hassle of having experienced a problem, and to receive
a free product or service in the future.

Interestingly, however, the other five
remedies—including an explanation by
the firm as to what happened, assurance
that the probiem wili not be repeated, a
thank you for the custormner’s business, an
apology from the firm, and an opportu-
nity for the customer to vent his or her
frustrations to the frm—cost the firm
very little to provide.

These five nonmonetary remedics
consist primarily of providing employ-
ces the opporiunity 1o communicate
with customers. Understanding and
accountabiiity arc very importent to
many customers after a service failure
because, if they perceive an injustice

has occurred, somcone is to blame,

Customers who experience a service failure often want an explanation by Customers expect an apology when

the firm as to what happened.

TABLE 7.1
Customer
Dissatisfaction from
Firm: Responses {o
Service Failures

e RE ARE ERN IAPU? EATIE AT BLP

things go wrong, and a company that
provides one demonstrates courtesy and respect; customers also want to know what the
company is going to do to ensure that the problem does not recur.®® As the figures in
Table 7.1 suggest, customer discontent can be moderated if firms simply communicate
well with customers. Customers clearly value such communication, because these non-
monctary remedies are positively related to sazsisfaction with the complaint process, con-
tinued loyalty, and positive word-of-mouth communication.”!

Percentage of Customers Dissatisfied

Firm Response _ with Action Taken
Do niothing 79%

Explain what happened 20

Provide customer an opporiunity 1o vent 17

frustrations

Apblogize to customer 16

Thank customer for business 10

Assure cusiomer problem will not recur &

Source: 2607 National Customer Rage Study conducted by Customer Cate Alliance.
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One of the challenges of high growth and increas-
ingly diversified product lines is learning how to
handle customers’ servica needs gquickly. Thisis a chal-
lenge continually faced by Cisco, a worldwide leader
in enabitng paople 1o make powerful connections—
whether in business, education, philanthropy, or cre-
ativity. Cisco hardware, software, and service offer
tngs are used to create the iriternet solutions that
make networks possible and provide Cisco dients
{and their customers} with easy access to informa-
tion anywhere, at any time. As networks become
misston-critical to Cisco’s customers and their busi-
ness, faiturés in this emviroriment become extremely
costly very guickly. Customers want to know that
their problems can be solved immediately, arid they
want controf over the situation and its solution

To address these issues—high growth coupled
with the critical and increasingly complex nature
of the business—Cisco has turned to the Internet
to build upon iis already world-class suite of cus-
tomer service offerings. The resulting Cisco sup-
port website and online communities provide
documentation, suggestions, and tools to help
troubleshoot and reseclve technical issues with Cisco
products and technologies. This online offering has
set Cisco apart in its industry and helped the com-
pany buiid customer loyalty in a highly competitive
anvironment.

CUSTOMERS USING TECHNOLOGY TO
SOLVE PROBLEMS THEMSELVES

Essentially, Cisco has enabled customers to be in
charge of much of their own service and support
through the <ompanys corporate self-support
website and online communities. In most cases,
customers can selve thelr own service problems, with
Bo intervention from Cisco personnel—sailowing
Cisco staff to focus on complex issues that require
hands-on support. Through the Cisco self-support
website, access 1o information is immediate. This is

important because speéd and immediacy are fre=
quently key concérns fot customers in these mission-
critical situations. The Cisco Support Community

includes (1) community forums, which provide
customers with the ability to ask questions and
acquire information on problems thay have encotins
tered from fellow Cisco customers from other
companies, (2} opportunitiss to acquire the latest
support-refated knowledge through & vaiiety
of programs and blogs led by Cisco experts, and
(3} technical support documents and tutorials pub-
lished by Cisco experts and partners on such issues as
local area networks, network management, security,
and data storage.

Over the past few years Cisca has evolved to pro-
vide to a unified customer expérience that is channel
and location agnostic by bringing together all of the
previously mentioned modalities of support, Cus-
tomers can now contact Cisco for support through
any modality (i.e., communities, self-support, agents)
and get all of the right support without having to
jump back and forth between various channels,
Cisco refers 1o this approach as Smart Interactions—
which it sees as having three components.

The first component is a unified customer expe-
rience, Smart Interactions provides Cisco with the
ability to offer a unified support experience for its
customers and partners across all the modalities
it provides. With Smart Inteéractions, all of Cisco's
support channels have been coordinaied to pro-
vide a seamless and ¢onsistent experience for its
customers.

Although customers can use the telephone to
speak to a call center agent, more than ever they
are demanding real-time access to information and
expertise when they encounter problems and expect
to resolve them through a variety of channels. Smart
Interactions provides Cisco customers support st a
time thatis convenient to them, whether they are “on
the road,” helping their clients, or troubleshoating

Supply Adequate Explanations
In many service failures, customers try to understand why the failure occurred. Expia—
nations can belp to diffuse negative reactions and convey respect for the customer.”™

Research suggests that when “the firm's ability to provide an adeguate outcome is
not successful, further digsatisfaction can be reduced if an adequate explanation is




on site. One such channel is the Cisco Support
Commuriity, The community is continually available
and is up-to-date in its understanding of issues and
resolutioris—eaven call center agents frequently look
to the community to help them diagnose problems.
Those i the community who are particularly
frequent contributors 1o helping others are given
the title of “Cisco VIP.” These peopie have a “badge”
placed next 16 their user narme on the communities;
the badge indicates their VIP status and dispiays the
category in which they earned their status. (“Cisco
Besignated VIPs® are the top contributors and are
often invited to advise the communittes on commu-
nity direction, features, and other items.}

The second component of Smart Interactions is
anytime, anywhere support. Recognizing customer
needs for anytime/anywhere engagement with
Cisco expertise and tools, Cisco has expanded its
customer support experience into social media and
mobile devices. Indeed, customers are increasingly
using these tools when troubleshooting problems
they encounter while using Cisco products. Often
these issues arise when they are away from the
office, making it difficult to access Cisco resources
from a more traditional personal computer or
laptop. In early 2011, Cisco launched appli-
cations (apps} for technical support on both
the iPhone and, more recently, the iPad. The
ease of use offered by the iPad app has been
a hit—particularly among younger custom-
ers and those in emerging markets. When they
encounter problems, Cisco customers can also
patticipate in discussion forums, gel real-time
access to Cisco experts, and access technical support
rescurces directly from Facebook, Twitter, Linkedin,
and YouTube. As of 2011, over 100,000 Cisco cus-
foimers were reguiar users of at least one of these
four sources.

The third component is proactive suppori. Cisco
leverages the communities 1o equip its customers

Chapter 7 Service Recovery 193

and partners with Cisco's latest intellectusl capital
before issues occur Cisco also wants community
members 1o turn arounid and help otheérs more
proactively. To do so, Cisco experts from a wide array
of organizations are sharing their latest knowledge
through intéractive “Ask the Expert” sessions; live
Web casts, video tutorials, and the Cisco Suppert
Community Blog, The intant is for customers to
be thinking about and exposed 1o issues they may
face, so that than can resolve problems before they
occur—the ultimate service recovery!

THE RESULTS

The goal of the Smart Interactions approach is to
make Cisco support seamiess 16 all of its customers
and allow them to assemble a weaslth of knowl-
edge, participate in 2 stream of forum discussions,
and learn from technical experts in the community
to resolve whatever problems they face. Through
its continual innovation in providing service to its
custormners on the Internet, Cisco has recognized
tremendous benefits. Currently, 80 percent of
customer support probiems are handled via the
Cisco.com self-support site and communities, using
intellectual property provided by Cisco experts and
self-help tools that allow customers to diagnose and
solve their own problems. Customer satisfaction
and loyalty have increased with the introduction of
Internet-based customer séfvice and support
communities, productivity has increased as Cisto
Support Commiunity has helped resclve custorner
issties, and the company saves approximately $300
million per year through case deflection to its
communities and self-support site. This is truly a win-
win situation for Cisco’s bottom ling, its employees,
and its business custorners.

Sources: www.cisco.com/support, atcessed August 2011;
e-mail communications from Jason Cassee, Executive
Communications, Cisco Services, August 2011,

provided to the customer.> In order for an explanation to be perceived as adequate.
it must possess two primary characteristics. First, the content of the explanation must
be appropriate: relevant facts and pertinent information are important in helping the
customer understand what occurred. Second, the style of the delivery of the explana-
tion, or how the explanation is delivered, can also reduce customer digsatisfaction.
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Style includes the personal characteristics of the explanation givers, including their
credibility and sincerity. Explanations perceived by customers as honest, sincere,
and not manipulative are gencrally the most effective. Part of the frustration of the
Doubletree Inn customers mentioned in Exhibit 7.1 was the result of not recciving
an adequate explanation from the hotel; they never received an explanation as to why
their confirmed, guaranteed rescrvations were not held, and the might clerk apparently
interacted with them in a very apathetic manner.

Treat Customers Fairly

Customers alsoe want justice and farrness in handling their complaimts. Service
recovery cxperts Steve Brown and Steve Tax have documented three specific types
of jastice that customers are fooking for following their complaints: outcome fuir-
ness, procedural fairness, and interactional ﬁlif'}ress.ﬁ Qutcomne fairness concerns
the results that customers receive from their complaints; procedural fairness relers
to the policies, rules, and timeliness of the complaint process: and interactional fair-
ness focuses on the interpersonal treatment received during the complaint process.™
Exhibit 7.3 shows examples of each type of fairness taken from Brown and Tax’s study
of customers who reported on their experiences with complaint reselution. Qur Global
Feature discusses how custemers across cultures view fair service recovery.

Qutcome Fairness

In their service recovery efforts firms should provide customers with outcomes, or com-
pensation, that match the level of their dissatisfaction. This compensation can take the
form of actual monetary compensation. an apology, future free service, reduced charges,
repairs, and/or replacements. Customers expect equity in the exchange-—that is, they
want to feel that the company has “paid” for its mistakes in a manner at least equal
to what the customer has suffered. The company’s “punishment should [it the crime.”
Customers expeet equality—-that 1s, they want to be compensated in a manner similar
1o other customers who have experienced the same tvpe of service failure. They also
apprectate it when a company gives them chotees in terms of compensation. For exam-
pie, a student whose senior portraits taken by a professional studio are not properly
printed could be offered the choice of a refund or a free stting and package of portraits
as compensation for the original portraits not arriving as promised. Qutcome fairness
is especially important in settings in which customers have particularly negative emo-
tional responses o the service failure; m such situations recovery efforts should focus
on improving the outcome from the customer’s point of view. ™"

In the Club Med example in Exhubit 7.2, customers were compensated by being met
at the amrport with snacks and dninks. being chauffeured to the resort, being served a
favish buffet, and being treated to an all-night party that was not part of the package
initially. These guests had suffered a lot through the defay of their long-awaited vaca-
tion, and the compensation definitely was more than adequate, given the service failure
was not even Club Med's fault.

Cn the other hand, customers can be uncomfortable if they are overly compensated.
Farly i ifs experience with service guarantees, Domino’s Pizza offered not to charge
for & pizza if the driver arrived after the 30-minuie goaranteed delivery time. Many
customers were not comfortable asking for this level of compensation, especially 1f the
driver was only a few minutes Iate. In this case “the punishment was greater than the
erime.”” For a while Domino’s changed the compensation to a more reasonable 83 off for
late deliveries. Later the time guarantee was dropped altogether because of problems it
caused with emiplovees who were driving too fast to make their deliveries.
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Fair

Unfair

Outcome fairness: the results that
customers receive from complaints

Procedural fairness: the policies,
rules, and timeliness of the
¢complaint process

Interactional fairness: the
interpersonat treatment received
during the complaint process

“The waitress agreed that there
was a problem. She took the
sandwiches back to the kitchen
and had them replaced. We were
also givern a free drink.”

“They were very thorough with
my complaint. One week later }
recefved a coupon for a free off
change and an apelogy from the
shop owner.”

“The hotei manager said that it
didn't matter to her who was
at fault, she would take
responsibility for the problem
immediately.”

"The sales manager cafled me
back one week after my
complaint to check if the
problem was taken care of to
my satisfaction.”

“The loan officer was very
courteous, knowledgeable,
and considerate—he kept me
informed ahout the progress
of the complaint.”

“The teller explained that

they had a power cutage that
morning so things were delayed.
He went through a lot of files
leffort] so that | would not have
to come back the next day.™

“Their refusal to refund our
money or make up for the
inconvenience and cold food was
inexcusable,”

“If | wanted a refund, 1 had to go
back to the store the next day. Ii’s
a 20-minute drive; the refuric was
bBarely worth the trouble.”

“All I wanted was for the ticket
agent to apologize for doubt-
ing my story, | never got the
apology.”

“They should have assisted me
with the problem instead of giv-
ing me a phone number to call,
No one returned my calls, and |
never had a chance to speak to a
real person.”

“{ had to tell my problem to too
many people. { had to became
irate in order to talk with the
manager, who was apparently
the only one who could provide a
solution.”

“The person who handied my
complaint about the faulty air
conditioner repair wasn't going
to do anything ahout it and
didn’t seem to care.”

“The recepiionist was very rude;
she made it seern like the doctor’s
time was important but miné was
not.”

Source: Reprinted from “Recovering and Leamning from Service Failure,” by S. S. Tax and S. W. Brown, Slcan Management Revieiw
40 {Fali 1998), p. 79, by permissioh of the publisher, From MIT Slean Management Review. Copyright @ 1998 by Massachusetts
institute of Technology. All rights reserved. Distributed by Tribune Media Services.

Procedural Fairness
In addition to fair compensation, {irms should treaf customers fairly in ferms of poli-
cies, rules, and timeliness of the complaint process. Customers want easy access lo the
complaint process, and they want things handied quickly, preferably by the first person
they contact. They appreciate companies that can be adaptable in their procedures,

195




Exhilkeit 7.2 Stery ef a Servica liere

Service failure Is inevitable, no matter what the contex,
couirry; or cdltire, Appropriate service recovery proce-
dures, theretors, are needed by all firms. Service firms
operating in several countries, as well as those oper-
ating in multi-ethnic countries fike the United States,
United Kingdom, of Australia, need to be sensitive to
the cultural diversity and subsequently differing expec-
tations of service and of service recovery.

ATTRIBUTION EXPECTATIONS

When service failures océur, customers spontaneously
infer or atiribute blame for the unexpected event.
Researchers Antna Mattila and Paul Patterson have
explored service recovery across cuitures and found in
Western countries, when the failure is caused by some
external factor beyond the control of the service firm,
customars will attribute the problem to the context or
situation surrounding the service failure—particularly if
an explanation is offered by the firm as to what hap-
pened. Such action can diminish the blame customers
attribute to the firm and its staff, and thus not detract
from their percepticns of overall perceived quality. For
customers from Eastern cultures, however, a causal
explanaticn has relatively little impact on where the
blame for the failure is attributed. These customers
prefer other remedies, such as a speedy resclution to
the problem and a genuine apology from a manager
{rather than a frontline employee} to regain “face” in
the eyes of their family and friends. Eastern customers
also have & lower tolerance to uncertain and ambiguous
situations. Thus, when a failure is being remedied, these
customers would prefer having a sense of control—the
firm cah provide this by keeping them informed of
exactly what is being done 1o rectify the situation.

FAIRNESS EXPECTATIONS

Qutcome Fairness

Mattila and Patterson also investigated service recov-
ery fairness issues. In their studies they found wWest
ey (.o, American} customers are more interesied in
and expect o receive tangible compensation (ie., 2
discount} when a servite failure occurs than ars East-
ern {i.e., Thal or Malaysian) customers. Offering com-
pensation is particularly effective in restoring a sense
of fairness among American customers; apparently,
American consumers aré particularly concerned with
cutcome fairmness. Indeed, American cusiomers are
generally more assertlve and more used to askihg for
reparation than consumers from Eastern cultures, Pre-
vious research on service recovery in Western contexds
consistently showed that compensation has a positive
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effect on postrecovery satisfaction and loyalty, Eastern
customers, who typically tend to be high on uncertainty
avoidance, prefer other types of remeédies wheét s8rvice
failure occurs. In Eastern cultures there is a tendenty to
focus on avoidance of losses rather than on individual
gains. East Asian customers emphasize the need to fit
in with others and to avoid conflict and confrontation.

Interactional Fairness

Mattila and Patterson’s research suggests that, in West-
ern cultures, offering an explanation for service failure
might shift the customer’s focus away from thinking
that the service provider is incompetent, undaring, or
lazy. Such an explanation tends 1o cause Western cus-
tomers to pay more attention to the situation as a
cause of the failure. Eastern customers, however, are
more likely to be aware of situational constrairits, seek
to maintain social harmony, and avoid causing a loss
of face. For them, interactional fairness appears to be
particularly salient. Thus, providing an explanation and
treating the offended Eastern customers in a courteous,
formal, and empathetic manner is more important than
the compensation offered.

Procedural Fairness

For service firms operating in the United States, hassle-
free and fast recovery procedures that lead to compen-
sation for any losses or inconveniences triggered by a
service failure are preferred by customers. Althcugh
compensation is generaily the primary driver of Ameri-
can customers’ fairness perceptions, speed and conve-
nience in the recovery process also appear to be valued,
tn Eastern cuitures, a genuine apology from a manager
{rather than a customer-contact employee} is particu-
larly desirable; such a procedure allows custormers to
regain "face” in the eyes of their family and friends.
Eastern customers would aiso prefer to have a sense
of control, so having management constantly inform
them of what is being done to rectify the situation is
also appealing to them.

In service recovery, as in any service situation, com-
panies need to be sensitive to the fact that cubture and
other factors play a role. As these studies suggest, cus-
tomers in all cultures expect strorig service recovery but
preferences for the type of recovery or which fairness
dimension to emphasize may vary.

Sources: A_S. Mattila and P. G, Patterson, "Service Recovery
and Falrness Perceptions in Collectivist and Individualist Con-
texts,” journal of Service Research & (Midy 2004}, pp. 3356-346;
A.S. Mattilz and P. G. Patterson, “The Impact of Culture on
Consumers’ Perceptions of Service Recovery Efforts,” Journal
of Retailing 80 {Fall 2004), pp. 196-2046.
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so that the recovery effort can match their individual circumstances. In some cases,
particularly in business-to-busimess services, companics actually ask the customer,
“What can we do 10 compensate you for our {ailure”” Many times what the customer
asks for is actually less than the company might have expected.

Fair procedures are characterized by clarity. speed, and absence of hassles. Unfair
procedures are those that customers perceive as stow, prolonged, itlogical, and incon-
venient. Customers also feel # is unfair if they have to prove their casc---when the
company’s assumption scems to be thev are wrong or lying until they can prove
otherwise.

In the Club Med case in Exhibit 7.2, the recovery happened as quickly as possible
when the passengers landed in Mexico. Even though the problems were not Club
Med’s fault, the company went out of its way to compensate the delayed guesfs
immediately on arrival. The vacationers had no more hassles once they were on the
ground.

Interactional Fairness

Above and bevond providing fair compensation and hassle-free, quick procedures,
firms necd to treat customers politely, with care and honesty, during the service
recovery process. This form of fairness can dominaie the others if customers feel
the company and its employees have uncaring attitudes and have done little to try
to resofve the problem. This type of behavior on the part of employees may scem
strange—why would they treat customers rudely or in an uncaring manner under
these circumstances? Often it is due to fack of training and empowerment-—a {rus-
trated frontline emplovee who has no authority to compensate the customer nmay
casily respond in an aloof or uncaring manner. especially if the customer is angry
andfor rude.

In the Club Med case in Exhibit 7.2, Silvio de Bortoli and his staff were gra-
cious, caring. and upbeat when they greeted the long-delayed passengers. They
personally met them at the airport, even though it was late at night, They even
involved oiher guests already staying at the resort to greet the new arrivals and
party with them, making them feel welcome anéd helping to give their vacation a
jump start.

Cultivate Relationships with Customers

In Chapter 6 we discussed the importance of developing long-term relationships with
customers. One additional benefit of relationship marketing is that if the {irm fails
in service detivery. those customers who have 2 strong relationship with the firm arc
often more forgiving of service failures and more open to the firm's service recov-
ery efforts. That i3, it may be casier to “fix the customer” if the firm has established
a strong relationship with that customer; indeed, research suggests that strong cus-
tomer firm refationships can help shield the firm from the negative effects of failures
on customer satisfaction.’ To iilustrate, one study demonstrated that the presence
of rapport between customers and employees provided several service recovery ben-
cfity, inclhuding increased postfailure satisfaction. increased loyalty intentions, and
decreased negative word-of-mouth communication.™ Another study found that cus-
tomers who cxpect the refationship to continue also tend to have lower service recov-
ery expectations and may demand less immediate mmpcmation t'or a failure because
they consider the balance of eguity across a longer time horizon.™ Thus, cultivation of
strong customer relationships can provide an important buffer to service firms when
failures occur™
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Service failures csn oecur in a varisty of ways and
at numerots times throughout the service delivery
process, However, in miany cases it is difficult, if not

ure has occurred unless the customer informs the
firm accordingly. Uafortunately, a refatively iow per-
centage of customers will actually complain to the
firm., Thus, a major chalienge facing management is
how to get customers to complain when they experi-
efnce a servicé failure andfor they are not satisfied
with servite delivery, What can a firm do to elicit
tomplaints? Here are some issues to consider.

* Develop the mind-set that complaints are good.
Too often the complaining customer is looked on
by employees in the organization as the enemy—
someone to be conqguered and subdued. The
méreé prudent approach is to develop the mind-
set that the complaining customer is the firm's
friend. Complaints provide valuable feedback to
the firm, giving it the opportunity not only to
address the service failure for the complaining
customier but also to identify problems that other
{less vocal} customers may also be experienc-
ing {the "tip of the iceberg” phenomenon). One
schofar suggests that “complainers ought to be
treated with the dignity and respect afforded to

the highest-pticed analysts and consultanis.” Ong
company puts all customers who have complained
on a VIP list. Accepting complaints is truly reflec-
tive of firms who are dose to their customers,
Make complaining easy. if the firm truly warits to
hear from customers who axperience poor service,
it needs to make it easy for them to share their
experiences with the firm. Sometimes custom-
ers have no idea whom t¢ speak to if they have
a complaint, what the process &5, or what will be
involved, Complaining should be easy—the last
thing customers want when they are dissatisfied
is to face a complex, difficult-to-access process for
complaining. Customers should know where to
go and/or whom to talk to when they encéunter
problems, and they should be made 1o feel confi-
dent that something positive will result from their
efforts. Technological advances have made it pos-
sible to provide customers with muiltiple avenues
to complain, including toli-free customer call
centers, company e-mail addresses, and website
feedback forms. The firm should regularly commu-
nicate to customers that comiplaining is easy and
that it welcomes and appreciates such feedback.

Be an active fistener. Employees should be encour-
aged and trained to actively listen to customers,

SERVICE RECOVERY STRATEGIES: FIXING THE PROBLEM

Often the most pressing and Immediate need in service recovery is to “fix the cus-
tomer”” However, in many situations the actual problem created by the poor service
delivery also needs to be fixed. This may require reworking, redoing, or redelivering
the service, if possible, to provide what the customer initially expected. And, if the
problem is likely to recur for this or other customers. then the service delivery process
may need to be fixed. too. This section highlights strategies that can be used to help
the firny “fix the problem” both in the short tersm and in the long term.

Encourage and Track Complaints
Even if an organization aims for 100 percent service quality, failures occur. A critical
component of a service recovery strategy is thus to encourage and track complaints. Our
Strategy Insight describes several ways in which customer complaints can be encouraged.
Firms can utilize a number of ways to encourage and track complaints. Customer
research can be designed specifically for thas purpose through satisfaction survevs,
critical incident studies, and lost customer research, as discussed in € hapter 3. Toll-
free call centers, e-mail, and a vasiety of social media are now used 1o facilitate,
encourage, and track complaints. Software applications in a number of companies also
allow complaints to be analyzed, sorted, responded 10, and tracked automaticaily.”!




particularty to see i they can pick up on any cues
customer might respond “fine” to the waiter’s
guestion “How is your meal?” However, the cus-
tomer’s body language and tone of voice, or the
amount of food not eaten, might indicate that afl
is not fine. Seme customers may not be assertive
in voicing their displeasure, but they may drop
clues to suggest that something i amiss. Employ-
ees as well as managers should be consistently
listening not only to the customer’s actual words
but also to what he or she may really be trying or
wanting to communicate.

Ask customers about specific service issues. A
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the technology accommaodations in your room?”
of “What needs 10 be done to improve our rec:
reation center?”). Asking customers very spacific
guestions that cannot be answered with 4 simple
“yes™ or "no” may providé customers with an
easy way fo point out expectations that were
not fulfitled.

+ Conduct short, trailer suiveys. A foillow-up tele-
phone call to a customer still in the midst of the
servicé expérience can help to identify problems
in real time and thus enabie real-time recovery.
Enterprise Rent-A-Car Company, for example,
regularly calls customers a day after they have
picked up a rental car and asks the customer if

everything is okay with the car. Customers who
report problems, such as a broken window or a
car that smells of srmoke, are brought a replace-
ment vehicle that day without any additionai
questioris or hassle. Trafler surveys work espe-
cially well in business-to-business services in
addressing problems early, hefore thay become
major issues,

very simpie, informatl way to find out about any
sefvice failure is simply to ask. Managers at one
hotel with a high percentage of business trav-
efers make it a point {6 be at the front desk
between 7:45 and 8:45 a.m. every day, because
approximately 80 percent of their business trav-
elers check out at that time. During the checkout
process, managers avoid questions that can be
answered with a simple “yes,” "OK.,” or “fine” )

Sources: 5. 5. Tax and S. W. Brown, "Recovering and Learn-

eg. . How was your stay?”) and ”_Wtead ?s_k ing from Service Failure,” Sloan Management Review 40
questions that force customers to provide specific {Faif 1998), pp. 75-88; O. Harari, “Thank Heaven for Com-
feedback {e.g., "How couid we have improved plainers,” Management Review 81 (January 1992}, p. 59.

In some cases technelogy can anticipate problems and complaints before they hap-
pen. atfowmg service employecs to diagnose problems before the customer recognizes
they exist. At companics such as IBM, John Deerc, and Caterpillan, information sys-
tems have been implemented to anticipate equipment failures and to send out an clee-
tronic alert to the local ficld technician with the nature of the problem as well as which
parts and itools will be nceded to make the repair—a repair the customer does not yet
know is needed.

Learn from Recovery Experiences

“Problem-resolution sifuations are more than just opportunitics to fix flawed ser-
vices and strengthen ties with customers. They are also a valuable—but frequently
ignored or underutilized—source of diagnostic, prescriptive information for improv-
ing customer service™? By tracking service recovery efforts and solutions, managers
can often learn about systematic problems m the delivery sysiem that need fixing.
By conducting root-cause analysis, firms can identify the sources of the problems
and modify processes, sometimes almost eliminating the need for recovery. At Ritz-
Carlion Hotels, all emplovees carry service recovery forms called “instant action
forms” with them at all times, so that they can ummediately record service failures
and suggest actions 10 address them. Each employoe “owns™ any complaint that he
or she receives and is responsible for seeing that service recovery occurs. In turn, the
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FIGURE 7.6

The 160 Percent
Hampton Tan™
Hotels Guarantee

Friendly service, Clean rooms, comfortable surroundings, every time,
If you're not satisfied, we don't expect you to pay.
That's our commitment & your guarantee. That’s 100% Hampton.

employees report to management these sources of service failure and the remcedies.
At Hampton Inn"™ Hotels, whenever the service guarantee (see Figure 7.6) is invoked,
the reason for the customer’s dissatisfaction is recorded as part of the process and
the information forwarded to management. Such information is then entered into a
databasc and analyzed to identify patierns and systemic service issues that need to be
fixed. If common themes are observed across a number of failure situations, changes
are made to service processes or attributes. In addition, at the Ritz-Carlton the infor-
mation is entered into the customer’ personal data file, so when that customer stays at
any Ritz-Carlton again {no matter what hotel), employees can be aware of the previous
expericnce, ensuring that it does not happen again for that customer.

Learn from Lost Customers
Another key component of an offective service recovery strategy is to leara from the
customers who defect or decide to eave, Formal marketing rescarch to discover the
reasons customers have left can assist in preventing failures in the future. This type of
research is difficult, even painful for companies, however. No one really likes to exam-
ine their failures. Yet such examination is essential for preventing the same mistakes
and losing morc customers in the future. ™

As presented in Chapter 5. Tost customer research typically involves in-depth prob-
ing of customers to determine their true reasens for leaving. This information 1s most
effectively obtained by depth interviews, administered by skilled interviewers who
truly understand the business. It may be best to have this type of rescarch done by
senior people in the company, particularly in business-to-business contexts in which
customers are large and the impact of even one lost eustomer is great. The {ype of
depth analvsis often requires a series of “why™ questions or “tell me more about that™
questions to get at the actual. core reason for the customer’s defection. ™

In conducting this kind of research, a firm must focus on important or profitable
customers who have ieft—not just cveryone who has left the company. An insurance
company in Australia once began this type of research to fearn about their lost custom-
ers, only to find that the customers they were losing tended to be their least profitable
customers. anyway. Thev quickly determined that depth research on how to keep these
unprofitable customers woald not be a good investment!
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Make the Service Fail-Safe—Do It Right the First Timel
The first rule of service quality, and arguably the best service recovery strategy, is
to do it right the first time. In this way recovery is unnecessary, customers get what
they expeet, and the costs of redoing the service and compensating for errors can be
avoided. As you have already learned, reliability, or doing it right the first time, is
the most important dimension of service quality across industry contexts.*® Indeed,
rescarch suggests that many customers stay in a relationship because they have not
experienced a (aegative) critical incident. ¥

Dick Chase. noted service operations expert, suggests that services adopt the qual-
ity notion of poka vokes to improve service reliability.™ Poka vokes are automatic
warimngs or conirels m place to cnsure that mistakes are not made; essentially, they
are quality control mechanisms. tvpically used on assembly lines. Chase suggests that
poka yokes can be devised in service settings to “mistakeproof™ the service, ensure
that cssential procedures are followed, and cnsure that service steps are carried out in
the proper order and in a timely manner. In a hospital setting, numerous poka yokes
ensure that procedures are {followed to avoid petentially life-threatening mistakes. For
example, trays for surgical instruments have indentations for specific instruments, and
cach instrument is nested in its appropriaie spot. In this way surgeons and their staff
know that all instruments are in their places prior to closing the patient’s incision.*’

Simularly, poka vokes can be devised to ensure that the tangibles associated with the
service are clean and well maintained and that documents are accurate and up-to-date,
Poka yokes can also be implemented for emplovee behaviors {checklists, role-plaving
and practice. reminder signs) and even for ensuring that customers perform effectively,
Many of the strategics we discuss in Parts 4 and 5 of the text (“Aligning Scrvice Design
and Standards™ and “Delivering and Performing Service™) are aimed at ensuring service
reliability and can be viewed as applications of the basic fail-safe notion of poka yokes.

Even more fundamentally, it is important for a firm to create a culture of zere defec-
tions to ensure doing it right the first time.*” Within a zero defections culture, cvery-
one understands the importance of reliability, Employees and maragers aim to satisfy
every customer and look for ways to improve service. Emplovees in a zere defections
culture fully understand and appreciate the “relationship value of a customer™ concept
that was presented in Chapter 6. Thus, they are motivated to provide quality service
every rime and 10 every customer.

o

SERVICE GUARANTEES .

L

P
A guarantee 18 a particular type of r&i(:%(\)(}} that can be used to both “lix the
customer, and “fix the problem.” In a bustfiess context, a guarantee 1 a pledge or assur-
ance that Nproduct offered by a figaf will perform as promised, and if not then some
form of repxation will be undepriken by the firm. Although guarantees are relatively
cominon for mquufactured préducts, they have only recently been used for services.
Traditionally, ma
its intangible and vartebjé nature. What would be guaranteed? With a tangible product,
tze cuslomer is guarn that it will perform as promised and. if not, that it can be
returned. With a se i, generally not possible to receive a return or to “undo”
what has been pepformed. The Skgpticism about service guarantees 15 being dispelled,
however, as moye and more compaies find they can guarantee their service and that
there are rempfidous benefits for doing §

Companigh are finding that effective serviv
pany’s service recovery stralegy—serving as ond

uarantees can complement the com-
1 to help support the service
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Key Factors Leadidy
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A Customer expeﬁtatms ‘

Gap + Inadequate customer research orientation
Insufiicient cusiomer research

1
Research not focused on service quality
inadeguate vse of market research

+ Lack of upward communication

Lack of interaction between management and customers
insutiicient communication between confact employees and manager
Too many fayers between contact personnel and top management
+ Insufficient relationship focus
Lack of market segmentation
Focus on transactions rather than relationships
Focus on new customers rather than refationship customers
= Inadequate service recovery
Lack of encouragement to listen to customer complaints
Failure io make amends when things go wrong
No approptiate recovery mechanisms in place for service failure:

! y

Cém;&any perceptions of
customel"' expectatl A "f;uf}s

: c,onwnnonaf emphasis on acquining ngw-clstomers rather than on
retaining them. Relan marketing has alw e a practlce of wisc business-to-
busmuss firms {such as 1BM and General Ekctnc) that recognize that clients have the
potential to spend more with them if they provide excellent service. Other business-
to-business firms. and many companies that sell to end-customers, often 1ake a short-
term view and sce cach sale as a transaction. When companies focus toe much on
attracting new customers, they may fail to understand the changing needs and expecta-
tions of their current customers. Technology affords companics the ability to acquire
arxd integrate vast quantitics of customer data, which can be used to buiid relation-
ships. Frequent flyer travel programs conducted by airlines, car rental companies, and
hotels are among the most faniiliar programs of this type.

The final key factor associated with provider gap 1 is lack of service recovery. Even
the strongest companics, with the best of intentions and clear understanding of their
customers’ expectations, sometimes fail. {t is critical for an organization to understand
the mportance of service recovery-- why people compiain, what they expect when
they complain, and how to develop cffective service recovery strategies for dealing
with inevitable service failures. Such strategies might involve a well-defined com-
plaint-handling procedure and an emphasis on empowering employees 1o react on the
spot, in real time, to fix the failure; other times it involves a service guarantee or ways
to compensate the customer for the unfulfilled promise.

To address the factors in the histening gap. this text will cover topics fhat include
how to understand customers through multipie research strategies {Chapter 3}, how to
build strong relationships and understand customer needs over time {(Chapter 6), and
how to implement recovery siralegics when things go wrong {Chapter 7). Through
these strategies, this first gap can be mimimized.

whichis ai

Provider Gap 2: the Service Design and Standards Gap

Accurate perceptions of customers” expectafions are necessary, bot not sufficient, for
delivering superior service. Another prerequisite is the presence of service designs and
performance standards that reflect those accurate perceptions. A recurring therne in ser-
vice companies s the difficulty experienced in translating customer expectations into
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service guality specifications that employees can understand and execute. These prob-
lems are reflected in provider gap 2, the difference between company understanding
of customer expectations and the development of customer-driven service designs and
standards. Customer-driven standards are different from the conventional performance
standards that companies establish for service in that they are based on pivotal customer
requirements that are visible to and measured by customers. They are operations stan-
dards set to correspond to customer expectations and prioritics rather than to company
concerns such as productivity or efficiency.

As shown in Figure 2.3, provider gap 2—which we call the service design and
standards gap---exists in service organizations for a variety of reasons. Those people
responsthble for setting standards, typically management, sometimes beligve that cus-
tomer cxpectations are unreasonable or unrealistic. They may aiso believe that the
degree of variability inherent in service defies standardization and therefore that set-
ting standards will not achieve the desired goal. Although some of these assumptions
are valid in some situations, they are often only rationalizations of management’s
reluctance to tackle head-on the difficult challenges of creating service standards
to deliver excellent service. Technology changes and improvements are particularly
helpful in closing this gap, as the Technology Spotlight in this chapter describes.

Because services are intangible, they are difficult to describe and communicate,
This difficulty becomes especially evident when new services are being developed. It ig
critical that all people involved (managers, frontline employees, and behind-the-scenes
support staff) work with the same concepts of the new service, based on customer needs
and expectations. For a service that already exists, any attempt to improve it will also
suffer unless evervone has the same vision of the service and associated issues. One of
the most important ways to avoid provider gap 2 is to clearly design services without
oversunplification, incompleteness, subjectivity, and bias. To do se, toels are needed to
ensure that new and existing services are developed and improved in as careful a man-
ner as possible. Chapter 8 describes the tools that are most effective in service develop-
ment and design. including service blueprinting, a unique ool for services.

The quality of service delivered by customer contact personnel is critically influcnced
by the standards against which they are evaluated and compensated. Standards signal to
contact personnel w 12nagement prionitics are and which types of performance really
count. When-%trvice standards arc absent or when the standards in piace do not reflect

Customer-driven ser‘.rk.':e. .
A designs and standards

Gap « Poor service design
2 Unsysiematic new service development process

Vague, undefined service designs
Failure to connect service design 1o service positoning
= Absence of customer-driven standards

Lack of customer-Criven service standards
Absence of process management fo focus on customer requirements
Absencs of formal process for setting service qualily goals
« Inappropriate physical evidence and servicescape
Fatlure to develop tangibles in line with custorner expectations
Servicescape design that does not meet customer and employee needs
- inadequate maintenance and updating of the servicescape

1
~ Management perceptions
of custamer expeciztmrxs _




FIGURE 2.4
Key Factors Leading
to Provider Gap
3: the Service
Performance Gap
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= Deficiencies in human resource policies
Ineffective recruitment
Rale ambiguity and role conflict
Poor empioyee—technology job fit
inappropriate evaluation and compensation systems
Lack of empowerment, perceived conirol, and teamwork
= Failure to match supply and demand
Failure to smooth peaks and valleys. of demand
Inappropriate customer mix
Overreliance on price to smoocth demand
* Customers nof {ulfilling roles
Customers lack knowledge of their roles and responsibilities
Customers negatively impact each other
* Problems with service intermediaries
Channel conflict over objectives and performance
Channel conflict over costs and rewards
Difficulty controiling quakity and consistency
Tension between empowerment and control
H

|
1 -

Service delivery

b

instructions-~service quality is jeopardized. Customers can also negatively influence
the quality of service received by others if they are disruptive or take more than their
share of a service provider’s time. Understanding customer roles and how customers
themscelves can influence service delivery and outcomes s eritical.

A third difficulty associated with provider gap 3 involves the challenge in deliver-
ing service through such intermediaries as retailers, franchisees, agents, and brokers.
Beeause quality in service occurs in the human mteraction between customers and
service providers, company control over the service encounter 18 crucial, vet it rarely 18
fully possibie. Most service (and many manufacturing) companies face an even more
formidable task: aftaining service excellence and consistency in the presence of inter-
mediaries who represent them and inferact with their customers yet are not under their
direct control. Franchiscrs of services depend on their franchisees to execute service
delivery as they have specified . And it is that execution by the franchisce which the
cusiomer uses to cvaluate the service quality of the company. With franchises and
other types of intermedianies, someone other than the producer is responsible for the
fulfillment of quality service. For this reason. a firm must develop ways 1o either con-
trol these intermediaries or motivate them to meet company goals.

Another issue in the service performance gap is the need in service firms to svachro-
nize denand wid capacity. Because services are perishabie and cannot be inventoried,
service companics frequently face situations of over- or underdemand. Lacking invente-
ries to handle overdemand, companies lose sales when capacity is inadequate to handle
customer needs. On the other hand, capacity is frequently underutihized in slow periods.
Most service companies rely on operations strafegies such as cross-training employees
or varying the size of the emplovee pool Lo synchronize supply and demand. Marketing
sirategies for managimg demand—such as price changes, advertising, prometion, and
alternative service offerings—can supplement approaches for managing supply.
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FIGURE 2.5

Key Facters Le
to Provider 5
the Commur
Gap

We will discass strategies to deal with the roles of employees in Chapter 11, cus-
tomers in Chapter 12, and demand and capacity in Chapter 13.

Provider Gap 4: the Communication Gap

Provider gap 4. the communication gap, lustrates the difference between service
delivery and the service provider’s external communications. Promises made by a ser-
vice company through its media advertising, sales force, and other communications
may raise customer expectations, the standards against which customers assess service
quality. The discrepancy between actual and promised services, thercfore. can widen
the customer gap. Broken promises can occur for many reasons: overpromising in
advertising or personal selling, inadequate coordination between operations and mar-
keting. and differences in policies and procedures across service outlets. Figure 2.5
shows the key factors that lead to the communication gap.

I addition to unduly elevating expectations through exaggerated claims, there are
other., less obvious ways in which external communications influence customers” service
quality assessments. Service companies frequently fail to capitalize on opportunities
to cducate customers to use services appropriately. They also neglect to manage cus-
tomer expectations of what will be delivered in service transactions and relationships.

One of the major difficultics associated with provider gap 4 is that communica-
tions to consumers involve issucs that cross organizational boundaries. Because
service advertising promises what people do. and because what people do cannot
be controlled the way machines that produce physical goods can be controtled,
this type of communication involves functions other than the markceting depart-
ment. This type of marketing is what we call interactive marketing-- the market-
ing between contact people and customers—and it must be coordinated with the
conventional types of external markering used in product and service {irms. When
employees promote the service do not fully understand the reality of service
delizety, they are likely to make cxaggerated promises or fail to communicate (o

A Service delivery

Gap [
4

‘ « Lack of integrated services marketing communications
Tendency to view each external communication as independent
Not including interactive markeiing in communications plan

Absence of strong internal marketing program
« Ineffective management of customer expeciations
Net managing customer expectation through all forms of communication
Not adequately educating customers
- Overpromising
Cverpromising in advertisng
Overpromising in personal seiling
Overpromising through physical evidence cues
+ inadequate horizontal communications
Insuffictent communication between sales and operations
insufficient communication between advertising and operations
Differences in pelicies and procedures across branches or units
« inappropriate pricing
High prices that raise cusformsr expectations
Prices that are not tied to cusiomer perceptions of value

|

Externgi conuniinications
5 customers




