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Chapter J · Introduction and Overall Methodology 

1.1 Setting the Scene 
As wuh many other European socretres, Algeria has moved an economy based on agnculture 

to an acronym based on services Asia and North Afnca rs becoming a predominantly service 

based economy Bxplosnc yet erratic gro"th m this area. coupled with dcclme m rradmonal 

agr,hased rnunufoctunng, means that whether me,1;ured by mcome or numbers employed, 

more than 30 per cent ofworkeN m mMt Korth Afnrn economics arc today employed m the 

service sector Intense competition, encourng,xl by deregulation as well as the apphcatron of 

H�w kdmuh,gy, has Fueled th,� growth. In Algeria approximately 4Q% of the workmg 

population is employed Ill the tertiary sector (Amencun Statistic Book 2004) The ternary 

sector mcludcs pnvatc busmesse, for example banking, msurancc oompame,, hntel,, 

restaurants, consulting, rcprur and maintenance, ,upenuarkets, travel agencies, transportation, 

and others In addnion to the pnvate businesses, we also find public services 1,h hu:,p1lah 

and social institunons, education. lax offices, etc 

In today's 1rn.n:asmglv competmvc environment, quahty services and customer satisfaction 

arc critical lo corporate wcu:;\> Delivering high quality services is c!01clv lmk�d 10 pmfits, 

cost sav.ogs and market share As staled by Piercy l1995), ,tis striking that one of the few 

elements that links many of the ,,tht;TWJ� disparate recommendations made lo managers o�cr 

the past several decndes has been the need to focus on customer sansfacnon as a route to 

sustamcd !ugh performance Comµ,mes should, to a much higher degree, be aware of the fact 

th.tl customer disansfacnon equals both dcfbcnon and long·lerm losses >\s stated by venous 

Author; (Aallantayne er of 19%, Berry, 1986, Collier, 1994, Schneider and Bowen, 1995) It 

rs easier  and much cheaper  to koop ex,stmg customers than to get new ones Add1t1onall}, 

another benefit from acluevtng satrefied cu,tnmefl, ,s the fact that the wrlhngncss to 

repurchase is much higher for satisfied customers than for drssansficd and mdillcrcnt ones. 

10 
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D:;sp,to this <1wan,mc:.s concemmg tht, importance of customer sansfactJon, rt is beyond tbe 

ability of many of today's service compamcs to maimain sausficd customers 

Empmcal surveys conccrnmg the proportion of sansfjcd \'CTSUS drssansficd customers reveal 

that a large amount of service mdustnes suITer from an mwfik,ent numbt:r of satrsfied 

customers A survey conducted m the survey from a European Umvcrsny take Europe and 
Northern A!nca reveah extreme lo., le,d, of overall cu1tomer '\llMfactl<)n Hi;, exummed the 

overall customer satisfacuon levels m vanous service branches Grocery chains (31%), fast 

food ocners & Res (24%), and hank> ( l5%) One can argue that these result, con�tliute a low 

range of general service provision However, even compames which focus their efforts on 

acmcvmg sansrlcd customers, rarely exceed a customer satisfacuon rauc above 5070% 

(Scheby. 1998) However, it is importam to emphasce that u rs almost impossible to compare 

various levels ol sansracncn, as the numbers depend heavlly on the specific method ol 

measurement As a result, 1t is not possible to refer to tbe degree of satisfied versus 

drssansned customers m absolute terms. bu\ only m rclauve terms 

Orocd on the rcaultr ubovc, the imprcanon riJCJ that the duciphnc of Jat1Jl) mg cuitomcra n 

not always successfully translated mto acnvmcs practiced by sen ice comparucs Thrs fact has 

supported our interest m conducllng an mvesllgatwn concemmg the relationship between 

service pmV1dcrs and customer -aueacuon 

1 2 Problem Formuianon 

From a finn'v perspecnve 11 1s 1mportanl 10 ensure that customers are ,a11�fied with The 

product the) purchase as well as with the way the product rs delivered. This rs true for 

wmpam<;,:, pro<lu�rnJ( pun, «oo<l:, or pure w,v1ws, or for u:,mp;,nis:> odlmi, isuod, am.l 

services Customers have specific needs, expectanons. and pcrcepnons, but if a company 1:, 

noL able to exceed or a t least med these expeu .. won:,, lht, customer becomes drssansfled dlld 

probably does not consider a repurchase One prerequisite for customer sansfacnon 1� 

therefore that the company knows their customer's needs and expectanons 

Accordmg to Parasuraman et al (1995), the l.i.rger the gap between a lompa11)'s and 

customcr"s perception conccrnmg both service product and service delivery the smaller the 

probabihty of sansfymg the customers Tios indicates that service prov,dmg companies and to 

11 
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have a more profound und. • .'r\W.nchng or the crucial quesuon An tme�t1gat10n r,f the 

relationship bet ween service provision and customer ,;ahsfav110n appears therefore of interest 

I 21 ldentifymg the problem 

Despite the growing awareness among North Atnca seTY1ce companies only have succeeded 

in reaching acceptable Jovsb of customer satisfactJon In un.ler tu expl<1m the sources of 

service flu!ure, it ,� of interest to examine the theoretical relationships between service 

comparues and lhe san \faction of tbeu customers A thorough mvesugutton of all clements 

const,tITTJng to th,; relationship ts beyond the <;eope of this tbesrs, hence we have chosen lo 

narrow down the analyo1; to encompass only a specific number of clements affecting 
cu\tomer sansfacticn 

WL hd1c,c that one wny to cemcvc good scrcrcc n \,'., have motrvatcd MtJ dfe�u,e f"'UJ�� 

w1thm the <;e1,1ce orgum,.atJOn, hence one oflhc clements rn focus will be a discussion ol the 

internal drmen.ron of service qnal rty aod customer <;.!.11�fa<.11on 

Addmorally, rt rs almost importance that the service providers arc aware of the prov1der 

customer mterfaC<l That is, how can service ccmpames deliver external value to their 

customer satisfaction, this cor�ept v,ill be discussed and analyzed Thcie thoughts lead to tilt: 

followmg I op1c .Sentence 

TOPIC SE!il.t!'!CE 

The aim of this thesis is to at1a/Jze spe,:ljk element, 

hifluencing, restricting, a,uf enl,andng customer satisfaction in 

Th� $�1 eke iii,i,,M,)', 11,cu cle11re1U, will I,� .,._.,,,,./,,e,I /,u/J, 

From a theoretical and M empirical perspective. 

1.2.2 Intcrprdation ufTupic Sentence 

fn order to be able to conduct an mdepth analy�,� of the releuonstsp between the service 

providers and customer sansfacnon, l have chosen to encompass only a specific number of 

elements, m the interaction between the customer and the service provider which have 

mfluc0ct, on customer satisfaction l examine the mtemal d1mei1s1on of the rclauonship, along 

12 
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with the custoim:rprov1dcr mtcrface, that is how the service compamcs can deliver external 

value In addmon to the mtemal and external dtmcnsrons of the rclauonshrp, I have chosen to 

analyze the concept of customer sausfacnon m the wntext uf service quality. FrnaJJy, the 

impacts and results of achtevmg customer sausfactrnn will be cxammcd Customer lo)alty 

and customer profitability 

Havmg rdcnnflcd the clements alkctmg cuslomcr sah�faL'11\rn m th cory, 1t ,s of interest to 

examine these ekments h} <,onducting �n empmc�I research The main purpose of our 

empirical research in this context 1>1!1 therefore be ro Jind out "hetoor tilt, elenwnts 

influencing customer satisfaction m theory also prevail m practic:, or whether nthcr kmd, of 

problems occur However, !! has been chosen 10 conduct our research from the BNA's 

perspecnve in order ro gain m:.1gh� mto how managers m service branches evaluate tlrir 0\.\'11 

perception of services, and thcar oncntallon on towards customer's needs 

I . 2.1 R cscnrch Q11D�t1on� 

Based on our Topic Sentence. I have tdcnufied a nwnber of Research Questrnns which �hould 

guide us m the rbeorencal discussion and analysis of the clements wnlun the rclauon between 

the service provider and customer seusracnon presented earlier Hence, the Research 

Questions arc to be seen as an operauonahzauon of the I oprc Sentence 

ln order to understand the factors mfluencmg customer sansfacnon It has been chosen to 

take n starting point in on lnslde out approach Jo mvesugate which 1mpa.ct� internal 

acllv1t1es, for example management style, commumcation among employees, and employee 

mvolvcmcm, etc have on the external value a service C!lm!'ll"Y prov1cil'S tn 1he1r r,rs1omPT\, 

lead; to the lin,t Research Question 

13 
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Research Question l 

How do mlemol operations m �eruu umrpamcs 

con1r1bute lo external performance! 

Huvrng identified cnncal clements concernrng mtemal opcrat,ons wrthui service 

cnmpames "'h1ch have an impact on the external performance 11 is of interest to 

analyze the relation between service performance and cubtomer sansfacnon When 

pun.hasmg physical goods H 1� morn or te« easy to determmc the quality of the f!Todud. 

Ollt: to the charactensncs or service, th1b evaluanon ts somehow more difficult The 

mfluencc of SC!VlCC performance on customer's evaluation and pt,rcept1on of services needs to 

be mvesugated rhercforc the seu.>ml Research Question is formulated as follow,;; 

R���.irch Oue>Uon 2. 
What impact docs the external pe,joroumce 

of a �cru�e mgam::ation have on customer� und 

their level of souqacnonr 

Ha,mg 1dcnt1ficd the factor< mf1ucnc,ng cuctomer sansfacnon lt 15 furthcnuorc of uncrcvt kl 

analyze the con<;equcm;t:1> of customer sansractron The goal of most �ice compemes is to 

make profit, at k,1,t rn the longn.m !n order to motivates and stimulate customers to o 

repurchase, u rs 1mpm!urn Jur .1 service company rn sansfy their cu�tomers Jn most cases only 

�at1sfied customers consider a repurchase, and become regular customers It is therefore of 

interest to anal)W the relation between customer �1sfad1un and customer loyalty, which, Ill 

return leads to profit m the long nm 

14 
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The third Research Quesuon rs stated as follow, 

Research Qucsuon 3. 

Which factors lead Ji-om customer sausfaaion to 
lmmltv nwl ,1,�, �/,,, nmfitnhi/,t,,? 

All three Research Queitwn� will be utih7ed i,� a �'111de for both the theoretical analysts and 

the cmpmcal research The answers lo these questions will be presented tluouglmut the the�t� 

and \.\111 be summarized m the conclusion 

l.3 Overall Method and Structure 

In �ll\ o,e,;\10,1 the metlmd heh1nJ the 11,e\l\ ... 1111� ,,.,llme.l ll 1i.d,nle, 11,e l"'"'e,, we lia,e 

employed m wnung the thesis. '!hereafter, the structure of the thesis will be presented The 

rnfuuu•(wu !!l, eu rn U.u� di.11(�1 will .uµµll:rnvuL (!J� luwL uf Lhc· !hc·si.. 

1 4 Overall Methodology 

Based on our Inerature research we have 1dent1fied venous way� to descnbe the relations 

between service company "s performance, and customer satisfaction However, most model, 

and theories cover only some aspects of the elements which we have rdcrmficd as bcm11 

profitable consequences of a1.,hic,�ng: customer sausfaction Only one particular model  The 

ScrvrccProflt Cham  was found to encompasses all the clements of interest. thereby ensunng 

a hoh:,tic v,ew of customer sansfartron 1n a service context The ServtceProflt Cham  

ongmally developed by Heskett el al (1998)  is based on the convergence work bemg 

earned out by Rerchhrld and Sesser (l':196) concemmg customer sausracnon and loyalty 

AJ the ScrviccPrcfit Chain pro1'kk1 a comprchcmivc linl between proJ1\Jib1hiJ' 1 growth and 
employee 1a111fadk,11 "'1th fc:111 on "''tomcr 1itnfft.:t1.:n, l1 lli,1 been onfued a1 i 1tamn11 
pourt for this thesis However, having analyzed each link of lhc ServtcoProfit Cham, 1\ 

appeared apprnpna� to umkrtake mmor mo<l1fic,1.t1on:, l he,e mud1ficut1on:, were u:,eful m 

order to find valuable answers to our problem formulanon, and to our three Research 

Que,t1ons 

15 



L I 
I 

:I 
I 
I 

I 
I 
] 

J 
: I 

P68.JI INJROsDOIUJCf<.c1S IO>N'-����-'-C• lw•• .. ercll-' l"•'•rtN"" "'" .'" '"""""'"' ''o""' eral,L! l,M•etharucdx,,es lo•gys 

ln order to address the Topic Sentence. the following approach has been cho,en +nst of all, 

each hnk of the modified ServiceProfit Cham It.ts been analyzed with regard to clements 

mflucncmg, rcstncung, or enhdncmg customer sat:tsfacuon HereJ.fter, ,t has been possible to 

formulate succes, factors to each link of the cham which dre either important to consider or 

cnttcal in relation to customer sansfaction Moreover, these success Iactnrv were rdenufied to 

mirror pvrenhul problems for service compamcs from d theoretical pomt of v rew as well 

llavrng created a sohd thcorencal foundation on the basis ol the Service Profit ChJ.m 

inostraung factors ,..,h,ch have an impact of customer c;aMfuct1on, the next important step is 10 

mvesllgate "hich f,ic(or.s mflueuce customer sansfacnon in practice The empmca.l an,dys1s 

mms therefore to fine out whether the same success factors prevail m pract,ce as m theory, It 

has been chosen lo con<lu<A <1n empmcal research, wluch, based on a quesuonnatre, tllke� the 

management per�pecl1,e 10 different service branches mto acc<11mt v,1th respect to c1momcr 

sat:Jsfaction and the success factors 

Conducting the empmcal n..�arch enables us 10 draw conclusions rci;.i.n.l,ng the relauon 

between internal oper.i.t1on� and external performance, the 1mpact ,if external value for the 

customer and their sallsfacuon, .i.nd h.!ndlmg of Joyal customers, Morco,cr, the cmpmcal 

research enahles us to identil} <igrnficant differences among selected service branches. 13) 

doing tlus, ii IS possible lo cornpure different perceptions and opmronv m ddkrcnt 'llcrv,c� 

branches lt 1, worth empha;mng that on!v the firm's perspecuve 1s of intere�1, and no 

conventional customer <mtnlact,on an11ly�15 15 conducted Thus, 110 obJecl1oe e,aluat,oJJ 

rnt"'""'"'C , '"lnmn "'11,f,ll non in these parnculnr service company of our sample ,, po,;ihlc 

I 3 2 Structure of the Thesis 

TI1� U1c�1, <,!arl, wl(h an mtroducmg Pan !, consisting of chap!cr one and twn Ch�pter one 

mcludes the settmg of the scene and lonnulahon of the problem, which, provides mfonnallon 

about the purpose. and focus of tlus thesis Wliert":a, rn dw.pwr two, the Service Value Chain 

,viii he mtroduced. This is done firstly by outlmmg the charactensuc and cvolutmn of 

services. which will provide important background mfomMl1on no how we will <lea! wnh 

services throughout the thesis In a second �frp, the ongrnalProfit Cham \VIII be presented 

and discussed lead mg to our proposal of a modified cham The �Hnou, lrnks of the modified 

�ham "ill be analy,ed m Part u, wluch nmcnons as the theoretical foundatrnn of the thesis 

16 
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Part ll consunnes the theorencal foundation, and consratv of chapter three to 11x In chapter 

three the first element of the modified cham internal service <.bmens1on, v..111 be discussed 

lbis dimension deals wtth internal operations which have an 1mpad on the external 

pcrtormancc ot a scrvrcc company The focus Mil be on theories deahng "1th mtemal 

operation wluch improve the efficiency and sausfacnon of employees ui service compamcs 

Thcrcallcr m chapter four, lhe second lmk of the Ser,,c,;, Vdlu<' Chdrn, the �xtemal ,alue 

winch service compawes deliver to their customers, will be discussed By doing nus strategic 

marl::ctmg perspectives wrll he provided 

Customer sansfuctrnn or drssausracuon as outcome of the provroed external , allle, ,, the third 

link of the cham, and will be rnvesUgated m chapter five This mcludes both uic ,drnllfienhon 

ol tcy parameters mfluencmg and enhancing customer ,;at1�fact1on m rclatmn to services, and 

the exenunaticn of service quality models wluch plav an unportam role in this context 

,,,,,.,m .. r ''"""l,r.r< ,f,.n mlch• lrn11! '" <l<'fi�·,fnn ln ,h� lnn!lr"n r1"mm,.,. snrfsfl"'tfrm rn 

retention and loyalty l'hc latter constitutes the fourth link in the Service Value Cham, which 

wtll be surveyed m chapter six 

T!monc� ,,.Juch cxplam the potcnt,al oulc()ms., ()I customer )()}ally ,,.,JI Ix presented, and 

thereby the relation to growth and proflrabthty from a firm's perspective will be clanfrcd, 

Each chapter of the theoretical Ioundauou "'111 end up "',th a ,u\ic,inclust1J[I "'h1ch ccntar 11, 

l>ulli t!,e Hki.iu ,Je..,, uf lhe wue,....,uJ,u� diaf]le1, ,,nJ " µn,»e1JW.l!u11 ul llie �ul1""'1 ,.u��e,,. 

tactors, and surnmarrzes appl!cd theoretical apprnache� a11J the movt central aullM)[� used Ill 

each chapter()! the theoretical section ot the thesis 

Part [ll constitutes the anal}�lS of our emp1ncal survey, and consists of chapter seven l hts 

part hcgms Mth sovcn·on� wh,�h includes the methodology behind the empmcal research, 

delmntanon, reliability and validity, and finally a prcsentanou of the service branches 

part1c1p.i.tmg in our re1.eareh <.ample 

Thereafter m seventwo, the m(cma! act1�l11Cs aff<X'tmg cu�omcr ,;an�ldCI\On will be 

mve;11gated Thi> conwkr, tfie factor, ,d�nt1fi�d from tfie corresponding tbecrencal 
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perspectrvc, such as internal markenng, management sutcs, mot1v<1lHJU, performance, control 

and trauung 

In <1eventhree the research sample'> servrce product and ns development wrli 00 examined 

n:femng to the external value provided by service compames Of spccral interest 111 the 

development of coreand secondary scrvrces along with the company's customer oncntatron 

In the followrng sevenfour, the fim,'5 assessment of service quality and customer sanstacnon 
I� addressed The l,1st one of Part ill deals with complain management 1n service comparues 

as a tool for service recovery, and the pos1t,�e consequences of obtammg 'IIIMfkd customen; 

loy<1lly und profitability 

F1I1<1lly, rn Part TV the conclusions oftlus 1hc�1, 1\1111 he presented, rncludmc an evaluation of 

the crmcal success factors provided m the subconclusrons of the various chapters of the 

theoretical foundation 

18 
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1he Purpose ot uus chapter IS twofold First an mrrodocnon to services will be presented This 

,� done m order to provide valuable background mformauon n:gar<lmg ho" we deal wrth 

services throughout the thesis Second, because the ServiceProfit Cham is used m th.ts thesis 

as a structural tool when analvzmg the relationship between mternal operations and customer 

setrsfacuon in services, the model v,111 be mtroduced and discussed I lavmg: rdenttfied the 

en ti cal usue, oft he SemceProfit Cham a modified vcruon "'11 be propo:,cd thereafter 

2.1 Introducing Services 

The mtrodu�1wn of services ts subdivided mto three parts fu>I a �hort h,stonc,tl development 

of the markcung and management literature of ,ervKes will be presented This IS dooo Ill 

order to provl(k background mformatrnn about service re<iearch Second, service 
charadon°,IJ<,.; "111 ha nLJ!lme<l, ,md II d,·,tml'ti,rn h<twt'rn n,r,ons e""'1s nntl 'li'IVICC'> ,,111 he 

mtroduced Fmally, a servicegood continmun wrll be presented wh1ch as,1gm, different 

rrxlustnes on d continuum between pun: gooch, and pure SCP/ICC< Th,� contmnum ,�111 be 

unhzed m Pan lll nf this thesis 

2. I l History and Bvolutron of Services 
In the literature then: has been a tremendous number of publications dealing v.1th the 

mu1kdmg and 111wwi.t:rneu! of ,e,vile> Accurdmg !o F1�k. Brown dTI<l Bitner {1998) the 

development of service markeung and management wn be dmded into three pha,;cs 

First, there rs the "CrawlingOut Phase' from 1910 to 1980, when onJy a few researchers 

made efforts to distinguish between marketmg strategies for got>1h and �crv,ce, The,e fow 

researchers proc!auncd that servrcee are d1fTt:rent from goods. and therefore need specific 

murketmg and munugemcnt attention. In her arnclc 

"Breaking rrec from Product Marletmg" Shostack (1977) demanded further research mterest 

m services. She states that the traditional markctmg and management !hcoric� do not prm rdc 

relevant tools for the charactenencv of services This critique has been accepted later by 

auidemic,an� and pr;1ctt11oners. 
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Second m the so called "scurryingOut Phase" from 1981 to 1985, further concentration on 

the marketing and management of services took place With sigmfjcant pubhcauons lrom 

Gronrcos (1981), Herry (1980), Zeithaml (1981), and Shostack (1984), martetmg and 

management of services received the nght to be consrdcred as an independent crscrptrrc 
Dunng this pcnod several articles were published m some of the best known Journals, l c 

Journal of Martcung, Journal of Retmhng, and Harvard Busme�� Review New service 

�pcc,fic Journals ulso emerged, for instance Im Journal of Services Marketing and 

mternauonal Journal of Service rndustnes Management There have Ileen strong effort, to 

develop markctmg and management tools which arc applicable to improve services As a 

consequence, rdalmm.lup marketing (&rry 1983) am.l ml,rrllil markdmg (Gronroo� 1981) 

have their roots m the mtense research of the service sector 

�mally m the "Walkmgbrect Phase" from 1986 until today the number of contnbunons m 

books, articles and onscranons have mcrcaecd cxplos,vcly Efforts ha,e been undertaken m 

order to improve the understand.mg of the heterogeneity of services, des1gmng and controllmg 

intangible processes (ftsk et al., 1993) According lo \\'nght I 1995) the cmcrgmg mten:sl m 

services can be labeled a new service paradigm from the marlctmg drsciplmc's tradinonat 

focus on marl..ctmg purely physical good� 

2 I 2 Cheractcnsucs of Servi res 

11.wmg d<:<enhcd 11,c dc�elnpmcnt nf service mMkctmg .\lid 111.111.1zemco,f 1! 1< now ""l"'n.1n1 

for the overall under�tandmi; of <tlrv1Ce\ to exnmme what a<.tu.Uly chamctenr,,, ;erv,ce� 

Although service iudustnes are themselves quue hcterogetieou� there are some servrce 

chmnden,t,u; llflOil which ,t ,� useful to generulm� The chamctensncs "e have chosen to 

discuss arc 

• Intangrbihty 

• Insoparahrlrty 

• Heterogeneity 

• Ponshabihty 
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SclVJCC are not t.u:,g,blc, as stated by Berry 'A good rs an object, a de,%<', a thmg, d scrvrcc 

rs a deed, a pcrtormance, an effort" (Berry, 1984). when a service JS purchased, there rs 

generally nothmg to.ng:,ble to ;h<Jw for rt. As drgucd by BeTT), "Services arc consumed bul no( 

possessed" (berry, 1984) Although the performance of most services ,s supported by 

tangibles, the essence of what JS berng bought is a performance rendered by one party, for 

another Ylost market offenngs are a combination of tangrble and mwng;,blc element; It" 

whether the essence of what is bemg bought 1; tangible, or mtw,g,bk, th,d dctt:rn11� I\<; 

ciassrncanon a, a physical good or a service 

2 1.2 2 Inseparability . 
Anmhcr charactcnsnc conccrmng services 1, that productwn takes place 

srmultaneous+y with cousurnpt1on Generally, gooJs are f,nt produce<l, \Old, then 

consumed Service, on the other hand MC uwall) sold rirsl, and then produced and 

consumed sirnultaneouslJ. Th,; raises a number of problems v,hich marketer� ol good� 

do not face Par(1opat1on of customers m lhc producL1m1 proccs,. or deliver} Process, 

the urtcracnon between the service provider, the service environment and the customer, and 

the merging of operations, hum.in resource and marhtmg rc;po11s1biht,c� m one md1v1dual 

AddJtmna!ly, some service orgaruzations such as passenger transport wmPJme� and 

,�:,lau1,mls. V'uduoe a11<l Jdo.e, (]..,1, ,e",ce for ruany c,.,,t.1111e,; s1multa11e,,u�ly In these 

cacen, cuctomere interact not only with the service orgarnzation, but aim \\�th eacb other As a 

result, other customers are a j)<Ui of the service con:,umption CXJX.n�nu: 

2.1.2 Jl leterogeneity 

Compared to goods service JrC normally less standardized and urnforrn '>crv,ccs arc not 

homogeneous Service mdustncs tend to differ regard mg the extent to winch they are "people 

based" or "equipmentbused" (Thomas, 1',78). Thul 1, lo say, there 1, a larger human 

component involved m pcrformmg some services than others 

Eqmpmentbused service; vary dependmg on whether they are �utomated or morulorcd by 

1k1lla:I or unskilled operator, Pccptebased services also vary depending no whether they are 

provi<kd bJ un;k1 lied, or professrnnal v.orkers 
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ligure 2 1. Types of Service Business 
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One of the ,mphcauons of this drstmcnon rs that !b.e outcomes of peoplebased service 

operations tend lo be less standardized and umfonn than the outcome cqu,pmentbased 

service or goodsproducmg opera11ons '>tated differently, the extensive mvolvemcnt of 

people m the production of a servrcc mtmduc� a <lcgn:e of vanabrlrty m the outcome that 18 

not present when maclunes dommate 

Because the customer;; hu)ing services meet facetoface with service employees. thus 
) expcnencmg their behavior and attuudcs, service outpL.tl'> can hardly be standardeed The 

111mkclm� i,,uc lw,� ,, Lu ""'H� curo"sleul .c,�iu, <JLllihl} Tn Jht absence. u( a IHJ1�1bk 

I 
I 

I 
I 

. I 
') 

ii 

attribute, it is hard to establish obJectlve stan<L.rd, of service product quahty (Armistead, 

1994) Tin, 1rnphe, Llrnl <11uhl} "hHrd for u"t"m'""' In,,_,,., p.im to nr .. �en �fler, purchase 

2 1 2 4Peri�habihty 

Services cunnor be stored, hence services are highly pcnshablc, cg empty table� m a 

restaurant can seen as a revenue opportumt) lost for e�er Time cannot be held over for future 

<die, thlL', serv,ce, cannot he invenrrmed T1ie Penshah,l1ty of servrces is not a problem when 

demand rs steady, because 11 is easy to «an th., serV1ce; m Jdv.;nce, when demand fluctuates, 

service companies have difficult problems Service marketers need therefore to manage not 

only the demand, but also lhe supply so that a profitable 1X1u1hbnurn 1s con�1stently obtamed 

All of these ruentwned service characteristics are associated ,,.,nh several m..rkctmg problem, 
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The different markcung problems spccrflc for service companies arc ,llu.�tratcd and 

eummanzed m Table 2 1 

Tahle 2 J · Service Characteristics and Marketing Problems 

Service Marketing Problems 
'h 1 1 

 Servic"' cannot be ,torubrd!Z<d 
 Qu•hty cootrol "d1tllcult 

 Cu Slomer imernr" "nh ..,,..;cc producuoo and dctiYery 
>yllcm, ond the iCMCC envirOil!Jl<.'III 
Customer rn•y b<- pan ofrhe product, p,OOllcrion, and the 
d�rvcry ,yscern 
'' clur di!.IH><thln b&"""' allrloung, llu,u.rn ,..,..ir<e 
1rum•11unc'lll, uxl "�"""' ma""!lement can be mack 

Jnt,.ng1b1htv  SCf"\•1co, canoot be stored 
• Sen"''" ca.mo! read,!)' be displayed, deruo,,;1,a...,J c. 

CO"''tlmucat <>cl 
Pr<JCLS> arc difficult to .a ond keep MIJu.ted 
No patent pr0!ec,;1on '"prote.1w11 ,s poss,ble fof 9e!"',1C<S 

 Sc,..,1<cs cannot be in,onlonod Peiubablhty 
Heterogeneity 

I SIJUHC. Zcithuml, Purasuruman and Berry. 1985. 

I 

l 

The charactcnsnc decueed above comnuue the four rradmonal chamctenst,cs of services, 

bowever, tn busmess marketmg 11\0 addruonal charactensucs can be a<lded Specrahzauon 

an<l technology Much more th,m m comu.mcr rnarkclmg !ht: business m<1rke\mg of $Crv,ce� 

mvolves the provision of specialized, customdesigned bundles ol services The management 

u110>ull4.LJI Ju, C.\ltlHIJk aku!ific, Lh<: u1uquc piul,luu, uf th� Lu,m,.�, d ,u,l <11 ,cl , c:u,uuuu!U> 

uuh]u'' bulu!1u,u A, l,u,11K,� !u4Jkd, Ui,uJ,� Ji,u1" ..i,J rnu," "utltykA hii;l,l,.dlllvlu!l.)' 

I 
l 

product, the scrv,u: '!Cdor has to kc<:p JrdLC m rnCL1lng the Lu,ir>mcr. more soph1,11catc<l 

needs (Bi!JWlsc, 1995) 

2.1.3 The ServiceGood Continuum 

I 

Having identitlcd the mam characteristics of service, a further drsnncnon between services 

and phy�,c,1] gn,xb ,.,11 be conducted Th" 1s core by pn:�ntmg different defimtum, ol 

services 'wh,ch stress tht: difference hetween sen1ce, and goods, nnd finnll} hy demonstrating 

the ,crv,cc-good continuum 

I 
23 

') 



PART]. INfRODUCllON Chapter 2 Xrv1cc Value Cham 

J 

I 
l 
I 
I 
I 
I 
l 
I 

l 
J 

1 
J 
l 

There cxrsts a large dffiO\lllt of different defiruuons regarding the concept, of service 

Gronroos ( l 983) defines service as. 

• An activity or senes cf actrvmes of more or tees mta11g1bles nature 

that normally, but not ucccssanly, take place m mtera�non� between 

the customer and service employees and1or physical resource; 

or goods and I or systems of service prov,<.kr, "'h,ch are provided 

us solunons to customer problems" 

Sasse et al (1978) defined another meaning for service, \.\htch F1tz:s1mmons .ind S1.11!1van 

(1982) refined 10 read 

•A service 15 a package of cxphcl! and 1mphc1l benefits performed 

with a suflp<Jrtmg fac,ht) and usmg facilitating goods" 

f'nllm� nnd Payne (1991) ,k:fin<" �<"TVI�� as 

"Any pnmary or uirnplcmentary actl\'lt}' that docs not directly 

Produce a physical product  that is the nongood, part of the 

tran,m;oon between customer and provider" 

Another commrmly used deflmtion of <;erv1ce ,s proposed by Kotler ( 1991) 

'Any act or perfommnce that one party can offer to another tlmt 1, e�sentially intangible und 

docs no\ result m the uwnerstnp uf'unythrng 

11, pro<l1Kl1on may or may not be tied to a physica! product 

One common charactensuc of these defimnons refers to the proportion of the mtangthlc part 

of a product I hrs leads to a more soplustrcatcd dJsunctrnn between g,x:xl� and services The 

service componLnt can be <1 mrnor or a maJOT part of the total offer In fact, the offer can range 

from pure good on one hand, to a pure service on the other Generally, four categone� of 

oilers can he d1sr111gu1 shed \ Koter, 1991 ). 

I. Pure Tangible Goods. 

Ifore the offer consists primanly of a tangible good, no services accompany the product (e g 

=Pl 

2, 
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2. 1 angible Good wnh Accompanying Services. 

Here the ofler consi,ts of u tangible good accompanied by one or more services to enhance its 

customer apped.l Levitt (1976) observes that "the more tcchoologically wph1�\1cated the 

gcnenc product the more dep,.,ndent are ns sale; on the quality and availabrhty of us 

accompanying customer sci, ices ( e g automobrle) 

3, Major Service with Accompanyin� _\tin or Goods and Services. 

Here the offer consists of u major servrce along with some addmonal scrvrces and/or 

supporlmg goods (e g. airlme tr:an:,portat1on) 

4. P11re lntan:;:ible Sen ice. 

Here the offer consist, pnrnanly ofa ,;,:rv,c� fr g p<,ych<Jtherapy) 

The concepts of 'pure goods" and ' pure services" arc not ideal concepts Thev cannot be 

J Iound m the real world of bLJS1�:, Rather, most company' offers lie along a contmuum 

wh1ch combines varymg degrees of goods and services Examples of business goods and 
] services are rllusrrared m !he sen icegood continuum shown m t1gure 2 2 

figure 2.2 ServiceGoods Continuum 
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When movmg from the "pure good" towdr<J,, to the "pure service" and of the spectrum, the 

proportion of tangible physical good of the total valoc purch.tsed d,x;rea�e;, and the 

rntangiblc clement rncrease, In perwnnel training, the tramee may not receive any tangible 

phy;1cul ,tern; Tra,nmg may be adueved entirely through verbal commumcah,m and 

dcmons.trutmn For this reason, personnel tramm!!" is shown at the extreme nght as one of the 

business services that most closely approxunatcs the "ideal" ofa pure scr, uc 

2.2 Sen iceProfit Chain 

Having mlmdoced services. 1l ,s now of interest to relate services to customer sausfactwn 

One way to illustrate the relation between internal operations und c��trn11er s.u1:1sfact10n m 

services ,, proposed m the SeniceProfit Cham by Heskett et al (l994J Because ttns model 

function,; n.s the overnll tmmewor� for the nnrdy�,s or lhc rclM1tm between service dchvcry 

<1nd customer sansfacnon m services, we find it appropnate to introduce the ScrvtccProflt 

Cham 

't be convergence of work being earned out by Rcrchhcld and ',as'\ef (1990) on Cll.�tomer 

sansfacnon and loyalty, associated With the cycle of failure m frontlme human resources 

management led to the creation of a broader frame,.,ork w,th <laytod.ty management 

relevance. Re,chekl and Sa,sc, ( 1990) Jcleullficr.l " dose ,dallullhlllµ lid l\ee11 tfa: Udcdiuu uf 

customers and drssmstacuon of employees m SCT\1Ce companies l here ind1cat10ns resulted 

m the ServiceProfit Cham (Schlesmger and Heskett, [991), which provides a lmk between 

profit and erol\th with emplovee sansracuon, by focusmg on customer satisfaclmn (Heskett el 

ul _ 1'194 Schle,mgerandHeskett, 1991). 

Th� ServiceProfit Cham al<;0 h<:en mlluenced by the analyses of successful service 

orgaruzanons lt IS perceived as a valuable tool for managers !o wtg,,L ne. mves!menLs dlld to 

develop the1r service oflerrngs and sattstacnon levels for maxunum compctmvc impact, as 

such wtdentng the gap between service leader, and (heir rn�rdy gvo<l oompc(,tor:. (He:,ku!( et 

al 1994), The ScrvrccProlu Cham e�tabhshe� relation,h1p:5 between profitabiht), customer 

luyalry an<l ernpluyee sati,fadion, lu)aily and pr<xlnlti�·1ty It 1; not solely the venous 
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elements of the cham that are of interest, 1t ,s .tlso the hnks m the chain that focus should be 

placed on 

Figure 2.3 The ServiceProfit Chain 

Opera.ting Strategy umf 
Sen•ice Delivery System 
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Source Heskett el. al. 1994 

1hc links m the charn are to be seen a� proposiuons EJch wmpon,,,n\ of \ht: ServueI'rofit 

Cham is mflueoced pnmanly by the previous components m the cham Profit and growth at 

the end are stimulated pnmarily by customer loyally LIJ�.tlly m rt1um 1; <1 dnecr result of 

customer oorrnfactmn Cwitomor ucnufucnon urnoug othor thmgs, ia intluonccd bv tho value 

11h1�h creates cuncrner f..lhr.faction �t .. rn, fmm iimploy""' nf a r•,,nc� company who or• 

satisfied, loyal, and productwe A strong mflucncc on employee satisfaction m return, results 

pnmanly from h1ghquahtv �upport scrvues and pohc1es that enable employees to delrver 

remits to customers But 11 "' solely the specific components of the chain which arc of 

importance attcnnon ,11.ou!d ajso be pmd to the lrnks between the elements. lly takmg a closer 

look at each lmk, 11 reveals how the ServiceProfit Cham functrons as a whole Heskell el al 

(1994) emphasi.te that fut, 8erviceProfit Cham is crrcular A direct mf1uencc to each link 

sterns from the pn:�ious one, but. mduectly all links arc mterrelated and therefore 

interdependent 

Even so, the mum focus of the ServiceProfit Cham is the relauon between mternal 

operation�, customer wtT�fact,on, and loya!tv. "!he importance of customer loyalty JS stressed 

by Rercbeld and Sasser (!WO) They suggest that compame<. should he aware of the 
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disadvantages conccrrung defection of cu;torner.s on the preferable aspects of Joya! customers 

It,, e<.t1makd that a 5% rocrease m customer loyalty can produce proht increases lrom 25% 

10 85% (Rcichhtld ,md Sa,,,,.,,, 1990). 

The importance or cu,lomcr loyalty ha:, affected lcadmg service firms currently to quantify 

customer ,at11fo�'Tion I lowever, today's customers are strongly value oncntatcd, and research 

program, have �hown that 1t ,, cxtremel) important to drstmgmsh between very satisfied and 

cansfied customers a; the} have drfforent repnrchastng behavior Customers pcrccrvc value as 

the results they receive m relah,m to the totul costs Therefore many orgamzntlons have 

started to measure relationship; between individual lmks rn tbe ServrccProfir Cham· hut, only 

a few have related for achrnvmg la,tmg competitive advantage 

2 3 Service Value Chain 
One of the greatest ad,antuge ofthc ServiceProfit Chum is the fact It covers the bonzcntal 

,Sj�d111 �11l,1�l1. Ti [•uL, a.U�"I'"" 1.,11, .,1, d�.,,�,,1., l,a�kw�uJ, 011.J r,11w•nl, Cl( ,I 

eneompa�o,es both ekments coucerred with employees, employee sansfacnon, and 

prl>ducuvity. but. also on elements concerned with the customer customer sausfaction. and 

customer loyalty 

However, the first !ml: of the ServiceProfit Cham, "h1ch can \.., viewed as tile starting pomi 

constitutes the operanng strategy and service delivery system. This encompasses. according to 

Heskett et al (1994), uuernal service q1.ud11y, cmployw sansfactlon, employee retention, and 

""1ploy...e productJv,ty. The mam focus rs solely on employee satisfaction which in return hav 

a direct mnucncc on cmproee retenuon and productlv•t> According to the model, the latter 

has a ponnve influence on the value of services provided to external customers 

At th<, same time, this mterrelation can be cnnctzed for bcmg too exclusive and too narrow In 

order to fit the model to the specific problem formulation to,rnutahon of th,, lhC>I> we have 

chosen to substitute the first hnk of the cham 'lbc value of services provided to customers 

depends on mtcmal operations One important hut not sole IS�llC. [J1<.,1"cll> IS employee 

sat,�fu.ction lmemal <.>fl<'ratlun, take place among employees both m fromlme and back 

office positions and arc characterized by employee 111tcraci1011� A dcc,�10n one employee 

make" h,i,, m g�neral an impact on other employees, and vice versa. wluch maces inter 
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orgaruz.atrnnal behavior compkx UX>kmg for C'<<1mple at consumers, pnce JS not the only 

hu)mg paramerer, �uch a� staff performance does not depend solely on one parameter as 

suggested m the ServiceProfit Cham A mcdtficanon ofthc model seems therefore necessary 

� mam purp<l,e nf the modificatJon rs simply to adjust the ServiceProfit Cham m a wav 

which serves our anal)�,s llt:st, thus ,t can be used as our overall structural model !be 

mo<.hfied ven.1tm 1,hich we have termed ''The Service Value Cham'" rs illustrated below 

Figure 2 4· The Service Value Chain 

EmploJee issuers & 
1iep,JceDdiJJ£n' Svstem: .liervlrt c,mce,,t: _ 

I ' ' 
' ' 

' ' ' I 
' ' ' ' ' External ' Internal Service - I 

Value ' Customer Cnatcmcr 
' '>ntisfactinn - I nyalty 

i Prnfit.1h1 hty 

' ' 
Source Inspired h) Heskett er 111, l'Yl4, p 166 

ln order to take the complex structure of organizauons into account, 111s suggested ro label the 

l1r�t l111k of the Service Value Chain a, Internal Service Internal service is concerned wnh 

orgamzational behavior wrth focus on employees It mcludes, for exarnplti decVimn makmg 

processes, mtraorgamzanonal commumcatwn, and employee monvanon The purpose of 

tcrmmg rt mtcrnal services IS to create a startmg poml for a Service Val...e Cham v,h1ch m not 

too narmw Th,� ",ll be of help when analynng the mterrelatmn of mternal opcrauons and 

provrocd external value A turther mvesngeuon concemmg internal services w,ll be 

conducted m the followmg chapter three. 

In comparison with the ongmal cham, the final link has been modtfied as well The direct 

mnuence of cw;tomer lo)alt) to gro"1h of re,enue and protitab1hty rs snll coestdered. but, 1t 
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IS less cmphasucd It is argued thdt profit ,s caused by loyal customers This is true, but, 

revenue grmvth and profitability have many different dctermmants such as for example, pnces 

of SCTYlCC�, co�t,, and rcpurcha,e frequency 

As we sec the most cnl!cal rssues of the Serv,ceProfit Chwn ere the relanons between 

mternal operation, and customer sarisfacnon. which in return lead to customer loyalty, 

Besides Um, profit 1s con�1d1;:red to be on,,, possible out come of customer loyalty. In order not 

to negled tilt, final hnk. profit J> mcluded m the Service Value Cham It rank, however, below 

customer Iovalty Therewith, protitah1hty remam<, an dement of the cham "h1d1 mfluences 

other hub, a:; for example mtcma! service, but, 11 becomes subsequent ro customer loyah} 

As soch, customer lo}alt) gams importance m the Service Value Cham 

The mmn elements of the ongmal Ser.ice.Profit Cham continue, however, !O prevail Aho 

the circular character of the cham remamc l hts meane that the mterrelauon between the 

drffcrcnt links 11 1hll cmpha�,,�c! Tn order 10 amly,,. th< Tf'l�twn,h1p h<twt"t'n mt�mHI 

operations and customer sansfacnon and loyalty, the various !mks of the Service Value Cham 

will be tunhcr discussed m lhe followmg Part TI 
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lnl(rrwl service J> the first link> of the Service Value Ch.iin Ry mlem.il >ervive \.\t. ml�rprd 

the operations, processes, and acnvincs which influence the behavior or employtts in ,e,,.,ice 

org:,mi/.dtion,, e g dec,ision m.ikmg pnK:<"sse,, rnmmunicdLion, emp<>wvrmu1l dll<l employee 

motrvatton Hence, rntemal service is concerned v.nh the service company's emplo}ees The 

,tdrting roinl is tdkcn in thi. .J"'umphon llMl ll1<: dkcl1Y<" lunchonmg of the personnel of 

service organintions is one ofth<" mdrn prerequisite, for its exl,..mal performance (Gronroos, 

1985. Kolkr ,mJ 1\nn>trn1g, 2002) 

The purpo"' <>f this duptu 1, to discus, concepts dealing wtth the human resources and 

internal J>1vces.s�, of ,1 sen:iu 01g1111iunon "'hlch h�l a11 imp�ct on the service dcl!\cry A� a 

pomt of departure, th: internal marl..etrng concept has \>een cho<;en becdll.SC 11 provides 

, al nab le insights to the role of employees dnd th.,orie.> v.ill k discussed dcahng with internal 

opcu!rnm v,,h1ch ,uppon !ht pcrform.ancc of service employees 

3.1 Internal Marketing 

Th, lir,1 linl< flfth,. <:�r..,;r,. V�lnf' <'h�in rf>r11s,,s on rmployr.. .,.t,sfart1on �s thr rlrivme fnrn· 

fo1 prov1din,1 value to external customers In the field of service marketing and mA11ai::cmcnt, 

tlUb �,15ic a1,su111pt1011 Ju,, hee11 eldbrnateo.l upon TI1e cunen\ outcome is a perspective labeled 

mlcrnul murkctmg. lntcrrntl murketmg ia defined uo n philo,0phy \\h1ch , i�w� employee� :IB 

mtem,il <,uslomer, Jn return, internal customer> M<, <l�su1b,,;<l as anyone man 01gam7.at1on 

who is supplied wrth products or services by other in the orgamz.atmn ('J.igel and C!lhcrs, 

1998) By satisfying the needs of internal customer,, �ervK" comJ)dll1<,S ct!hance their ability 

to wtisfy the needs c,f external customers (Berry and Parasuraman, 

1999, Gronroos. 1995, Heskett, 1997, Schlesinger and Heskett, 1�98, Schne1d�1 .md Bov.en, 

1995) lbey all imply the provision of good internal ,en ive, to inl<,rn,tl <,uSlomers JS crucial 

to the o, er.111 perform.mce of service companies (Gremler, Bitner and Evans, I 'N8) 
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Internal mlrketing can be "-Lil as one way to achieve extcmdl pcrlormance by improving 

mterual 0peration� The critical factor ot external perfmTiidnCe i� the mtcraction bt,tween 

,c:rvicc oomparues and customers Flut the quality of the external serv1w encounter is 

mf1'"'11Led h} internal service enrrmnters which;, the mtcracuon between mlenldl customers. 

It is argued by I ewis and Entwistle (1990). "lf these intern di enwunlers arc unsatisfactmy, 

!hen 1he external customer may end up dis.sdL1'fi�d. complmning, end s,,e th1., fault as lying 

with the cmtomerwntact employcc"(p.50) 

Various research studies h.1ve focused entirely on mternal pro1.,.,,,ses, opcranons, and J.<;\ivmes 

of emplo}tx'< w3lueh include human resource management, training development, and 

1mprovemcnt of employees motivation through enhanced communicaLion. empowerment, dnd 

mvvl,emt'nl (ChnsLOph�r, 1992, Lundberg, 1990) \\ihc,cas internal marlcetrng approaches 

internal operations with an attitude towards personnel b) ntihzang external mdrketrng 

actr,it1es ,md suategrcs. Tue analog) bet"""'fl mtcrnal activities and extem.;.I markctmg is 

shown by Collrns and Payne (!'I'll) and Gummesson (19g7) The vahdiry of the pardmdcrs 

ddenmmng external customer sansfactrnn ha�e also been identified for mternal customers 

(Gremler and Bitner, 1992). The .ahdit) ot the parameters de1�rmmme S'l:Wrn'll nLslrnner 

sensfecuon have alac been i<lmlificd for mtcrnn! ouJtomor'J(Grcrnloc and lhmer. 1 QQ'.l). 

Recover  emplo)ee re�ponses to sc1v1ce delivery systt,m lmlurcs, Adaptability  employee 

responses to ,pu;ial needs and requests, Spont.mell)  unprompted and unsohc1ted employee 

behaviours. 

Heskett ( I 997 J emph.1sizes that successful sen,w compemes have ad11cvcd their 

posinon by turnmg their strategic service vi,wn mward, meaning that employees receive 

the same attention as customers The posrtrve correlatwn between 1.,xkrnal 

s1w�rss anrl ,, s11ppo111w nr�ani:,at,rmsl �,wimnm�nl is '"flf"ltTc.1 i» Payne and Cl,uk (19951. 

[ven "hen Lhe external customer is in the center, mtcrnal marketing is seen as a tool to ensure 

employee pmtiup.ilmn ,mJ involvement. Some rcscurchc:r market l'lry ·11:;:;MT 1hst c,en 

suppliers of un orgdmL.Ulion can be included m lhe concept ot 111temul mJ.Yketmg (VronroM 

and Crumme,wrn, 1995, Hakonsson, 1992). 
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A nJ<JrL huh,hL alw of mlernal marketmg JS presented bv Crummc»on (1997). !le includes 

w,lomersuwher relationships between cmplo}ees inside one org,uu.oa\lon, th.' application or 

marketing know how concenung mlLTilal relations. actrvrties involved rn gutmg a company 

to be marketmgonented, and fin.t!ly the marl.etmg that exists amonr; pmfocenters Gronroos 

(199()b) slru;sc, Lhal mlcmal marketing is a11 uppmuch to develop a service oncntation and an 

interest rn the cmtomo,r amm1g all personnel The rum JS thereby to create moll\atllm among 

"11 p.rsom,d to support the goals of the organization 

Gilmore dnd Crlrwn (1995) summanzc the parameters of rntemdl marke!lng by ident1f;ing 

five types of activities J<irst, they creat� lhe mlernal and external interface It is slm,,,<:d (hat 

the humdll f.t.;tor has a crucial effect on a customer's expcrience when dealmg with a service 

orgamzauon "The mterpcl'S()11al heh.1vi01 of !he fronthne staff �ir kno"lulge, and 

wmpe(ene,e. (hcu responsiveness and ,,,illi11gness to hdp ,s obviously unportant from lhe 

customer's perspective'{Gilmore anti CAr,on.1995, p.302). 

Second, the apphcenon of an ;ntemal mdrl.eling mix IO customers is seen a> am;lhn par( of 

internal mar',.et1ng activities (Pier�} anJ Morgan, 1999) This approa�h �an be cntJc17,ed for 

ht,rng unrcahsnc A traditional marketiug :,lrnLeg} IndY nu( be applicable to a emploJees; 

because, m contrast to external cu:,tom=, !hev do not have a purchase chmce "h1ch m tum 

has ,rn 1mportam impact on the marketmg strategy ("Jagd anti t.aurers, l:J:J8J ExKTillll 

u1Stomers can usually purchase their ser..iws eb,mherc it rhcy are not s.a.\1,lied wnh the 

service provided Additionally 1111< m,,1 m,ir�olmt mix nmy fail l><'ransc the mlemal product 

or the external strategy coulcl be unwanted by employees fhe marl.c!mg nux framework i, 

considered to he lilil narrow and insufflcrent for complex orgdrnahonal structures; thus, tlm 

npproJ.ch Mil most likely fail in pracllce (R.1fi� and Ahmed, 1997). 

Thu:d. the lunctJonal responvt hi lily uf mtemal market mg JS d1scuss"tl In the literature �"" 1 s 

nu �..,,.,,�n,u, •�i;dldmg "!11�!.t depamnent has the rcspon>1b1hl; for mtcrnal murl.di.ug 

(Collins and Payne, 1995; l•lopo, 1996, Gronroos, 1090a; Rafiq Mn<I Ahmed. 1Q<)7) ',om,. 

Jrguc that it JS a discipline of the mJ,ketmg department, others perceiw it JS a function of 

human resource management. As internal marketing ro,f.,,s to the whole organlation this 

d,..,. ns.s,nn seems redundant Ever} manager eed every subordm,1k m each department. 

business umt or rm fit center has the rcsponsrbtlrty of executmg the concept, and triking JhlT1 in 
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" cude ol contmuous improvement Gummcsson (1997) has cre.1\�tl the term, parttime 

rn.irkeler .in<l claims Lhai evLTybu<ly rn .1!1 orgamzanon rs a parttime mark�tei, (hereby, he 

emphasized the importance of everyone in an org.1mL<Ot10n. 

fhe fourth elemenl belongmg to the internal marketmg concept is th<, empowerment and 

involvement of pcr:sonnel Fmpov.em1lnl rdu, lo the orgaruzauonal circumsUmLes which 

enable employees to work effectively This rndudes 1ran,p.1reJ1ty about the organm1t1on's 

performance, prnvmon of reward,, provision of support development pos,ibihlie,, and to 

give employees respcrns1b1hty (Hm,cn .1ml Lawler, 1998). Man; managers fear co11...,mrng 

empl<noo empowerment, that the subordinates might get too much responsrbihty, and thereby 

rcducmg their OY,'11 level of relevance .1nd p<>V>Lr U ,s reµorteJ that mainly in esttbhshcd 

bureaucr.tlK org.1m.cahons a reluctance against delegation prev.1ils (Gilmore and Carson 

1995). 

Staff roles foun tbe fo1nl pillameter of mtenMI n"Wrkehng. One 11."lpect ,� the prnvi110n of 

training programs to employees lhese truming nuhahve> intend to improve the mter 

employee eommu111cat1on "' well a, commurucation between differcnl departments or 

workmg groups (Tenner and De I oro 1998) The effect is q11cst1onablc, hcrnll.se sporadic 

meetmgs are not hlely to chilngL cn,ployec's behavior or anitude It is therelore suggested to 

implement an environment winch enables a contmLHllH jlTilCe'l<; of enhanced communicancn 

r,,thcr ihdn smgk (r«mi.ug dfIUH,tLmu1l:s Tk wuilnuuns improvement of proc,,•,•a,s and 

wmmwuc�!,c,u a v�, J m\L, h u, (h,: literature d,:�ling v.·,th l"ntsl Qi,s lity vi" s11ag�mPnr (TQr<,f) 

l'he br,t twn :i.rgumenlr for Internal marketing, employee inv o I v�rr,�11 L am.l Lhc: , uk ,,f tlv. staff 

dre ..,1,n as crucial areas for mtcrnnl ser,�ce, and will therelorc receive special art.,nlton By 

aca \yzmz the backgrnund of employee\ involvement and the role of the lTiliLal pomts will be 

e'<amm"d 

3.2 Employee Involvement 
In ordLr to ensure a lug,h employee commitment, re,e«rLh�rs suggest to increase the level ct 

employee involvement. \Vatem1.1n (1998) identifies three central elemeno conccnung 

employee partiup.1110.u Influence, mtcractron, and infom1.1tmn ,hanng Thcu model bas been 

improved by Marchrngton (1996). He du,:,iiie, cn,plo)cC usvolvement mto three elements: 
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Finl, employe" pdrllLipdhun m llic decision mokmg process without the mlenllon to quantity 

their 1rnpaLt rn1 the fold! decision Second, employees intention lo have an impact on the 

dccmon makmg process and the final deLi,1011 fmally, employ ees abt htv to lmk parucipanon 

and control m dcc1s1011 making processes 

3.2.IManagerial Issues in Decision Making 

Manager<, dre supp<»ed to make dccrsrons T'h1s 1s eendmly Lme tor comparues prodlh.,mg 

goods and for companies providing services In general, one can disting1wJ1 kLween two 

rnarn srrearns of theorie� concerning decision making (Scherrnerhmn el u/, 1991) fhe first 

one ol interest 1S the classical dcc1s1011 theory This theory assumes that ever;ihmg is certain 

rmplymg that the mdndgeT know, all ahcmnnves and consequences his decision has This 

theor:, lws been cnhcu.ed for being h}pothet1cal, static, .md umeahsllc. 

!he second theory ,� the bcha,ioral dDC1s10n making style Th,� lheor} explains decis10n 

maling processes m ,m un�ertdi11 "mid l\!dndg�rs tilllk� d�dsiu,,.., s.ill, 1espect to their 

indi,idndl p.:rc�phon of situations and have only limlled mfonnation available They choose 

th� alrcmanvc which sansfies them he,t (Simon 1977) The key d1(forenrn hdween the 

classical theory where the manager makes an optimum decision and the behavioral decision 

theory where the manager tends to make a satisfying de<:1>,um, " the presence of cogmuve 

hrn1tdlIOns and their impacts on our pcrLcplIOn oi the problem. l'ogninv" lnmtaucns e:.plain 

the manager's limned ahility lo recognize problems and solunons 

Whrn 11 '�""'"'' ,,, c]r,('111on mnkrng, thr<!e d1ffon,nt approaches are possible F1r:st, the mana1ser 

makes an Ill individual de<.1s100. He gathers information on hi:, o"n and then rna�e, the 

decision based on thrs mlormdlJUn. Tlus sL:,k ,�ll<:1.t:, �" aull,u1ny management st;le, dll<l lhc 

manager's power and po,nion wi thin the organization 

lhe second Wll) to make decisions is based on d morn consultanvc style Here Lhe manager 

,�eh to get mformation from their subordm,d�, Th�:, can be frontline employees who have 

1nteme umktd with customers or hackolli�� employee! who possess supportive tasks lh� 

manager discusses prob'emv wilh th� employees and recu,�s additional mformauon 

concerning the problem, and perhaps also prnp:isals to help sot, mg th� problem. But the main 

�hJra�t�nsLie of the consultative dec,swn makmg style is that the m,magcr makes the final 

do,c,,sion himself 
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Fmall}. group decisi()[!s arc possible 11,e manager receives input from other ernployLcS, but, 

d<l<Ss nOL makmg the final du:JSion. Instead, a di,cw,sion between the manager a11d other 

employees takes place which results in group consensus 

1 2.2�1anagemcnt Styles 

Ihe three basa: <lcL1s1on making mdhods have been further C'i:panded by Vroom and JJgo 

(1998). They suggesl t v.o vanaots on the aurhorrty decision The !ir.s! one rs that the manager 

make, thL tkxrnrnn solely h<1s"'1 on the mformanon available to hnn at that tune The other 

vananr implies that the manager obtain>, infurmal!on from emplo} ces and then decides on the 

prnbbn solution Fmplo)ees arc not directly involved 111 the g<1thenng of �lter11.i.livcs 

Coucermng Lhc consultative <lcc,sion makura ,lyk Vroom and Jago (1998) propose two 

further crsuncuous n,� fosl vat 1at1\ i� that the manager gets m fommtrnn und ulu.rnnuve ide.ir. 

lvr solving the problem fr,,m rliffrrcnl rmplo)ee,, thereafter. makin.,: the final decision 

h1msdf. The kc) factor is that those emplo;ecs are not hnmghl together, rnd1Laling that no 

discussion 01 Joined alternative fl:tlthcring takes pince among the m.uk!g�r and wbordmates 

fhe second variant of the consultative decrvrcn is that Lhe manager rnitldkS a discuss,on 

between employcLS concerning u problem. Sugg�slions and ,deus Me obtamed collectively, 

hut lhe manager mah, the final decision by rdkctmg on the discussion 

None of the oullmcd mana!(enal decision �t}les can be seen as a general too!. For 

d1ffrrent problem attributes, Lhurc are different ways to obt<1m surtable solullons The 

drnwbad;: or the amhmhy dccletou fs. th.it onl} u l11111kd Hu1nu11l uf iufvJJ\IA!lon b 

aue»,\.,lc Dllu lu A cistancc from lhc roul problomu which occur durmg pro,hwtinn or 

,vith ,u,tomcr relation,, 11 can be a disadvantage for the organihttion, \\hen the 

manager decide; m1hv1dually This can provoke rmsundcrstandmg between th� manager 

and cmplo�ees and can thereby creak employee rcs1sL�nce because they have not boen 

rnvolvcd ui the dec1s10n maling proctss The main drn\.\btlck ot the authonly o.l<:ChJ011 ts the 

advantage of the group decision When people ate involved 111 a <l�""1siu11 H,akmg pn...:.:,, 

they NIIl idennfy v.llh the solution As a result they tend to support and execute thte dccrsron in 

their work pl<1ce 
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In order tor the emplo)ee to he ahle tog� invol�ed in some of the everyday decisions it is 

1mr,ortm1t that the managing staff of servrcc companies an. ,mar� ol !he Wd) they manage 

their orgaruzat10n Toddy 1[ JS not sufficient for the managers to manage in the older and more 

"t1dd1t10Ml" way TI,e traditional management srvle builds upon drscrphnes like planmng, 

01,;dm.tmg. din,ctmg, coordrnatrng, and controlling It managers of today 's service companies 

<,ant to have success, they need to execute the tnJnagcmcnl <l,sc1plmcs m a much broader 

perspective They noe,\ lo focw, much more on the "modem" management d1Sciplme� lih 

empov,ermg, rnnchmg, caring, und focusing on the company's vision However, it is 

important to note that the modern management d1sc1phne� are ,llpOplementar� to the more 

traditional management disciplmes, dnd therefon, not a subsmute 

This change m focus concerning the management disciplines is m agreement with the change 

we have seen concermng the orgamLdl!Ons onenl.dl10n The pdsl trend h,i;, been for 

companies, to become very result. Tiu, unplrcs that Ilic managers ul today's service 

companies need lo he umcem,,d "'ith the more ' softer" element of the org:urn7..at1on (T dnner 

and Dcloro. 1996). 

We agree on the need ior tlus change m Iocus ll rs hov.ner, by unprovmg the orgaruzauons 

processes that one can influence and affect the overall result of the company and not the other 

WdY around <\nother argument for this changed focus is that ,n service comp,mies the 

satisfaction of the cmployc�> i; uf so huge m1porlancc. that J! mdkc, no sense just to look 

upon the fiuancral rcoutrs One has to cncompnoe tho venous procesrec of a �rv,ce 

or!c(muzut,on, n, tlr.os ptO<;\:iisi �rs l'�sn �• tbs mc·,mo ot rnchm!! rnh,£,.m!! 1ts!llt> Ai 

cmpowenucut is to be seen as probably one of the mo:;t 1mpo11nnt foctms of the nIDlkm 

rna"a�ctc1<:t1L J,�c1pl11lCs, ,twill\� flutkr cla\)()ratccl ,1J1<.,1, 111 the foll,1wrn� sccucn 

1.2.1 Empowerment 

Havmg examined different managerial decisum mJkini,:: s!}ki> wh<'re <'mplo)""" dr<., par!ly 

mvoh'ed. 11 B oJ" m!erest !o m,eohga!e methods which encourage pc,··r;onncl to take part 10 

dec,sion making p1ocesses One method is found to be of crucial relev,mc� wln�h relates lo 

tht empowerment ot employees 
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Empowerment can mainl) he found in the ,uviLL mdus!ry. [or example companies sllCh as 

south west Arrboes, Mamort, Ameri�un Express .md Federal Express use the fem, to de�cribe 

their success ('khneide1 ,md Bov.rn, 1995) In service companies, empov,em,mt wrresponds 

to both provtdmg fronthne personnel with their mrn re>pons,bility when handlinr; customer 

and enrnur.i.grng .md r,,wdfdmg employees to exercise rnltlatlve and imuginalwn (Zemke and 

Schaef I 98'1) 

Fnms hke e g. S<m!h\.\eSl Airlines have enhanced their sen%e o!for by getting front line 

personnel involved in essential decision, The approach chosen goes even further LU cu,lorncr 

,nvoh·ement when. lor instance recrumng stewardesses fr,,qnent flier, are invited to pre1,ent 

their opunon and preference, ixgarding "erviLL pc;r,,uuud (Heskett et al, 1994) It" more or 

less surpnsrng th.it this oiler ,s widely accepted by passengers v,ho can be assumed to be 

heavily occupied with their own bll.sintJss Howe,cr, this example demonstrate, Hrnt service 

companies arc on their w.i.y to taking other people's opinions mto dCCOunt, and not solely the 

opinion o r exocuL" c�. 

Empowerment is a cucsuou of bolance Gi,mg employees control ever their 01>,n work 

processes without loosing tbe o,er !hem Tius twofold aspect requi1e, hnutations to 

ernpowerrnent wh1<h i, the real challenge when provrdmg emplo:,ees wrth self management 

,ind dulhm1Ly (Ford and router, 1995). One preregrnsite for empowerment JS that mfmmalion 

is shared between emnlcvces and ma11a�Lmcnl "which enables them to undcrc;tund and 

r.011trih11t� tn nre;,m11,1linnal wrlrmn�11ce, rewarding them basld on the organizanon'e 

perfonndnce ant! g,vmg them the authority to m.i.ke decJSJOll.S that miluence orgdniulional 

outcomes" (ford and ronro, \')')5, p 22J. 

When dece11tn,li�_j11g making emplovcee have to share infommtton which 1> a prerequivite for 

controlling their own w<>n.1 pruccsscs (Pfeffer et al., 1994) Thucby 1t is stressed that 

part1cipdti<>n mcreases both sanetacucn and employee procluehv1ty. Buraek et al (1994) call 

th1:. cle;elopm�nt "A new paradigm". Tuey do not locll.s solely on the freedom t" make 

decrstons, but emphasize a shared v1,10n throughout the orgamzanon It i� not only tile top 

management that is concerned v.i!h the orgamz.atJon vision. Employee .ibo share the idea. 

\Vhat me<l l<> be an exclusive task for the top m,m.igement. thereby becomes a td�k for tile 

lov.�r lc,cb of the orgarnzations This indiwlL� that hierarchical distances rn "new paredigm 

crgeecaucos" are mimrmred, und a closer cooperation among ull employeos and 

management rs established. 
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l'or<l am] [ ottler ( l 995) propose the employee emp<lWCrmt,'Tll g;ml which demonstrates th<. 

d1ffore11( related stages concerning dccisronmakmg .imh,mty over fob content and context 

Figure 3 l · I'he Employee Empowerment Grid 
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DecisionMaking Authority over Job Content 

Source: Ford and Fouler, 199j 

According to Ford dnd f<ottlcr (1995), all Jobs have two dimensions: Content und context. Ihe 

Job conknt includes tasks and preo,:riptinn necessary to execute a job Joh rnnLLxl refers to 

th<. both orgamz.atwnal overall miswm .n:td vision, as well as the orgam,:at10nal setting and 

structure, and how the p.1rticular JOb is carried out. Decision makmg processes ate d1vidcd 

mto five stages: Tdenilfymg the prob km, discovering allem.1hve solutions. c,,aluat1on, makmg 

a choile and, finally, rmpjcmcntiug and folhm,1p on tho impact of that choice. TIK: !igure 

above illustrates five <lifTcrcn( combinations of empo=rmenl v.herc employees ore involved 

m decision makmg processes m the joh content/ context dimensions. 
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l he uiv olYernent of ernplc1y�cs 111 malmg processes reqrnrc, dll exchange of infomwl1on 

among all parucrpanre Io ma.ke valuable decisions n JS necessary ohta.in a, much mformanon 

as possihle rnncermng possible outcomes of a decision dlld potential alternatives. Thus, the 

l�vd nf empowenn�nt dnd provided mfonnanon depend; on Lw,, dS'J"'Lb. [ rrst, the dimension 

(wn!en(/context) the employee is invol��d m (he decision makrng pmceSs .md second, the 

service business \Vhere ,�nice i� customized or perwnalizcd, rdahonsh,ps are longterm, 

.ind employees have high g.rov.th and social ,,.,.,J, Mid strong rntcrpersonal skills, the potential 

gains frnm empov.,,rnrnnl um be significant (Bowen and Ldwk,, 1992) 

E'C,unples. where servrcc companies fail to mlegrale their employees are not dillicult to fine 

Pfeffer et al. (1994) 1epmt "When Robert Deck was head ofhunMn resources for the Bank of 

Amer1La. he pt,rcephvcly told the management wmnuUcc, reluctant to d1sdo,c the bank's 

strategy and other mformahon to its employees, that the compd1lors almost certainly knew 

Ll1e uiluuuallou aln.;,Ll;,, lypiuill y, (!.., uul y l""'JJ!� 1u 111� Jarl, ro � U ,� n, m's ,·,w11 cmplC)Cc.J. 

nowen :md I awler (19921 summarize the advantages <;if emJXm�rm�nl n, follows· Uutrker ,,., 

lme reposes to customer needs durm<1 service deliver, quicker on hnc responses \Cl di��aMficd 

customers <lurm� service recov ery: employee, v.111 mtcract with customers v.,th more warmth 

and enthusiasm; empowered employees can be a great so1irLe of ,en ice ioces, and finally, 

great word of month advcr(i:.mg and customer retention 

I h• mml�I abov� euggeete th:.t motivsnon h111, it, source m bclng cneri;h�ct cllN'rrM �r11l 

per,1,tu1t. Employees are energized by needs Thc;r arc directed by the pursrnt of goals which 

yteld reward> that granfy needs, and the� are persistent m beha�im, that regularly yield 

rewards which graufy their needs (Schneider and Dowen 1995) The theory which supporl<l 

th,, approach ts Maslow's needs theor:, a, exmnin&l bctorc 

11 The Role ufStaff 

A, (!J� >t��·u\l JJllJJt•H�!Ll �•p:cl d u,kuml 111d1t.d1u)!, 11,� o.,I� ...r th, <Taff ha, r,,,·n lllrnt!tlc/l. 

/lc.<".orrlmr, rn Hrn111M �t sl (IW4J, roles are important determinants of managcnal 

performance r <.>r managers throughout the service 01 gdniLai10n. Roks are lh� r�,pom1b1lities, 

b:hav,ors. or perfomldnce accomplishments e'Cpeded of a person m a partiwlar positron 

"Fonmil role�" arc prescribed, and list tdsk. requirements. and rc,spcms,b1hly. Very soon after 

a person begins a new job, "mformal roles" which may d1tler lrom lormal roles, eYolve lo vutt 
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social and personal preferences Leaders .UL r.,;pom1bk for putting m pince, system, lha( 

ensure people are comJ)('tent for contmuou., improvement of responsibilities. lhe,e mdu<lL 

5' stems for selecnon, pbLLmcllt, cducatmn, coaching and ongoing develnpmenl 

One evident example nf .a Lh.angecl sel of roles lS the change in focus v.ilh n:gdrcl to 

management ,!)le, v,.here today's leaders arc expected to h:indle <l1'uplmes like coaching, 

empowcrmg, and carmg as the more tradition.al role, like planmug, orgamzlng, coordinating, 

and controlJmg 

Accordmg to Schemerhorn et al. (1995) rnk, ar� closely related to communicatwn, 

espcc1.tl!y m .rn orgamzauonal context between mdndgemenl and stall. but also among 

employees. Roles are defined as a set ol .tch;ihes expected of a person holdmg a 

p:irt1cnlar offiu or po,1tlon ma group or orgamnnon (Katz dnd Kahn 1978) The rol� 

apcctdliou.s Me mutually based, the manage, hds rok expectations to his snbor<lmalcs and 

vrsa versa It is stre"ed by Schermerhorn ct al. (19'l5) th.it role expectations are 

LU1L111,uni�dlc<l d11Nug all ureuileis uf IIJl or'\an1ut1011. Tiu� uught rcault in u numlx:r ol 

problems . 

One "role expectation problem' refer« lo human resources. Dvery employee needs to l:.nov,. 

the role expectation the superior manager has concerning him Th,� 1, important m order lu 

s.tti,fy the Sllpcnor by executing tasks welL but ,vhcn the employee has not rece1v�d enough 

mtormation about both hts tsek and role, he cm hardly !JVe up to the superwr's CYJ"'M"wion< 

Ihis conflict 15 termed role dmb,gmly. In order to avoid these kintls of rmsundcrstandmg, i( ts 

neussar:, to commumcatc the role expectanon, one hae. Thrrr can a.I sr, occur 4no1hcr kind of 

confllct which refers to the lnahl llty of fulfl.llin!( the expected role 

Role confhcts can have different Lau�e\ Schermerhorn el al (1995) suggest live bdSJC types of 

role conflicts. first, intrasender conl11cL Torn refers to role exp,:,<J.i.tions wluch cannot be 

tulfilkd Second, interu,<ler role conthcr. The expect,llion " uncler,100J, but different 

opinions are prevd1hn1s bclWCv"'ll sender and receiver "lhmi, person role confhct which is 

rootecl ind <0nllicling value difference. I ;nally, inIBmlle cnnflrct where role expe�l.dL1on, of 

two or more persons arc in conflict 
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Chapter three " umccmed wtth the mtcrnal so,rv1�e of service compam�s rtrrst of all the 

managers of service eompam�, h<1ve to pa� a great amount of a!lcnhon !o (h�ir unployu,, m 

order for the t<>mp,m1es to survive m the fierce competition th<1t they are fac111g 111 the service 

industry They have to recognize !hut one ,�ay to achieve good service rs by ha,mg effective. 

produe!1ve, and satisfied employees wrthtn the organization and espec1.1lly 111 u1.,tomer 

um!.1U positions. 

The mllndgu, have neat their employees m the same Wd) a., Lheir ex!erndl �rn,lomen,, "' 

mterual sansfactmn is a prerequisite for external performance. lfthc mternal encounters arc 

unsatisfactory, the external cus!omn rmt} wd up dil."'Li�fied .md complaimng 1nc managers 

ot service compame, h,1vc to encompass the venous processes mto the overall strategic 

vision, which imphes that !hey ha,c to tum the 5trateg1c vision inward Moreover, they need 

to equally emphasize both processes wlthru the orgamzatmn and the overall result of the 

service operations. They have lo k.u'P m mmd th,1t the processes are the means to the end, and 

that they mllst not be neglected. 

In order to ensure a high employee conumtment 1! ,� suggc,tul t<> me""'"' the lc,el of 

employee mvohffi1ent Employees fed much more satisfied with their work if they get a 

chsnec ttt ml1\K'llf<' snmc of the ,,moi,� eve11dJy decisions, or if they get a sufficient amount 

or mtormal!on. t ncy most important JOb tor managen. <ll ,.,,,,,,�c org.1m,dhoM "lo empower 

auJ wad, th� cmµh,yc�s iuslcac.l of j us! do1111s all !k w,,rk (heri,,,lvbs. In ,,,vice VHllp�nic,, 

empowerment corresponds to providing frontlmc personnel wrth their own rcsponsrbihty 

"hen hdlldlmg customers, and also encouraging and rewarding employees to exercise 

uunanvc and imagination 

However, for service companies, empowerment rs a q=hon ol ba!dllCe G"mg m1ployccs 

contrnl OVtlT their own \\ork pmce,,es "itlxmt loosing the control over them; hence the real 

chalkng�" to prov1d� the employees wnh self management and authority. 

II one of the ov..rall goal, of.;. ""1"V1ce organi7a\ion is to provide their customers with big:h 

quJht) services, then it is of utmost importance for the mangers to bmld the provisin of 
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Havmg examined mtcrnal proce,,e, which haw an 1rnpdU on external pcrtormance, 1! ,� 

necessary to focus on the relation service wmpan1es and their CL1Slomers The objective of this 

chapter ,s therefore To mvcsngate the <er�1ce prov1dcrcusl<Jmer interface I rrst, a strategic 

ser\lu: rnarletmg perspt,d1ve will be prCSL'11lCT! wluch is considered lo be useful t()()l for 

marketing suv1ct's lo customers. Thcrcforn the "'nice delivery process ,�;11 � annlY7,ed by 

d1>lmguish1ng core scrvrce products, penphcral and Jdighting services, and fouilly liK sLrv1c,, 

encounter "hich is defined as a dyadu, interaction between a cmlomer dnd s service provider 

(Surprenant and Soh,mon, 1 ')97) will be rurnly.ced 

J, l Strategic Service Marketing: 

frnd1hondlly the function of llldl'keting has been divided rnfo three mall:1 components (Payne 

and dark, 1995) Fi"'t, is the markctmg mix "luch includes dc!tll,'Il!S !lldt do,krmme tile 

service compaoy's markeung program, second. the market forces which consnrute the 

enviromucnlrll umd1t1ons, which as such, hd\e dn 1rnpact rm the mMkeline J'TO£r,,m, aud 

fo1JII;,, the matching process "h1ch is the strategic and rn,m.igerial process to ensure that 

market Jrnu,s arc taken into accmml when developing a markctmg strategy 

I he marketing HH � ha,, ,l, ungm iu lhu !Ildrkehng ot goods tor consumer marlccl� and con.�ht� 

of lhe well known 4f', PJ1�0:, P1uuu,lll!JJ Pbu,, PnKlu�I lhe m.iukdmg nux appruauh ha, 

J,, '" L • ,1,. "' •II 1'1• h'""I ""· '.'ll]J'i1, I':, bee �\\Se h ;\,�� ll\11 \)t,l,1 Ill 111 i I ul "'" l i,t11�, m,wdt, , 11, I I I 

mduslndl marketing (llitner. 1995, Gronmos, 1990a; Gummesson, 19971 Judd (1997) 

propmes the fifth clement ,1., ?oople and takes lherebv the human resource factor into account 

Uooms and B,mer (1981) create 7P's b} adding Participants, Physical Evidence, and Process 

to the original 4P's 

Thc1r creanon aims to mcludc ,rn,.�cc in the marketing mix, and lh�rernre tile addmonal P's 

ate called '>t,rv1cc l"s Another solution ,s suggested by B,rnmgdmer ( 199 l) Ile idennfies 15 

element, for a complete >pcc1firnlmn of the: markcllng mrc addmg amrn,g others pmhe, 

partmon. pnorily, posmon, profit, plan, pt,rfcmnance. positive 1mpl<lmenldlrnn, lo the 

lnu.i1honal nux 
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H"v,.vcr, Crummesson (1994) pom!s out that the approach ct hllmg a nrnrkdmg mix onl) 

wilh d ,i11gle letter P JS too reslr1cuve Instead he prefers rdauonsh,p mJrlcetmg as a more 

useful tool to follilling marketing tasks Relahon mJ1ketmg is defined as the understanding, 

explanatmn and mdndgement of the ongoing e0lL!bor,1tive h1rniness relationship between 

suppliers and customers For Porter (1993), "relationship nrnrkchng i, lh� proass whereh} 

the buyer aud prm i<le, e,tahh sh 11nd effective, cfiicienl, enjoyable, enthus1asnc, and ethical 

rddL1vn,h1p" one that JS rcwardmg to both parties" Berry and Parasurdmctn (1991) rej<"rd 

rclationslup marhling d.\ tbe preferred approach to marketing service, l"kre can be 

1<lenl1fie<l 31J reletlonslups wluch neM lo be considered when conducnng marlchng slr.:ileg1es 

rourcmesson 1991) Hm,ever, a more detailed d1scussw11 of rehl1onsh1p marketing will be 

pro,ide<l in chapter six. 

1.1.1 Service Marketing Mix 

Still. th� cxpdnded markenug nux suggested b� Booms dnd Bitner ( 198 I) gas been considered 

to he a valuable tool tor marke!m� sen�ce Payne and Clark (1995) SLIJlPOTI Boo= .:tnd 

ll1(cr's 7P'i hut they propose one minor mo<l1ficc1Ll!m Vvhich leads to their expanded marketmg 

mix tor services. 

figure 4.1.: The 7P'� 'vlodel 

Custom<r 
Sef\lCO 

Source: Payne and Clark, 1995 
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Payne and C!drk (1995) argue that !he tmd1tionnl 4P's model 11 mswlicimt for \Crv1ce 

mark.cling because 11 docs not consider the complexity of services. In addilion, the 4P's model 

does not take m!o dcumm the prevailing m(erreldl10ns m service businesses. The expanded 

model can b� utih7ed for ser vice mark.�Lmg ""' to rts crossfunctional character and lherehy ,� 

typic<1lly more concerned v.1(h 'hepmg tl.e customer (rela11011ship marketing) than catching 

the customer (lr dll"1Ct1nn marketmg)" (Payne and Clark 199S, p 3 �9) 

Having identified the expanded markd.mg m,� as an important concept lor s(rategiL serviLe 

rnnrl<eting, it appropndlL� t<> .1ddress the three add1[io11.il derne11ts. People, processes, end 

customer service Hnwe,er, Ill the previous chdpte, the human facto! m service orgaruzauon 

h.is been elaborated upon, dnd v..111 therefore not be d,scus;..,d 111 this section Next processes 

and coslrnncr ser1, ice will be mvesugated 

4.1.1.1 Processes 

fk:h,,,,,ne ,,.,..,c,., is rhsr,,.,�r,7ctj hy processes Th,s " m�inly due to the cherectcnsncs ot 

services, as such the ms.cparab, lit) between consumption aud pro<l,iclum Th� ,en rce dd1v�ry 

becomes part of the purchase Gronroo.> (1990h) refers to the functional quality ot services 

wluch refers lo how services arc delivered In contidst, the service product is the technical 

qualny, dnd refers to whar I> delivered 

lhe cons1dcrat,on of processes in the service mark.ct mg mi� ,, jnsntied because it mdudes 

proc�11re�, tasks, ecnvmcs and op,nalrnn, v..h1ch are ot importance tor tho mtcractron 

beb,een the service provider and customer <\. large n11111her of .1ctfr1t1e0, rnppnrtr ih,, .sctinl 

:s.erv1r� rtchverv y.J,i,·h nn.11 "mvi81ble tn the customer Payne and Clark (1()()5) cmpha11:oc 

that a close COO)XOJd!i,m 1, needed t>etween the ma rkcr' "t �,,, T , 'I"'' ,, """ ,1� fT "l ,c, i ""' ,1,.d , ,, 

process manegcmcnt 

lhcre are lolllld n lnrge number of research studiu studies ,,hich aim to identify the processes 

rn service operations. One ofthe 'pioneer�" m this lidrl 11 Shostack Her early contnbuuons 

haw mtluenctld the way service processes can be illu.str<1.ted The objecnve of service 

bluepnntmg J> to �truclure pmces.,cs for service companies (Shostack 1984) It " ,een as .i 

practical tool to "engineer" ,..,,,.,,,es at the drawrug board, as well as a tool fo, idcntilymg 

gaps, analyzing compennons, mdmg m marl<d ,...,.,.,�rch, and controllmg unplcmcmatrcn 

\Shosmcl, 1987) . Moreover. the ade'luute process design is then a mccham�m (hat can 
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suh"1antia!Jy increase the unpact and role m lhc service ,,;um One LXillilpk illu,trat�, lhc 

br�al.ing down ct service processes. 

Figure 4.2: Subprocesses of the Service Deliver) Process 

Line ofVis1bility 

Group A 

Grollp B 

J ]0\,0( 

Ammgernent A 

Arr1n1,ccr..n• B 

Arrangement C 
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, I 

An angcmcnt D 
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Del,ve.r Colle<t ra),nent 

Sohl Conlamcr �elect flo"c" Place flowm m wntamcr 

' J 

,  . 
, !11,tnlury '   

 lm<r,lmy 

lecilitatrng goods and service� 
Source: Shostack. 1987 
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trgure 4 2 indicates that mternal processes arc mvisrblc to the customer lt JS possihl� \Cl 

d1v,de the ser.1ce deh,ery processes into subprocesses m order to identify potmi,al �(rcngth 

and weaknesses Schneider and Bower (1995) stress that the breaking down of service 

processes as shown shown above produces a picture of the components of se1v1u del,�ery 

system "Inch can help to wea,e LngeLher Lhe competing logic of different orgamzanonal 
funcl!ons. Another way to structure service processes is to analyze the degree of 

complexity and drvergeuce as suggested by Shostack (l 987). I hereby cl\mplexity 1� 

concerned with the nature of the steps and sequences that constitute the sen,ce 

process On the 
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OLhu hand, dr,ergrnu, refers to the vanability of the steps dnd sequences Th,� distinction 

�1Mbles a scrvrce wmpany to po>it1on itself on \h<., rele�ant market and to determine the 

direction ,t is go1 ni to chu:;c, in order remforcc the pmitinn or establish J. nev, povmon 

Figure 4.3 Complcxrty and Divergence 

Source: Shostack, 1987 

TI,crc me fow divergencc(complex,ty combmatrons possible (Sbostack, 1987). First, reduced 

divergence, v.h,ch is concerned wi!b lowering the costs and increasing the dTcctl\dy of the 

.;cr"cc company. The negJ.l1'e impacts might 00 seen 111 a reduced focu, on indtvrdual 

cuctcmer'a noodu. T'nait1vo effects arc u rtendardizatron of s.:1 , i�c Jcli, e.o.y :3e�uwl. rnu.,.,,e,1 

d•vergMce. 11J.is is LUJJLemed with the customrzauou nf serv1rcs 'service prOLe,S<"s aim to 

meet the c,e,t,,mcr's md1v,.ii,�l ,,,,:J5 On the ull,e, l,,u!U, lliis I<:CJUU�s uo.lo.l1twual ,�sources 

which lJ1 ,etuu, li.i I e "'' impull 011 incrcu,mg LO�ls thus higher prk<"s 

The tlmd optwn IS the reduced complexity. This focuses on making !he ,en�ce delivery easier 

by om1ltrng steps and acti v1tie� from the service process finaJ ly, increased complexit} 'I his 

lS concerned with the augmentation of the service busme" More kinds of service, .ire offered 

!o customers m order to cover more customer\ needs It JS thereby not na,essary that the 

additional s.en·,ce products are d1rnctl} related lO the ""'iginal busmcss", for c;,,.unple grocery 

sbops or car dealers offer financial svr>1c�, The opnon anns to penclrdte the market and to 

cr�.ite d competiuvc advrlJl!age Ille strategic asp<,<,ts "ill be examined m ;<,<,1ion 4 .2. 
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4.1.1 2 Customer Service 

50 

Source: Payne and Clark, 1995 

Customer service is the heart of the service markctmg model m Figure 4 1 (p.45). Lspecially 

m �wvic:e pm, 1din1,[ firms, the needs of the c11sLomer shoul<l be the pnmary focus Cw.tamer 

se,nKe can De dchncd as "bt:mg umcerned with the bmldmg "l bonds ,,,,;th customers nnd 

other m.trkd, of groups to ensure luugtum reld(ionsh.ip; of mutual advantage which 

remforce the other elements of th� marketing mix" (Payne and Clark, 1995, p 357) 

The goal of service comp"1nes is to add value to thcJr cu,Ll>mer, whi<.h lb a prerequisite for 

customer >dtisfaction Dul m order to meet Lu.stomer needs, it JS hrst of all necessary to 

rmderstand whet their needs drn Tn a second step, services need lo be designed and developed, 

which fulfill the requrrcmcur of adding value to cu,tornern Payne and Clark {1995) porn! out 

that "customer !>Cr.ice can he re�atded as a process \.\ln<.,h prmides !Line and place for the 

customer, and which a lso involves pretrnns.iction and posttransaction consrderanons relatmg 

to the exchange prnce" wnh the customer" ip.357). Thq propooe the following model for 

apprcacfung cuuomer acrvtcc 

arn.nuc, 
""f'lm H»,.l,n� 
,r,' �""''" 
""' ',cn,tcc QuaJ,y Aulit 
"" Blnei>lm co 
,c,.tf,u\,l<n" 

.., v,,,c1�" 
'""! R,dachon 
ss 'l<Jl,o� 

<ct M:..ketu S 
oyalfy" Club, 

Off-Pc»: Promo<1oml 
Officm 

1gure 4.4: illustration of Elem · '  ice. 
I Customer Service I 

I 
Pm TrM»ctlOO tiCO,>.O!US Tma,..,tlm [klnCL1c, Po<tr, 

' \Vnllca S,,v,cc ' M,mg.ng D<,"""'1 ' w 
M"1s.s,on •nd CustOtrnr I'""°"" ' c, 
8'< , "' r .. i.""' a r,, •• 1,,r ' � 

' •,�om«> ,\wore of ' �""·' J ""'' Cm 
M1:.>1on Pol CLCS ' \)<lem A""''"'' ' ' W""'"" Cu,lor�7 ' ""c,11"'} hm,ce ' � 
�"'""" o,,'"'"" ' Alllb IUlU C,, 

' P1occ,oc1 Suppolt»� ' r.,,.,._.,., ,. ,. 
\<r> ICO ( >h J«'l"'S ' D::morstntLoo, "' ' People ml �tructure ' D::mocstratLoo, ' Cm 
Supportmg Scm« '" ConY<n,:,:icc of ' "' ObJe<tJVC< Acqwstl><Jn ' ., 

• TccluncaJ Suep,rt• to 
""" BocL up 

' Comm""""'�"' of 
,\l,:ur:ioc, to 
WSIOLocr Rc�,rd,rg 
S<r>tcoQmiHY 

e Mo,nrnt,oo on l>< 

F 

I 
I 
I 

I 
I I 

J 

I 

J 
� 

J 

'I 

'] 



l 
I 

l 
I 
I 

I I 

J 

,PaAR=Tsls laTilw,EsOoR,EeTI'"C"A"LcFcOclc,N""O"A'TI""O'Nc_ C""' ha,ntcr4, External Value 

Figure 4.4 breaks down the delivery of customer service into three phases: \'re 
traruacuon cknlLnls, the lrdnsdct10ns thm1,ch1.,.s, dnd pmt tran,.,Lt1on d<.,mvnLS It should be 

stres.s�d that th<, acmfll trnnsacllon  the delivery of se1v1ces to the rust0mer  inch1des less 

clements than the phases before or after the purcha&e. From a strategic point of view, 

Chnslophcr (1992) offer, four ,Leps of how ,,.,rviLe u,mpam e>,, LoulJ ue,1Le ,.,u,lorner ,er vice. 

�irst, the idenunceuon of a service mrssion. Service companies have to develop a mission 

wluch sets customer ucu.b rnlu h,cu,, !h<.,n,b) rd]u_,lrng: lh<., comJi.rn:, \ ph,lusuphy awl 

wmm1tme11t to customer service �econd, customer service objectives need to be set When 

setting the objecu \'CS d1mens10ns of >en ,cc qualJ!y should be �on,Hk1 ed. further discussrou 

or service quality will l.1ke pl.1ce in the follo"ing ch.1pter 

The thmi step is the development of a customer service strategy In order to do this four 

addmonal steps arr suggested Identification of service ;egments idenuficatton of the most 

importJ.nt products and customers prioriti1.ition of service strategy. and the development of 

the service package The final step of the customer service srrategv ,, the rmplemcntauon. The 

service package then vacuums a part of an integrated marketing mix. 

4.2Scrvice Delivery 

Havmg outlined spo,c,1fic stra!egic serviLe m.1rketing issues this mMI)"' v,,ll now address the 

delivery of services. Service can be drsrmguishcd conecnnng the unportancc they have to the 

figure 4.2: Core /secondary and Delighting Services 

Th,1,ghtmg 
Scmcc 

Source· Payne and Clark, 1995 
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I rrst (he core service preduct w,11 be ,uwlyad As every service company has a pnmc 

suv1cc i e an untial business purpose whiLh they dell\·er to customers the most 

nnportant aspects m this Lontext wlll be discussed. TherulLu seLonddr:, or peripheral 

service aUnbutes will be analyzed The OLcomldr:, ,erviLes Ldll be seen ab a supportive 

means in order to deliver the core service product. I rnally, dchghlmg services v.111 00 

ChllDllllLd Those arc elements m the service ddl\cry, v.hich exceed the standards of the 

,e,..,ice business or exceed the expe<W.llon of c1rntomers Often the competitive advantage ol a 

service compan:, 1s not 1<rounded at the core service but m the provismn of provision or 

delighting services 

4.2.1 Core Services 

Crn e sen ices relate to the basic customer bwclit receded or the primary customer reason for 

th� ..-.n�r� rr:m�,Htinn (G<Jrnroo�, ]<)()(), Normmm. 1'134) For �xwnpk II hotd• con. ,crYicc· 

product relates to overnight sl<1y�. However in today's competitive environment offcrmg a 

valuable core �erYiLe i, not snfficient to survive In addition to the core ser\ltes organiLation> 

need continually to create and offer ne" nttmLlm1< secondary services 

4 2 2 Secondary Services 

In umh,1,t to core services secondary services are facuhdliv� or dncillary the core s�r,ice 

ThLS<J second.ii) or penpheml services support the delivery ol lb.e core ,.c,rv,cc producL 

Toda}, the success company i� highly related to the number and quality of the secondary 

s�n·1c:,s attributes offered to the customers. Secontlar) s�rv,ce, encompass many different 

aspects We will cl.ml} the tLTin wllh the fol lov. ing e�ample. 

A hotel has overnight stays as the core service product. There can ht, found different 

in,mtut,o,,,, which support the delivery of overnight stays, for rnstance, hall quick checkm, 

groomed personnel and gue,t,, elevators, technical equipment m a clean hotel room such as 

television, telephone, VCR, .,..re, and furthermore .i beach, etc. Tius example shows that one 

core ,en ice ( ,wemight stays) is coupled with many secondary ,�,,, ice, 

Sehu�,d�r aml Bo"'w ( 1995) di:,tmgwsh between the core service and sen ice bnndks 

"Service bundles have 101'h,,;,1 11, �:, OOc�u= 1l " d,Jlicull Jo,· u,1 ttpd, (or& duphcute lh� bwidks 

nu, though they may duplicate the core service, LhLm,�he," (P 192) ALu>trnting to the 



l 
J 

I 
11 

I I 
I I 

: l 
J 
J 
] 

J 

J 

PART IT· TTrT::OR.l.fflCAL FOc lf"!NT)cAcTuisOe>L , l'sb.ars <ea ,± 4:otc,il tec,nnawloVu,Jwr�, 

g,,en e>..ample. the compet,h,e ddvantage ot a hotel 18 b.,,,.,J upon the s�n·1cc bundle which 11 

offers to ns cuslorners TI1e provision ofa ruom for uvemight stays JS very easy to imitate, hut 

1lS combi11.1t1011 of all the scconc!d[) services causes a compellllv� .id, a11tage 

/1.s n consequence of the ficTce competition betw<)Cn ,uv1cc companies, it has become 

necessary. m ackl1t1on to dehvcrmg high ql.l.1ht:, core and secondary services. lo Lreate and 

delivery delighung services 10 the cu.stomcrs as well 

4 2.3 Delighting Services 

Ihe final drsnncuon ,,f service<; refers to scrvrce Jltributes \\hich deilght customers. Service 

compames can delight customers v..ben customers wben the olTerLd senice attributes are 

beyond customers cxi...,ctdtions Io come back to our illustraung example m addrtron to 

seconc!dry services, a hotel can dehght their customers by oficrmg \\clwmc drmks, 

unmedratc lulfilhm,nt 0f individual desires, i e waterheel dd1vering special vtdco fihns, 

servmg dmncr ut the hotel room. The dchghtmg offers are difficult to mutate becau.�e the� nre 

the outcome of a ervtce design process wluch 1, rar lored to the S["'cific service provider and 

ns customers 

To sum up, core services de,�nbe the basic service provision which in most case, are �a,y lo 

mutate Those core services arc supplementeJ hy ;econdary ones. Those service levels are 

regarded to support (he ,.kli,ery of core services In general cu.,comer, exped secondary 

services \\hen purcha.Gini; services. It service prov,dcri do not Ji,·e up to thole cxpcctntions it 

w 111 1.., ha, ii r, u , t,� ,n, 1',. I >'"l!clr,I 1.1Hlnn I<> l!,11 n rn rflmJ"l"TlTlW MvMtfij;:t 

In indmtncs of fierce compd1l!on, s�w11dary services become often expected attubmes which 

sooner '" fater tum into standards m the pM(iwlar md�Ll) Moreover, rf a seJ"VICC provider is 

able to offer a sci vice product which delights customers 1t can !,,, ,een ,1.s " ,ource for 

sustamlng a competitive ad, anlagc 
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Figure 4.6: Competitive Advantage on Three Service: Levels 

Source: Payne and Clark, 1995 

Figure 4.fr Illustrates the relation between core, secondary, <lJld delighting ser�1ce It should 

be emphasized lh.tl Lhe three levels �re closely interrelated and difficult to dutcrcnuatc 

between lhc gray >haded an,,1 rndic.ite, the area whe,� u service company is able to create 

u11,l nutnm u compctiuvr ud, antagc in a parncnfae mduxrry. 

1 2 ProviderCustomerInteraction 

llavmg outlined specific strategic marketing 1�<,ue� .tnd " di,11nct1on het .... een cnre, 

see<mddry and delighting services, 1t is important ro onentates services to the 

r.usromer's nccrls ThP P"ric,rl c,r limf' rl11rine which thr c11stnmrrs snrl thr srrvwr 

provider mteruct, over the phone, or through other mcdm ,� defined n� the service 

, rn ,111nlt1r (:c;hosl,wk, 1 9R4) Thr srrvirr rnrrmntrr is � � 1sc rctc cvcnt Mrnm tlf'. nvcr � 

Ddrn,tblc p,,nod or lime Curlwn (1987) emphasizes the importance ot the service encounter 

for the provider because llus "the moment when the ,en1ce company has to perform well in 

order to satisfy the C\lStomer As the customer cannot directly asses, tl,e 1mcmal uperatioll.'l of 

the provider. the e11w,111l�r bewm�, one of tfie detemurung factors for the customer when 

evaluating the service pcrform.tnu:. Thi, i, why the service encounter often is called "the 

moment of truth" 

Schwen11e1 (1995) includes three dimeusrons wlllch have an uup.ilt on \Ji<, S<.,'I'1CC cucounlcr 

Service task, servi<.e slml<lurd,, .md service dehvery sy',l:em I he suggested dimensions are 

interrelated and circular. Th,s gives the modd d more, dyn.tnnL dM1 dCter 
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Pigure 4 7: The three Drmcnsrons of the Service l::ncounter 
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Source: Schwenner, 1995 

first, there ,s the service task which explains why the service exit> m th� mJrl..etplace 
and what the customer expects frnm the sen1ce 11 c<1n al,n he L,1lled the ",niLe nfthe 

customer" Second, the service standards which define v.ha( effocL1ve service pIOHSlOll 
JS to the customer and (hLrLhy refer Lo control,, the quality. and cost efficiency m the 

service finn hnally. the service delivery system winch specifies hov. the sen1ce i, 
pm<loced including how it JS controlled for quality. cor, aml rns(omff ,.1.h1factmn, 

�klrncnnei (1995) tresses that the service delivery system need to l>t coordmared wnh the 

other h,u <1,mcn�l\Jm .md that the service encounter is strengthened when those three 

Concemrng the interaction between the service pro�ukr aml cuslumcr. Bitner (1990) 

u�,dopt:d a wmprehen,,ve model to explaiu the impacts of the physical surrounding and 

parncrpanrs, the so called fruu(hn<, �rnph;yll<ls rn service companies, <lunng ihe serv ice 

encounter Sbe porn ts out that service comparues, dunng (he .erv1Le encounltlI She pomls out 

that SLT\'Jce companies should manage and control every single scrvrce encounter because this 

IS the penod of tune \\h1ch ha, most mflucnce on tile customers evaluation of the provided 

�crvicc prodLI<.l Figure 4 8 shows the relationship between service encounter and service 

qual.!ty 

55 



PART II TllliORETICA"'L_!FSOnlJl!LC<DcAMTO IOaNL _!C_!he"PW'<""'c!CFs"Smn;eajLVY.tl"""" 

Figure 4.8: A Model of Service Encounter Evaluation 

I 
'] 

I Source: Bitner·, 1995 

I --00,tLoolll 
\farkctLn& Mi,, 

Tra1,11ooal 
M;,1.,,ni 

l'ml of 

AccumulOI 
«I p""' 

11 

, I 
D 
ll 
I I 

J 
:J 
I 
] 

J 
J 

Figure 4.8 Illustrates msrghts to how the ,er.ice encounter is evaluated by customers. It rs 

v.nr!h mentioning that the traditional mad.eting nnx, consisting of pncc. place, promotion, 

product clements, and the comcxtual dues, 1ep1esentLn>( people physical sunoundmg. and 

processes, hm·e a direct influence on the service expecta!wns .;.nd the perceived service as 

well as on the attribution� The latter descnbes the k,el of wnlrnl the sL,Yi<,e provider has on 

�p,,c1fic incidents !fl tho scrvtcc delivery 0<ml.,xl, �uch 1w· WU!J the service company able to 

tlvrnd n dela:,: is it likely that a service Jaillirc will IMppen again; did the service provider 

cause d1ss.at1sfacl10n pu'l")sely, etc. Through their influence on exp,,<,(ed J.11d perce1'"ed 

service and a!lnhutes, the traditional and service marketing nux have an md1rc�l 1mp.;.ct on the 

customer's evaluation of the sen ic,, enwu11ter 

Effect, ve m<11rngeme11t of the service encounter involves umler1(J.11dmg the rnmplex hchaviors 

or Lmployees which determme the level of customer .,.,asfactmn or drssatisfacuon. and 11 

includes as well, lr<1ining mo11vat1(m and reward systems to exhibit their behaviors (Bitner, 

Booms and Tdre.iult, 19890). Their study shows cntical servrcc CllCOWll�,,. rn three service 
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industries (anlmes). hotels, and restaurants) where parllcular event, o, related behd,�ors of 

contact cmplO)OOS hdMvmr dnrmg the service encounter c.annot b,, ovCTTrnphas17ed 

1.3 Subconclusion 

In Chdpter four the external value of service Lornpame� has been analyzed from a strategic 

powt of vrcw. Firs! ol ,111 the service marketmg mix for services has heen prnsenled It argue, 

ilw! in addition to the traditional pnce. p].iu,, prornot1on, and product, it is necessary, when 

n.auaging a service wmpdn). lo encompass additionally three clements m ue marketmg mix 

Th<, three clements bcmg Parllcipan!�, physical evidence, and process. B; takmg all these 

ekrnrnl, into <1Ccount, ll is possible for rnarrngLrs of ,ervke otgenizauon, to lwndle the 

complexity ot services an<l lhe mterrelat1ons which arc prcvarlmg 111 service busme,ses. 

In order to rdcnuty potential strength� dnd v.eakness�s for service companies. 1t would be 

valuable rn divide the vanous processes mto sub procc»cs. Mdndge, s of service companies 

!me,( n�wr forget the fact that the customer should always be m focu.,. Ever) proce,� "ithin 

the company should lll some way or the othe,  dbectlv or indirectly  provide value to the 

customer Service comparues should be fully occup1etl b) customer service, wh.ich means that 

they should be wnLemed "'ith the burldmg of bonds wnh customers .m<l othu m<lik.L"S m 

groups to ensure longterm relationships of mutual .itl,dntage IJo,,.,ever, 111 order for the 

compmm,,, to meet or even exceed the customers needs. ll ,s IILCLSSMY tor thL cornpan) !o 

identify and understand the varimL� rn,e<l, and expectanons of the customer. 

M.,, ,.., .,., 11,, · " , , " t I'"'",, kr  rn,ls•uJ<"J Hlitrfo,e lm> bt"<:ll �.xurumcd. C mnp•rm·, ,·ll'.ltJd 

put a lot of cmpbcun on the ,cr,,cc cnc,mntcr, a, it 1, the n,;mci,t whrn the .,,;·ice ,,.,.,,pany 

has to perform well 111 order to sallsfy lhe Lllslome,  it" the "moment of truth' lleie it i� 

unportanl tlldt the service delivery system 1s coordinated wnh the ;erv!LC l&k and the service 

standards. Service task explain; "hy the service e�ists, and service standards define what 

effective service provision is to the customer. Elkcm� nMnagement of service encounters 

require� an underslandrng of the complex behaviors of employee and customers which 

dctcnnmc the kvd ol Ll!Stomer satisfaction or dissatisfaction. 

Tl:c lollowing proclarn.ilimis are to be seen as Success rectors which arc considered as 

cnl!eal in the context of Lxlcm.il Vdlue provided to customers 

Success Factor I 
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The scrvKe delivery is divided m!o .1 Lechnical part and a functional part ,\ ser,ice company 

hc1s to consider both asp<xl, "hen wt1sfymg their customerv 

Su1.,cc�� Factor 2: 

Service can M d1Strn1.,'llished rnto three le,d, Core secondary, and dehgh!rng service The 

wmpetitive posmon JS Jct1.,rmined by the service comp.in)\ ,th1 Ii ly to provider secondary and 

delighting ;ervic� .lltr1hutcs wluch are m .1<.,<.,ord,mce with customer needs. 
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Chapter 5: Customer Satisfaction 

Chapter 5: Customer ':,atisfaction 
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Ha,mg Lx,1mrned '<lrategic issues of service markdmg ,md " dist1nct1ou of services, and 

hdvi11g pri,.sented the interrelation between ,.,nice comparnes and their customers, the 

purpose of tlns chJp!�r v,111 he to analyu the reasons lx:hmd wstomLr sdti,facnon dlld 

di,,.iti ,fdLtioo concerning service dchvcry 

Fn,L, " presentation f consumer buymg behavior will he pro,ided in nrder tn cr<,ate ,1 

background for how lo ach,�v� cu.,tomer satisfaction lhcrcaftcr. the parameters causing 
LW,lomcT ,.ilue will be defined whic.b. m retuui have di! 1mp.iLl on c,c,lomer sdLisf&ll!m 

Jlavrng determrned reasons bclund achlevmg customer ,at1sfaction, the concept of service 

qualify will be cxaimncd, wh..tt is of utmost impottanu, , n ,he context of customer satisfaction 

in refat10n lo service, l he "'"'ICC quahty discussion will be based upon the gap model 

introduced by Parnsuraman el al (1985). dlld d prv11:mation of the dimensions which 

rnrntilllle ,er.ice q1ml ity (SLR \i QUAL) Finally clements m the co11lext of service recovery 

"'ill Ix: mvcsl11sdted 'which is of importance when dissatisfaction occurs among customers. 

5. 1 Consumer Iluying Behavior 

Consumer buymg behavior can be d18lmgu1shc<l lx.w,ccn purdldse de<.isicm pmce,,<.s .ind 

pnrcbasc IC<lming processes. The process of pmch.i.se decmon will be outlined fir,t 

The,..,after specific learning behaviors v,111 supplement the consumers bu) mg behavior. 

5. 1. I Purchase Decision Processes 

!be buying dcc1s10n prOCCSSLs ai1d buyrnis hehdvior <ITT' different for consumer and endusers 

th,rn for mgsnm,tions As we are solely dcalmg wnh consumers the discussions in thts section 

v,ill focus on consumer buying behavior, U11d therehy eliminrrtrng orgU11i7ational huymg 

behaviors 

The have been �lrong erfort.� by researLhe.., to a11�]y7e the buying behavior of consumer'>, 

both with respect (o produd dnd servic� p,.1rcha;e 011e of the proposed models will be 

discussed m detail. Kotler (1991) rdennfics drffcrcnt stages m the ccnvumcrs decision and 

huyrno; process This model illustrates that consumers pa>s through five stages. and thereby ho 
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emphasizes that the hu}ing pmcess starts long be tore the ddu,tl purdase. the so called "post 
purcha,,e behavior'" take place which ha, c,m,equences long after the purchase 

rigurc 5.1 The Consumers Decision and buymg process 

I 

2. 

' 
>c,J R"'V"''"' lofonn•t.i;i1 L [v,lu'1>:m ofl I -" altcm:111vc, ' 

L__ 

Source: Kotler, 2002 
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!'he buying precess ,tart, "hen buyer recognizes a problem or ncul. The buyer senses 

., Uiffere11ce �dwee11 h,, uduul �lulc an<l "<lc>iwcl one Hcnc� ,he ma.rkctu, both in 

produc110n an<l service organizations, needs to identify lhc C1r<.,umstdn<.,c; thdt tng�er a 

parl1L1Li.ir need An aroused consumer will be mchned to ,e.1rch for more mformatirm One 

can d1stmguish betwee11 heightened attention or a phase v.here the wnsumer lhe wnsumer 

IDJ) feel like going mto nn native and more profou11d 111formm1011 search ( Kotler, :1002) 

No buJmg 01lL1J.llon•. Jr� Jlik�, \hu, .. the huymg rlecinrnn pmCC",0.00 vorv wtth tho tvpc 01 

p<v.lw.t',erv,ce the cnnsumer ha, intcnrlc.i lo huy. Ther� ,,r� !:"'''' differences in dcci5;on 

muking p!"l>OC"Hcs 03 rclnrcd to, for cxnmplc buying daily )!mccr,c,, wmurn�r <lurublL i,mcl, 

or chcosmg a restaurant Complex and exp,m>1,e purchases drc likely to involve more buyer 

dchbcralrnn duel more pi!lticipation Assael (1997) drsungurshcs four l}iX" oJ con,um�r 

bi.1Jing behavior based on the degree of buyer behdv1or based on the degree of buyer 

involvement and the degree of differences dJ11<mg brdmh 
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Source: Assael, 1997 

Figure 5 2 md1cates that m cases ot high 1molvement and significant brand differences the 

buvmg behavior call be d1dradLriLed ,1.s being highly complex With respect ro services it 

1111i;l1l be fo1 ex,m,µle ti,� ,d��liun c,f a huld lor chL purpose ol holdmg a busine....s rnnference 

In othL., uses for example choosing a restaurant for the daily lunch break or driving with a 

taxi habrtual buymg prcvatls. 

However when m come, to e,aluaung the information 1t turns out lhal there is oo smgle am! 

simple evaluation proce:,� med by consumers m all buymg 8ttuuhon, TIK,,c arc sc>LTui 

decision evaluation processes the oonLerning: several parameters, cg, pncc locauon, 

"PJ!"',1Tance, purpose, time, expenence. repulatwn, Ltc One themy which explains wnsume1 

eveluauon process as a cognitive learning proLesses will be exam med m the section hereafter 

Th� �"" lnati.;,n of nltemutives \\ jlJ fond (v 11 11uwl111.111 unenucn nnd fim1lh purchu« dss1Jmn 

Hd>mg purcha.se<l the prr><iuN or service Im\ r.im,11mt"f will l"Xf'l"rll"n{� some level of 

sauatocuou or di , .uliJfuetivo ,1hid1 ill 1':lurn "111 miluLncc h1, po,l·purch..J.s,, dd10ns und, 

hence, Jus repurchase decision 

K"!ler's five ,wge, com,iders very well the phases before the purchases, hut, rnsnfticiently 

considers the ones aller the pl!l"{,hase According to the customer service model presented m 

Figure 4 4 (p 50) a service company has !o rndh stJveml ellons di'ter the .idual service 

deliv�ry in order to satisfy their customers and to gel cu&[omers !o repurd,.i.,e their ,erviLe 

prmlud W,Lh rcsixxl lo service� Kotler'; Mage model needs to be extended. The repurchase 

phase especially needs to be spccured 
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5.1.2 Consumer's I .earning Processes 

Ha,�ng presented dillcrcnt kinds of stages the com,umcr g0<,s lhnmgh "'hen buying services, 

the consumer's learrung proce5ses i,,1]1 be addressed Llns is important 111 order to enhance the 

understanding of customer's bchdv1or Services often involve eu,tomLrs m some kinds of 

routines. These mutrnes hdve to be learned O\CT time a; Lhe cmtomers get better m the usage 

ol the p.irticular service. Hence. (ht, cu.,tomer, pass through a lcarrung proce,ss We rnterprel 

the term "Iearmng" as a rel au, ely pemrnnent change m behavior lh,u " LJ.m�d h) expenence 

!he consumds knowledge about the worldis umstuntly being revised as the) arc exposed to 

11ew stuuuh and reo<,c1'u ongmng feedback, hence learning has 10 1->e seen "' d continu.il 

process. 

The concept of learurng co,e,rs d lol of ground, r ,ml!ing from a consumer> rnnplc avecianon 

bet\\een a strmuh and a response, to a wmplex scncs ot cogruuvc. acln1t1es 'i.dd1l10lhllly, 

somctune learn even when they arc not lnmg, e g crn1sumers recognize many brand names 

mid can hum many produL1 jmgles, this casual, unmrcononal acqm,,hon of knowledg� is 

l.now as incidental lcarnmg (Solmon, 1996) Psychologists who have studied Ieammg 

behavior haw <leveloped "'veral advanced theories to explain (he learmng procc". These 

theories range from those foLUsmg on simple stimulusresponse connections, These thconcs 

range from th Me focu,ing on simple sumulusrcsponsc connecuon, lo p=pechves that regdrd 

consumers as complex probltlm solvers who leum abstract rules and concepts by obscrvmg 

olh<:,s (Solornou, 1996) 

We hd>e chosen to concentrate our drscusston of the leammg pn>Le,1 upon Three domimning 

lcamng prou,s,cs 

t Behd>"lordl Learmn11 Processes 

t Cognitive Leaming Processes 

t Ohservdtional T earning Processes 

According lo bcha,10ral l�Jmmg <.onwmers simply respond to vanons stunuf Hence, the 

behavioral lcarrung theories assume thdt ledming takes place as the result of response to 

external events. No attention is paid to (he mind ot the consumers, instead the mmd of the 

consum�rs are referred to as a 'black box'. Therefore, consWTiers who rcce1,c compliments on 
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J. service choice wrll be more hkcl} to pur<,hase this particulai ser.ice agam, while those who 

have had espencnccs probably would ll()\ wn'1der a repurchase 

The second dommatmg lesmmg process is cognrnvc learning, "hich oc�urs as a result 

of mental processes. ln contrast lo beh,nwul theories Df learning, cogniti,e learning 

theory s(r<,s,<.,s Lhe imponan<,e of internal mental processes. This theory views people 

as problem sDhers who actively use mformat1011 horn the world to rnnsier their 

environment Supp,mcr> of this vie" p<linl slr!li,:, lill: role of creanvity and rnsrght dunng the 

karmng proce,, (�cherrnerhom et al 1991) !he cogumvc kanung theories expand the 

concept of behavioral kamrng on'' step further, as they tr:, to exp lam "hat JS happening inside 

the mind of the cm1snmers, they try to exp lam the "black of consumers. 

Tho third learning pr<xess is observational Jcarnrng Tlus kmd ot lcarmng occurs when c 

people watch the actions of others and notL the rcinton:�ment they rece1\e for their behavior 

!his kmd ot lcanung is a complex proces">, people ,tore these Dhser.fllmns ,n memmy as they 

<1Ccumul.tte knowledge Th.is process of imitating the behavior of others is called modclmg, 

According to Bandura (1986) attention is created when the customer focuses on a model's 

bd!J.Hor Th� cll.slumer reums th1, behavior m memory, and thereby retention is evoked 

Alter having stored Lhe pilli1wlar behnv1or, the customer, might experience a situanon where 

the behavior 13 uacful to the customer. I'mnlly, olrn:rvru:imrnl lrnnm1g occur� when the 

customer aLquires and perfonns a behavior which was earlier demonstrated by a particular 

moJeL In SUY!�o,, ob,crv<1lional kMning mighL O(X,Ur when J. <,uslomer mders " medl m a 

restm,rnn( His dl()iLe of meal might be rnfluenced b} what otl>er guests a"' eating 

5.2 Service Evaluation 

Havmg rn,cshg<1t�d b\lymg beh,n1or it is now of interest to analyze how customers 

evaluate service and the service encounter ll is J.s>umed that one of Lhe overall 

purposes of service companrcs 1, to conlrnumisly u1ha11ce their ahd1ty to meet the 

customer's needs and expectations, and thereby increase customer sausfecnon. :i.1any 

man�gu, h<>we, er, bej,!m at the end of the buyer behavior model by mea�uring 
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u1>tomer satisfaction Jt would be much morL bcndic1dl fur firms to hcgin bv planmng a 

Ydlue strategy, learning customer need>, or medscrring produ�"t quality, than to use meawres of 

customer sansfacuon a11d d13Sdtisfaction to assess their firms performance (Dounds cl al, 

19941 

Th� me of customer SJtisfaction measurement arc uaturelly ol utmost importance for 

nmnuger, but, the managers should no( rdy on these measurements exclu.sl\ely In past year,;, 

drssatrvracuon rned,mes hme become more popular, as managers have rcahzcd the 

importance of pursuing customer satJ.sfachon m .in mg,1mzed disciplined rn1l!lner But still, 

rnar1>tgLTS remdin confused about the meanmg of the vanes types of measures. Accord mg to 

lfausknccht (199()), more than thnt) d1Jlerent ""'"'ures of the phenomel)()n have been 

<loLumenLe<l 

( ustomer sausfactson JS highly based on the concept ol Lusk•m�, vdlue Comprlmes lwv� to, 

m one way or the other, deliver ;rllue to the cu.storner, eitiler by expanding tile amount of 

product ntmbutes, or by fulfilling other customer needs, sec Figure 5.3. 

hgurc 5.3 Antecedents, Consequences and Realized End States ot Satisfaction 

C11�TO\ffR "'ll'FDS <, �� 

·" ' ' " " ' \ " .. �. ' \' LlLf:iG'I & 
c.,,, ••. "' ' 

PRODUCTION cusrcvin USA(]E \'111 UD � r"TT\T("IVIH 
�JTUATION SATl�rAC110N 

\. 
PRODUCT 
ATTRIJITS 

Antecodonts Usage Consequence, Reallzed States 

Source: Bounds el al., 1994 

Figure 5 J illustrates the main elements influencing customer satisfaction, both concermng 

antecedents and usage consequences In order to realize the benefits of a customer value 

strmeg), the concept of customer value must be made operational for a service comp,my 
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According to Schonberger \1996} on<: v.d:, to rullkr the concept oper,1ti0Ml is to devise 

methods to measure value and ,,,.,. the information to make kttcr strategic and operational 

de,c,is1om To meet this rmperanvc managers must develop a comprehensive system for 

measuring each pomt of the customers meanness model , e Antecedent<;, usage consequences, 

and realized end stales (Bowul.s el al, 1994) 

I lence, m order for managers ot scrvrcc companies to clearly unden.tand lhen mark.el and to 

improve lhLn opportrnnties, they should measure separately each of the different aspects of 

the model i e customers needs, wants and preferences, service quality, customer value, and 

customer satrsfsction "This comprchcns1'L dppru<1<.,h usudlh lwds to much bdtu 

underslJndmg of unmet needs, important quail!) artrib\ltes, the relative value of venous 

J11ucnB1011, ol o�rH�L Lo ihL cu,tmn�r. dnd '"" (d1s)satisfied custome, deri,e from deal,n& 

wilh lhe r,m,• (rlcmnds n a/ , 1994, p 256) 

As customer value conshtutes sud, a Lentr,11 n11d valuable pomt in the chain illustrated m 

r,gm� :; 3. !l,� cut1c�pl LJf �usluwe1 ,alu� will le analy zed m the lulluv. uig seUJUJJ 

5 J Cuctomer Value 

The Lenn ",dlUt," h.1s many me.1mngs dlld thereby produces confusion Th� c<.mcepl of 

customer value is defined as the surnmat10n ol bcneill> and sacnhces and results as a 

Lllll""'JUen,e of .1 customer using n product/service to meet certain need (Bounds er al., 1994) 

Focusmg on tu>lom''I ,.1lue can yield big results Vdrious ,.,,,.._..archer,, h,"e v.n\len about the 

wnu:pl of �u�lomcr ,.1lm:. However, in onkT (o rc.1ha lhe bcndit, of .1 ui.,,lomcr ,alue 

strategy, the concept of customer value must ho made operational as stated previously. 

Hov.e,er. the task of measurements is not simple one In addition to umlers\andi11g whiLh 

aspect is bomg measured, IIWil1l.ger:s musl ,denlll) the dlIIlenswns ol each aspect that arc most 

important to cu,tomers (Round� et al, 1994) 

Some m.rrkdLr, emmrnu�lv ddinc ,.1llK lo mcdtl lm, C<hl or .1 pna cul (Power, 1')91). Of 

course. value always has a cost component. but consumers usually define value to include 

other parameters they want beyond the core service. Moreover, value for customers is not a 

fixed size, Jt ts rather dependent on vancus factors, not least the physiological aspects of the 

customer, The specific value components are also depended on which ind1cstn�slbr,mLhn the 

o,,;.1mZdtion, <>pernte in It i, imporlMJl 1,, note lh.1L Vdll1e for cu.s!omer:s doe,, ool always equal 
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qualil) In Table 5 l the value and q\lalit}components of selected ,erv1u: bldnch�s are 

1 llustrated. 

Table 5 I: Value versus Quality Components 

' I 

Cate;:ory 

Supermarkets 

Resiaura!lls 

Yalu� Compo>1<nts 

V•n<ly of semvts 

Ease ofuml<• ,i.,11di11g 

Items 0,1.S> to find 

Vmety 

Wellstocked 

Che<kcashing 

�aled bar 

Kid,, Menu 

fast >ef\'i<e 

O"aluy Component, 

t mruicial stobtlil} 

Pcrson•l mtcrc,t in cu.,1onx:r< 

Cleon 

AUUOlL>O interior 

'>eJoct10n 

�µ·rn lty dopaitments 

Jaste of the fuoJ 

ATino,ph<r< 

Source: Adapted from Bounds et al, 1994 
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5.4 Service Quality 

The �mgle roost researched area in services marketing to date, is service qiwhl), Au.<mling to 

Hsk el al (1993) early research m service qualrty d1sLlosOO 1ls sub1echvc nature, but rt was 

nnt ,mtil "'"�ral yea"' later that the concept of service quality as the result or <lifTcrcne<.s 

between actual und expected levels of service begun to mncrgo The nnorcot m service quality 

has its roots m the area of qualily, more sp<,<,1ficull; total quality management dominating. the 

last decade The roots ot the service quaht) research re>1de Ill eMly conceptual work from e g 

Gronroos (1983), and Lehnnen mid f;;,htinen (1982). customu satisfaction theory, e g 

Horovitz ,m<l Jurg�nsPtlnak (1992) and Oliver (1980). 

Most ot the recent work within tho, area of ser,,ice quality can be credited to Parasuraman, 

Berry and Zeithaml (1995). Tirnn ongorng research ha, produced the ,,ellknown "Gap 

Model' (see Figure 5.5), and the measurement rn,trurnent "SERVQUAL" for assessing 

,,_,vice quality Since the start of the 1990s ser,,ic.c quah!y has become the central "��nda 

pomt for se,n1ees mmkctmg. 
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ln toda)'s mcreesmgly compcUllvL rnv1ronrnent, quality scr.ice 1s crincal to coiporate 

success In the past the focus ''""' marnly on meeting internal quality or technical standards 

1bc locus toddy ha., shifted to qualifying customer asse&>mcllls of SL'THLL>, and trnnsbtmg 

the,e mc,1siires mto speclflc internal standards (Bro"n, H1lLhu)(,k ,md W1ll.rrd, 1994) 

Delivering high quah(} seniLe ,, closclv linked to profits, cost saving and market share. 

lmprmed service quality cuts cost because companies have fe ... er4 cu,tnmeN tn replace, le�, 

corrective work to do, fewer mqumes and wmpl.iints to handle and le% employee turnover 

and '11,sahslallmn "ith whi<.h to deal 

�cr.iu, quality is the level ot service that is delivered b� (he oper.1hon (Sasser '!.!_al, 1978) 

Service quality ,s w11c<.'T11cd with the ability of a company to meet or exceed customer 

e'{ped,1\i<>n, l"he rne..LSure of performance 1, pcrtonnancc 10 perceived service quahty. It has 

b;,,.n ,uguul prvv10u,ly th.it the qualLt:, of a ,,:rv,ce has two impo,tant components 

"Technic.il Qu.,lity' and luncnonal Quality " (Gronroos, !990a). "The technical quality rctcrs 

to (he <>utcorne dimension of the service operation process whereas functional quality refers to 

llie J"v<q� dim�,1�iw1 in krm� of Iii� iukr;11·(io11� between the customer ,u11l the ,111i�v 

prov,dd' (I'.iync, 1993 p 220) 

Cuslorners judge service quaht} relative to what they want Ibey YiC\\ a company's sen ice 

quality by comparing their perceptions of service experiences wnh !heir expectations of what 

the service performance should be. A service quality gap results when service perceptions foll 

short of cxpccteuona Zctthaml, Parasuraman and Berry (J 985) have developed what 1, called 

'A ServiLe Quality Model" wh_kh is shown below ;n f.igure 5 � 
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Source. Delving and Dong, 1994 

However, the gap bU\.\ccn expected and perceived service is JU>t one polcul!dl gap Basccl ou 

finding from their exploratory research, l',11asurnm,m, Berry, and zennamr (l':195) have 

developed " cnnceptIJal model linkrug customer p;::rcciwcl 4u,duy <lefic1en<..ie; to intrd 

compan)' deficrcncics or gabs In (his wnc�ptual model, th�)' bnve rdennficd uve potentml 
gaps Bc>1dLs the gap presented in figure 5 4 there exist pot�ntial br.,tm,�-n service dd1vcrv 

mid external commumcauons to cou,umers I he various potential gaps arc illustrated m 

Figure 5 5 
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Figure 5.5. Conceptual Model ofService Quality 
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W<>rdofMonlh Personal Needs I Past Expenence I CommumcdllOU 

' I 
' 
' Lxpecred Scrv,rn '   

GAP •     
! 

Perceived Service •   

Marketer ' GAP4 
Service Dch,u; txtemal 

Cum111u1ncalKJIJ lu 

• Consumers 
GAP3 

- • 
Tnm,IJilvn urPercepliom 

mlo St:rv,,c Quahty ' 
Spcc1ficat1011 

Gap2 

M.mdgement Perception of 
Consumer Expectations 

Source: Parasuruman, zerrnamr anc Herry, lY�� 

Perceived service quality. lhe '"'re perceptions arc than cxpccrauon, the lower the level or 

perceived service quality i� (Pnr.i:,uroman, Zeuhaml and Berry. 1995). lhc danger is that if 

the service company hae cu.�wrner, who do not complain, then the company moves on, 

thmking that they arc meeting the Cl!Slomers expectrlt1oru, Hence, the necessary first step for 

mJ.ndgement in improving quality ot service ,s to aLqlliri: ill.LUrate mformation about 

customers expectations, 1.e dosrng or mmim17ing gap I. 

Gap 2: The Wrong Service Qm11it} Standard,. 

Ibis gap illustrates the p<,tent1JI gap between management perception and service quality 

spcc,ficallon. /1.fandg�menl\ wrrecl J"'rceptions of customer cxpccrntrons are necessary, but 
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not sufficient tor achieving SU)l"rior quality service Anolh�r prucquislle for providing high 

"'rviu, ljUdlity i, the presence ot perfonnanLe ,tamlar<ls mirroring the management's 

perceptions of customer, exf"'clations In fact the real reason lur the potential 1<ap [)Ctv,een 

awareness rnto appropnatc service stand.J.r<l, md) he the absence or management 

commitment to service qudlity (Parasuraman, Lcitlmml and Berry, 1995) 

However, the marn advantage of sp<:�dicdl1on, .ind standards is that the) provide signals to 

fronthnc personnel ot v.h.at Lhe mdnage1nent priorities arc and wlnch t) pe of performance 

really COUJltS When service specrficauon, and ,w.n<ldrd,:, are absent or when the standards m 

place do not reflect customer npa:t'1tions, the quality of SC!YlCC as pcrcm�ed by customers is 

likely to suffer In contrast, when there arc standards reflecting what customers expect. the 

quality of services they receive is likely to be enhanced Hence closing gap 2, by setting 

performance st1111darJs Lhdl r�llcd customer exrcctat,ons, shonJri hove a fovornble unpact on a 

customer; "'" ic:, quality perceptions, 1. c. gap 5. 

Gap 3: The Service Performan<·r Gap. 

This refer� to the gap between the service quahl) Spc<,i!i�dllom ,md the service delivery 

process Hence, it rq,re'>ents the discrepancy between service quality specifications 

documented m opcratmg dn<l trarnrn!( manuals and their successful implememation. In the 

research by Parasuraman, Zcithaml and Berry (1995) exeelllive.s menllone<l a vanety of 

reasons for this discrepancy. Most of these reasons pertam !fl the \.\1llm['.l1ts, or tnahtltty of 

front personnel to meet !he standards E,en when grndelines exits for good performing 

services and proper customer treatment, high qu.dity scrvK� p,.,rlom1.rn<,e , •. not �u.rr.mtocd 

To l,e effective, service srnnd�rds must not reflect customers expectation, but they also need 

to be backed up b} adeqllate aml appropnate re.sources, i e pwple, system, and toclmolo!(y 

(Parasuraman er al , 1990) When the sen icedehvo,ry perfmman�e fal I, ,hm1 ,,f the standards 

(gap 3), it falls short of what customers e;,,.pcct as well (gap 5). Hence, "" d con,cqucncc of a 

association between gaps 1 and \ 111s possible tor managers to reduce gap 5 by ensuring that 

all the reso\lrces needed to achieve the spccrficanons and standards arc m place. 

Gap 4: wbeu Promise Do Not Match Delivery 

Th" i;ap 11111,lrdte, the misfit between service delnery and the external communications to 

consumers Hence, it illu�lmte, th� potential discrep'1ncy between actual service delivery 

d,ang thL ,,,,,vice L'TlCO\lntm dnd the external communications to the customers The customer 
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should not be promised a c,,rtain typ,, and k,el of .,.,,,,...., 4udlitJ unless Lhc sci Hee delivery 

system can achieve or exceed that level. A discrepancy between the actual service and the 

prnrnised service in g,1p 4, has an .,dv<C..se d'kct u1,tomc1' puc.q,trnn, ol service quality m 

gap 5 Hence external commumcanon, through sales force or advertisrng:, cdn effocl nol only 

cu,tomu �XJX.d,thon, dbou! d ,�rv1L� bul also cus!Dmcrs pcrccphons of the delivered service 

By cffecuvely coordmatmg actual service delivery and extern�! communicdti,m,, gap 4 is 

Mrro"�d ,md, l,t,;1<,<,, favordbly ,,ficLt> gdp 5 a; well (Lil1andcr. 1995). 

Th� cnncal issues between service delivery and customer ssn�faction are explained by the 

gap model Ritner and Hubbert (1994) present a more wmprehensi,e .:ipproach to service 

qnalny They suggest the tollowmg drstmcnon which refers to three different stages in the 

c11stornds evalu:mon of s.er.�ces First there 1, d sen 100 encounter sausfacaon. !be consumer 

evaluates a drscrete servrce encounter mid JS satisfied or d1'»4t1sfieci :.ewnci Lh� customer 

feels an overall service "1.tisfa�1.wn The consumer is overall (drsjsausfled with the 

org,mi/.ilmn bd"'d ,m all crn.mmkr, an,l cxpcncuces with that particular orgamzanon the 

final stage JS service quality Jhe consumer ha, an ,wemll impression of the relative 

infenority/superiorny of the org.:ini/.Jtiun and 1L, ""'"''" In contras( to be provided gap 

model. Bitner dnd Hubbert (1994) regard service quality as an integrative part of an overall 

fr dlllL"ork, "h1ch consists of the evaluauon of all service encounters 

5.5 Service Quality Dimensions 

llavmg <li,cu:,,cd the gap rnoJd wlUv\, p1uv1de, ,alUdhle 111sight, regarding the relation 

\,d"��" e,1,o<kJ a11Ll J11CJ<,e1vcJ ><01V1cc "" " JcL�rnuH,llll f.,, vto,tvrn�! Mll�fr,.:liM th� 

anal)"' "'11 """ dddrc;s U,c dnncnsious of service quality. lhis JS uecessary in order to 

supplement the understanding of customer sansfaLt!On m relation (o services 

lhe term of service quaht} i, a um1pkx, mu!Ud1mcus10nal concept lt has been argued tlMt 

the qnaht:, ol a service has two important component� Tahm,logy quahtv and functional 

q Udhly (Grnnrno, 1990a) Where technical service quality refers to die outcome d1mens10n of 

the' service operations process, and funcncnal service qu,ilit) refers to the process dimension 

m terms of the interaction between the customer and the ,eniLe prnvi<lu hi addition to the 

technical and funct1ono.l dimension,, �tn 1Le quahty is lurthcr composed ot vanou., wuque 

dimensions wh1Lh wver h<,th LltL proc�,s ol pwducrng the service as well as the oulwmc. ln 

r�en( years research has been undertaken in an effort to w,J.,,�tand the factors which 

mtlucncc service quality. 
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The most important conmbutors to the rcswrch wilhm lhe field of service qualrty are 

Zc1thami, Berry and Parasuraman. In their exploratory research winch dales h<lck to 1995 the;, 

revealed that the cn!c,i,, used by customers Ill ds:,.c;s.,ing ,er,ile quahty fit ten, potcnually 

overlapping dimensions A hstmg of lhe d11nens1ons along with examples ol Lhe t;,pes oJ 

evaluative cntcria fallmg under each, is shown m Table 5 2 below 

Table 5.2: The Dimensions of service Quality 
,v, :mroo""'''""L JE,,s,,a,,, 1<s_of raoouve 01tena 
T•ng1bles Appeornncc of phy,·col fac1ht1os •nd per,ooo:l 
Rclwb1�ty Pcrf0<1mng ..,,,..,cc nght the fir;i time 

W1lhn� ess 000 ab1luy to po"do pronp< ',C"l"YK,c 
��plain1n.: serv,ce lo custon1."' ,n language tii<y can understJOO. 
frs<lv.orth1nes, ol cmm=r cootact personn<I 

Ce<tfid:ntiahty oftransactJOns 
K 1 oo. 1,�e, mld skill oJ cu,Lonu<.0ntoct perso,rnel 
hicnd�n.,;s ot custom.. contact perSOOJlel 
h« of comacun,: service firm 
Malrng an effort lo ascert•m " customer spKlfic '"'1'll"'"'nts 

Source: Parasuranman, Zeithyaml and Berry, 1995 

The aullior, ,,,,.,J these ten dimensions as the basic structure of the wellknown SERYQ!JAL 

which is considered to be a usctul tool lO detennimng ,�rvice qu,ilny ln 1998, these ten 

dimensions have been narrowed down to fi w key ,ne,is, ,,cc Table � 3 

Table 5.3: the Five Dimcnaiona of Sen ice Quality 

respun>ivc1x.» 
Cc,mmumcatmn 
C'red1b1hty 
Sec::JrJLy 
CumJ><lcnce 
C'oo11cay 
Asso» 
UndorsiJOOlll� 
K.uc,.,u� cull<>u>ei. 

I 
J 

Dnnen<k)11 
Jang1blos 
Rel10b1ht:, 

Rcsronsivcnc.s 
'U,mance 

D:npmhy 

l'hc phy,ocAl facilmes, tqUJJ)lll0<1l, appeornllcO o! pe, S<l<Ulol 
rile ability to pertooc, 1hc dcmcJ suv,cc der<rdibly l>CCUCltely aud 
coo.se;tcntl� 
Wrllui�,s 10 provide procnpl "'''""' rtOO help rn,t<Hnc; 
Lmployees knov, ledge. court,,.. 4nd .O,l1tv to come} trust and 
confidence 
Coring. ,nd,9, oduah,cd atteut,on to customers 

I 

:1 

:1 

Source: Parasuraman, Zeithaml and Berry. 1998. 

horn table 5.3 it Cdn he seen that three of the original 10 dim<.,'"Il.S!Om 1Crndm mtdCt i11 the five 

service qua!Jty duncnssous These lliree dimen,iom are tangibles, rchabrhty and 

rcsponsi,encss The remaining seven dlillcns10ns arc ,umnMnhd mto two broader 
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<lunrnswns whiLh wver .iLLor<ling L<> l\tr.isur.imdll el al (199�) lhc wrrc,pon<.ling wnlelll 

lhe two broader dimensions arc labeled assurance and empathy. 

TI,e fi,e ,.bmen,ion, menlwne<l rn T.;ble 53 provi<le valuable kn,w,le<lge concermng 

customer saustacucn bclorc. dunng and artcr the service encounter. To provide services ot 

lngh 4udhL) v.lm.,h 111 return k.t<b of '>dtisfied Lustomers each dimension h,Ls to 1,c wmi,krnd. 

Payne (1993) stresses that human performance plays a cnncat role Ill the customers 

1:x,rcq,l10n ol su\lu, qudh!y Looking .it the five dhrwe suggested SFRVQAL <lnnrnsions the 

impact of service contact personnel on each dl.menmm 1; tremendous. Edner, Booms and 

Tetreault (1990) found out that the behavior of service employees who have direct contact to 

customer, i, Lrllic.11 for lhe ev.iluati,m of th� service ddi,er), dncl lhm, for customer 

satisfaction 

5.6 Dirocnofhcrion 
AftLT purck1.,i111s .i produd or a service. lhc customer \\ill experience some level of either 

' •• ,( c •• I �dm II "' ,1,., ... l,, J .,� L1 rn I . I lit: � LLt. L<>lll ur"' ( ,1,, ) ' .. ,( I". I ac t, " " w I l I ' ',lll I"."'! '"' " Ll y ml! LI<"! I(;� J us 

behac Ior. If the customer is san stied, then he '>','))J exhibit a higher probJb1 hty of pwd,asmg 

Ll1t, pn,JooL Ub"i" l11e t.ulitJfiuJ u,1i,lu111l•1 ,·.ill ,d"" Lui,cl lll t.uy i;L"'cl lliiusu tLlouul th� �l1pp!J,11 

w th�iN A <l1'"1tl�fiLd cu,Lomcr on lhc olhcr hand responds differently. !be dissatisfied 

customer will try to reduce the dissonance because human bcmgs stnvc to "establish intern.ii 

harmony. consumers will resort to one or rwo courses of action. Ibey may try to rc<lLICC the 

dissonance by abandoning or returning the product, 01 they mdy try to reduce Lhe dissomn�� 

b} xcd.i11!! 1nfonrn1.Liw1 tl1>1.l rni!jiil crn,liuu JL> la!!h , >Lluc {Kulh.1, 2002). 

In handl.mg customer drssansfacucu, u is of utmost importance to be a,w,re of rh� full rang� 

of ways consumers handle dissatlsfacnon, see Figure 5 6 

7J 



PARJ]l TIIEORETICALFOUNIJAll(lN Chapter 5 Cuotomer Sabstactwn 

Sc,• ecJ.c.,o �•<eLly r,<:o,, 
bu=o" fi�n, 

ro., "'"" 
funn of Joke 1011:il ocM, m ootlltr  pubhc actior rci!Jc" 

I CoonpJ.,,,. 

I ' ' 
T;ke wm,  
""'"" 

[kc;je 10 """ btl' "l th, 
scrvtcc or toycott seller 

lak•«n.,. T•k< ,..,m, 

·"''"'"  n,rmnrpn1.i� 
.,u,nn 

\\orm !uen<I< oboo! th< >er>Lce 
and or <h< cmi1nn; 

Figure 5.6: How Customers Handle Dissatisfaction 

J 
I 
I 
I 

Source: Day and London, 1977 

hgurc. 5 6 Illustrate that dis>ahsfied uisrnnu,r; have two .alternatives to chose from T akmg 

action or to remaining passive. When the d1�,at1sficd customer decide� to react he can chose 

to take either public or private actions. It can be seen that dissatisfied customers, when they 

1,1.1.cL u1x,11 , "' ,, 1c" fuilur .. , "'ighl hu,,� u "�buL11 �I; im pu.u\ u11 Lhu �urviuv curr1pur1y "" .. �, �· ul 

different levels. 11 rs lherelore ind1c.;.ted to .;.naly:ze hov. diss.;.tisficd customers should be 

handled by service companies 

I 

I 

5.7 Service Recovery 

T)ptcally service comparues stn,e lor "Lero delecL1011" rn their sel'\1Le dd1very, 1 e 100 per 

cent customer sansfacnon, however, on matter what compamcs do to prevent these dcrccuons, 

problems and mistakes occur. Despite the l O�'s call for "zero defects" and "Doing it right 

the first nmc" service providers typically cannot meet those high expectations 

'J M,,kes ""'" critical p,1rt ofe�cry service hard ,�s they try, even the best service compame, 

LJ.Un,,t prcvL11l cg. thL oct,J.Wmdl ).;.w husse,, hurncd stca.k or missed dehvu) The LILI", rn 
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scrvrccs which arc ollcn pcrlormLd in tlx, customers pr,_scmoe errors""' 1lK,itdblc. Wlnlc 

compdni., mdy nc,t be able t<> prevent all pmhlems they can learn to recover succe"fully 

from them A good recovery can mm angry, frustrated customers even mto loyal ones. It can 

m fad create morn good,,.il I thdn if thmg, hdd gone smooth I) in the first plf1ce (Hdrl Het.keu 

and Sasser, 199()). 

T11e challenge for the service provider, therefore, is to recover the problem or mistake and 

ikrehy lummg fru,lrdled Lll'>Llm1en, inlo loydl one; (Lhi;: wn,epl of lO)dl(y ,,.,n l,e funl><.r 

expanded m chapter six). Accordmg to Lewis (1995) service recovery is dchncd as "A 

planned process/strategy of returning an dissatisfied customer to a state of satisfacnon with a 
companylserv,ce'. \1/h�n problems occur. compame, have to e�ped1le service recovery to 

meet customers recovery exµecLatHJH"· wl11ch rn wrnc cases ma:, 1,c, even higher than 

rnmpared to the m1tldl exp,,ctation. A, Hart et di (1990) expr"ss n "'',erv1ce recovery is both 

emotional and physical repair ". 

\\·hen " cu·.tomer e'<peri .. nce·. a aer.·1Le prohlem, thrM po·.aihil,tier. ,m•.e m lhe firet�, 

the customer comp lam» and 1> sahsficd w1lh lhe, comp,m, ·,. response. Second, the 

customer complains and is 110\ satisfied with the response, and fi11all), the customer doe; 

not complam to the compdny ,md remdm, d,,,.,tislled In the tir'>t cd.,c the ,�rv,cc company 

has the opportunity to turn a drssausticd customer mto a satisfied one. Brtner, Boomsand 

Tetreault (1991) report that an appropriate service recovery is able to mitially delight 

dissatisfied customers 

Berry Zeilhaml and PMasuramdn (1995) offer three prescription; for excellent service 

r,.;c,ncr;. Finl, cncollnt�� cus(mn�rs lo Lmnplem, and rmtkc 1L ea.,; for 11,ern lu ,k,"" Ouly 

wien tfie company get, feedh.JCk by J1S',ati,fied customer� it i, p<ls�ible to improve the 

service dchvCl) and prevent customer defection. Second. make timely, personal 

rommunications with customers a key part ot the strategy. Thts proposmon auns to deliver 

quick and direct improved resolution to the problem which cased dissatisfaction fmall), 

encourage employees to respond dfcct1vely to customer problems and give them lhe means to 

do so Derry et al (1990) argue that service emplo)ee, need to hdve d lrccdc,m to serve 

ui.stomer., "thKk rule lx,ok,, seniL� lhe <,uslomer nol belltT than ..nplO} ccs" (p. 12) 
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OnL iliL uthLr hand SLhne1der and Bowen (1995) state that some customers prefer that their 

complaints are handled "by the book" Til.ls means that 11 JS not always desirable that service 

employees develop their m<l1,1<lual solutmn, to r<,solve ,1 ,erv1u, failure. It" r<,por!cd (ha! 

cu.,l"m""' fool they "re treated more fa,rl) v.hen they have the 1mpre551on that the sen·1ce 

company provides specific recovery acuviues wluch they un rdy on. Th� dissatisfied 

customer tends to evaluate the whole service company, and honorntes when his complamts 

arc treated by plan, not by the coincidence of getting lo a particular employee who camcs out 

his own recovery. 

Opportumhe; J"or >erviLe re�overy dbound Any problem th.11 employee� who worl 

dosL (u !he cuslomcr Ldn ,h,cov,,r and resolve 10 d cbanc.e !<.> go beyond thL cdll <.>f 

dut: and wrn a customer tor htc. Some service managers might find 11 tcmptmg to 

dismiss the OLLd"(rndl problem"" petr.. ,md compldrnmg customers .i:, LI Mk, hul. m,mger, 

should resrst those easy outs No business Cati afford to lose customers, v.hen ,t costs much 

more to replau," cu<;tomer than it does to reta.rn one 

Many company makes the mistake of regarding complaints as a llme consuming necessary 

evil. Instead they should realize that by handlwg complaints effectively it is possible to 

,omt,,i <lis;Jti;fied c1.1stomer into luyd! one> All i:,t,TVJLe companie; ne,,d (o take reco�ery 

senously. Customers may differ in their piefereuce. but one thing is sure. dli ,.,u,tomcr; J(,cl 

service �omp.1me> ought L" fix thmg> when service 1s tld1vered 1mpropt,"tl} However, as 

�ldtul by Bo.,.cn anJ Lawlu (1992), "scn,cc managers should nol be seduced into too great a 

focu.; 011 recovery, as service u,rupa11iea Lhal 1d;, "" r1,wvery, '""} end up lu,mg uu( lo 

service cornpdmes that do it nght the first nmc" (p 35) 

However, the need for a service recovery strategy 15 twofold as pointed oot by Sd1mcnnLT 

{1\l'J5) !he first goal rs to keep the customer from v,ulking <1.wdy from a potentially 

relat1011sh1p ending ,ituat1<rn, lx,cdLJ.sc !he co,ts of gctung 11C\\ customers are higher than those 

of leepmg ex1s1mg cu;tomers It rs said that a sansncd customer ts likely to tell his positive 

cxixncnces to five or six other people, whereas e dissatisfied customer telJ his negative 

experiences to an average of 14 other people (Nrnmann, 1994) The loss of image which 

keeps potential customers dway horn <imng busmc,s w1!h Lhc >UHCC company, is therefore 

the second mam reason for a service recovery strategy. 
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5.8 Subconclusion 

In Lh13 ,�d,on the , amms l>SllvS <l1Scu,sscd in Lhdµkr livL, cunce,nung Lhc COllLL"Jll of customer 

satisfaction v,,II h,, summ,ir,7,,J 

N, illustrated in the buying model, it 1� imponam rur m,1.n,1.ger or�tJn1w or,:,mi£alions to 

keep Ill mrnd that the customers buying process starts long betore the actual purchase of" 

pru<lud or cu11sumpt10u uf a scn1cc, an<l the customer • pestpurchase behavior" ha, 

wmequen.._,c, long after the purchase In rela!rnn to how customers bu}, managers should be 

aware ct the fact that no buying situation is ahke Ibey need to identify exa�tly what kiml of 

purcli;:i,e s1lWllion thea customers might execute 

11 is widelv recognized that one of the overall purposes of any com pan,, 1, to wmmuously 

,nlwr1<,L Lhl .ibihly lo me�l 11..:: customer., 11ccds rnd cxpcctancus, the�by , ncreasi n,; custrnnei 

satisfaction. therefore it is important for service compames to keep trdLk of their dell\crcd 

"'1"vice, as wdl as a need for comtnuous service evaluation. As customer satisfaction is highly 

based upon customer value, service companies need to identify vel) carefully, who their 

rnslnmer, "r" dm.l what customer value mean, to them 

Hov.m u, rn nrdcr Lo ruuha,c tho bmwfiu ol u ou�tolllll{ rnlu� utrnregy the concept of cu�tomm 

value must be made operational for a service company One ""} to render Lhe concept 

operational,;,, to devise methods Lo me<1.sure ,alue and ustS lhc 1nlurn1,dwu to make better 

�trateglc and operarlonal oectsrons. Hence, the managers ul service companies must deselop 

cumprd1•:1lli! ve >y.ile!m to measure both mi"! �mer needs, vantr, prcfercnos. and �d,ld1nnolly 

service quality, customer value, and customer '><lhsfacnon Th!!; comprehensive model leads to 

m,och heller un<lcr.nanding of all aspects concerning customer satisfaction F(>eminr, nn 

customer value can yield big rewlt, 

In today ', mcrcasmgly ccmpentive environment. quality servrce 1s critical to �o'l'{lratc 

success In the past the tocus was mamly on meeting internal quality or tochnical ;tandards 

The focus today has shifted to qualifying customers assessments of services and l!dllslaung 

these measures into specific mtemal �rnndard.s Oeh,errng high quahtv service JS closely 

linked to pt ofits, cost '"' ing dnd mMkd sl'kllL Cusl0n1<.,',:s Judge service quality relative to 

what they want The} vrcw a company's service quality by comparing their p,,ru,pliom, ot 

service experience with tht,ir CXJK,�W.hons of what the service performance should be. 

Therefore it is important tor scrvrcc comparues to control the signals the:, send lo the 
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customers, thus, !I JS dangerous to promise more then they arc capable to deliver lhe service 

companies need to known m detail v.hat the cmtomer,, expeL1, mid the:, need to get the 

promises to match the actual delivery 

Additionally. the mangers of service companies need to be aw;11 e of the complexit) ol service 

quality. They need to locus both on the technical and tunct:lonal parts or service quality, ih<,y 

need to foLus both n the tu:hmcal ,md lu11Ll1011al parts of ,,cn,cc quahly, hence they need to 

be able to handle the outcome of the service operations as wdl as the processe, in tenns of the 

inter<1enon bt,tv,cu, lhc u1slomcr dlld !he proV1dcr. Tbcy should keep m mind that th,, 

customers Judge the quality of the delivered service in temis of t,mg1hle, reliahility, 

responsiveness, dssur,mcc, dnd emp,1thv F11Mll}, Lhc managLr ncuh (o be realistic Despite 

th,' TQ;...1'� call tor "7e10 dctcct,ons" and ··nomg 11 right the fir«, nme ',en1u pro,idcrs 

rnnnol pre,enl defections from happcmng, hence, problems will occur �nd nmtake, ,111 

happen !he real challenge for managers of ..:r,iLe compdll1eo i, (o lu1rn tu recover 

,uccesslully lrom problems. A good recovery can rum angry frustrated cu.stomo,r, into loyal 

ones, sometimes n coo even creme more goodwill than if thing; had gone omooLhly m uc first 

place. Several opportunities for sel"\ ice recover:, exist Any problem that employees who 

work close to the customer can discover and rewhe ,, a Ll1dnu LO go beyond the call of duty 

and mn .1 customer lor hie. 

Some sen1ce manager might 1md it tempting to dismiss the occasional problem as petty, and 

complairung customers as cracks, but manageis should n.,,1M lho,c easy outs. �o business cru, 

aftorrl In In,,. , 1 is1omns ""f"'Crn lly cons,.knne Th< l"<'I that 11 cn<:ls mi,rh mme In auract new 

customers than it does to retain exmting onee. All ,�rvic• comp:m,�t need to take service 

recovery seriously 

The flowing prndamalrnns arc to be seen as Success factors which are wm1d�rcd as critical 

in the context of satisty mg customers 

Success Factor I: 

Knowing customer's specific need, and requiremoots enables service companies to approach 

customer satisfaction 
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Succe�s factor 2 
Closmg the gap \,et"een custornet expectatious and management's percepnon of cu.�tomei 

expectation, increases the level of customer sansractrcn. 

Success Factor 3 
Service qual,ty can he measured on fite drroensrons I ang, b1 lity, Rel1ab1 l1ty, Respomivmess, 

Assurance, and Empmhy. lmprovmg wLh J,mc=on, m dLcord.mcc v.1th customer's 

expeu<11lom en<1hles the service 0omp<1n) to inLn,<1.se the le,el of �u.,tnmei ,.11i,Laction. 

Success FaGtor 4· 

,\ customer who complmns about a service failure provrdcv the service company with the 

oppmtnnrty both to satisfy a dissatisfied customer and to improve fumrc sen1ce delivery. 

Hence, service companies need to have an cffectrve complam management. 
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Flaving Cxdlllrned fLdWllb and wncepts behmd customer sansracnon it JS now important lo 

'analyze the outcome ot satisfied customers One purpose o1 "'rvice comp,mies JS to <:ali�fy 
their cuolumers, arxl to do repeat business with them. To approach lhe tenn of repeat business 

11., rs first of all important lo outlmc the concept of customer loyalty. H<,oeafter si.i(<,hrng 
co�L, will be mvestigakd, "hich prmicl"s iusighrs m the degree c,f customer loyalty towdfds a 
service provider due lo catlstection or barners to switch to a compurng service company. 
Hcrealler the con<,ept of rcbtionship mc11 ketmg "ill he discussed a.s au 1mporl<lllt element m 

the Jongl<,rm relationship and rcpedtM business between customer and service comp.mies 
Fm.tlly, the 0U100me of repented busmv,.s, which" Joni term pmfiw.hihl}, v.111 be explored 

6.1 The Concept of Loyalty 

Loyalty refers to rept,at business A customer is loyal whw h� is frequently reJl'm:hssine � 

pro<luL1 or service f, um « pai liudar provider The aim of d service company rs to satisly their 

customers m ord�r to slim11lst� th�m to retain illd to repeat thtllr terviec purchunc It ia nrgucd 
b, Reicheld and Sasser (199()) that the coots or losmg a customer are very high They point 
out lhdt the customer who IS continuously repurchasing, provides the largest revenue lo a 

company The reason 1� obvious, a serv1ce provider spends a lot money on <lelivenng service, 
to its customer:; 

lo cover lhe cost, many customers are needed Just to allrdCt new cmlomer reqturcs 
advcrnsing exp<.,nditures, uu«ge improvement, enhancements on the fi, e quality d1mcru1011s, 
etc il tah� i11 «verdge some years beforu Liu, in, estcd money JS patd baLk 

Lll�ing a cu,tmner after one single tran'kletion. repre�cnt; in general d loss On lk "(hIT hand, 

a customer ,,.,1,0 repeats the ,IT,iu., purchase everal tm1e, represents a revenue provider, and 

a profit generator. The link between loyalty and profit will ho dealt with m .ection 6.4 

6.2 Switching Cost& 

Swttchmg costs rn service are defined us the costs incurred m dldnging from one service 

provider to another service provider (Campell, 1985) The higher the ;witching eML�, the 

grec1ter the specific mvcstment, each partv has made m the relauou.,,Jnp Swnchmg cos! Ldn 
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result Jrom hum.m 11s well as physical i11ve'<lments Customers dnd �ef\ ice companrcs invest 

m gettmg to know each other. The customer need, to kno"' the sen ice provider, lhc lrontlmc 

personnel, proculures, and their particular way of Jrnng busmcss \Vht"reas the serVIce 

provider needs to get to know the customer dnd the, r specific nc�<l, ,md expectations 

I towevcr, switching 00sts rn services are per�el\ed ,cs berng ]ugh when the cm,lomer is 

strongh imolved m the business rddnrn, to the service prov1<lcT The feeling of involvement 

might be enforced by either J"'l'SOnal sympathy. or by specific service attributes v.h,ch lie the 

CU.',(om�r to the sen ice company. P�rsonncl sympathy provokes Lu.stomer lo}alt) to a service 

company, and is hdsed only upon personal preference, for example habitual buymg. 

rcpula\1011. or knowing the service person.illy 

On the other hand by offering specific attributes "hiLh m<1�e the customer dependent on the 

,cniu, compauy swnchrng cost, CdII ht, increased bxamples can be found m the finaocial 

sector Pavmcnts service,, homebanking systems, credit cJrd�, rahbet.sarrangcment.s, and 

mortgages, etc All these c,wmpl"" imply that shiftinr. h11smoss 10 a wmpeline servic. 

provuler, is associated wrth additional coots and lhereh; motivate customers to repeat bnsuiess 

with thL sp<,Lific service provider 

'When high switching cost> prc.dil the customer is more !11.d} LO dU,.;p( '"'"'"·" lmlur�, 

because ll !S either inconv�rnent or expensrvc to switch busmess to another service pro,ider 

Th�rdore the zone of tolerance is most likely to be high when a customer 1, l1C<I to a SO.."rv,c.: 

company due to high switching costs It rs worth mcnuonmg lha( switching costs prc,ail only 

when. alternative service pro, idLT, exist v, lthrn a sen ice branch. 

However, .,cwrding to Heskett el al Positive mccnt1vcs often rovorvc the creation of some 

lands of "mcrnbt,rsh1p • mentality m customers. Fm exdlnple frequem travelers need only sort 

through their wallet cards designation memhershlp m airunc, hotel, remal e<1rs <1nd other 

"clubs" to ,cnf:, the increasing use ofmLml1'L, to encourage repeated 11,e of a service Such 

mcenuve make each repemed use more valuable the mo,1ng the cu�tomer closer to wme 

promised payoff as a specified service level. Once customer invest in '" itLh111g costs they are 

hard to entice back to their former '""'ice J"hat is why outstanding ;erv,ce prm,der, invest �o 

much effort in buildmg switching costs m Lhc first pluce 

A1 outlmed <1bove a close relationship bel\\t't"Il sen ice provider: and customers 1J one» 

existent !l IS now ol mterest to analyze how tins relatmnslnp cdn he maticetcd. 
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6 3 Relationship Marketing 

It ,.as 1n the !97Qs that (hL mdm inspiration to marketrng ,,as grounded Tl wa, ha,ed 

"" the establishment dntl management of rcla11onsh1ps ,md lMs emerged within two 

slrLam, of ,esearch. l hese stream, uf rnseJ.n.,h Me the Nordic School of Service (cf. 

Gronroos and Gummcsson. 1995, flerr} and l'arasuraman. 1991) ,,.h,ch looks J.t 

management ,rnd marketing from a scrv1cL perspecti,e and the IMP Group (cf. 
Hdkonsson, I 992) which takes d network and , uterecucn approach 10 Unders(,mding 

mdu�tnal businesses The building and m,mJ.gmg of relanonshrps has become a 

philo,oph1cal cornerstone of the Nordic SL110ol of ',ervice and the 11'1P Group smce the late 

1970s However. "relal!onslup m.rrl..eting" as a term was not used unlil \h<., ld!u pdli of the 

1980, ( Gronruu,, 1995) 

ln the literature there is no e"._"_,t d,'feemcm on a definition of rclmwnslnp marketing 

Altl1uugh most defiml1om, have common denonunators, there are d,JTernnc.e� in sulpt, An 

early defimt10n is provided by Betr} (1993) 

NRe/111/('nshlp markering is 1h11 1111r11c1ian, m11,n1ammg an<I �llhllncmr; cw,fr,mMr 

relationships. Tlw marketing ,tum! ,et i, that tlie 11(/ractwn of new customers is merely the 

first step;,, the marketmg procew" 

A recent and more C<Jmprehens1ve definition is suggested by Gronroos (1995): 

Re!allonsfllp m11rke11J,g ls ro ldem/.f}' and establish, maintain and enf1u11,e refotiomhsp, 

w/1.h customers and other stakehalde11, at a profit, so that the obiectires of all parties are 

met; and that thi, i, don/' hy mutual f'.:rh,mi:•· 11111/ fufjillmP>1I of prmlfi<I'<" 

This Jdimtwn is fuither supplemented by a statement "hid, Mgucs thdt s1Kh d marketmg: 

approach should lead to a lrusling rt"ldtionship hel\>:ecn the parties involved. Key aspects of 

,u�h un approach to marketing arc that not onlv gettin,t; customers and creating transactions 

arc important. hul al,n m,1intai111ng and enhancing ongoing rdal!on,,hips should be 

emphasized Internal mmi<.elm� be�omcs a critical issue m rclat10noh1p markclmg ,f the 

rnmp.my io to be well prepared for ns new mmketing w.,J..s (Gronroos, 1995) !he latter part 

of the above deflmnou of relationship markctmg " emphasm:d in a recent article about 

rclauonshrp marketmg wr1ll�n hy Ritn�r (19'/'i) She emphasizes the need for a firm tc 
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mJ.n.1ge not only the [.t,k of giving <111d fulfillmg promiw; but al'° the msk of enablmg tho 

fulfillment ot pro1mse<. ,f marketmg is to be su'""'ssful 

Despd� the ,anat1ons m broadness ,mJ emphasis, most of the dcfinitwm on relo.tinnsh1p 

marketing offered m M,,ratur,, have a suurlar mcrunng .1, the ahove defin.itions jor example. 

Shctn. and Par,au} M (1994) state relationslnp ma,keting ts "the understanding. c...�pbnalwn 

and management of the ongoing col!dbor.;.te business relationship belw""n wpphers and 

customers" (p 257J, whCic& Gummesson (1995) dclinu rnlJ.nonslup marketing as a 

markctmg apprn.ich th,11 1 s hased on relationships, inter de llons and networks 

6.3. l The Evolution and Development of Relationship Marketing 
o,�r lhe p.ist few decades 'WC have seen the foe LL, of the frmuRI study or markctrng directed 

at an mcrcasmg number of srecific sectors In the 1995, um,uma s;rn,ds companies \\ere 

rcwgnl/£d .i:, the most sopjusncatcd marketer� Thq "'ere often the first companies to 

de,elop formal marke!tng pldru. In the 1970s markctrng m nonproli( org.:uuutrnns .md the 

associated d1eas of public sector and societal marhlin11 received attention. lt was only in the 

1980,, thdt sen1ces marketmg started to attract dllenl1Cm which is surprising considering the 

size and rapid growth of the service sector. In the 1990,. d nu, ompli.Lsis on marhting h"'> 

emerged  relationship markctmg (Pa:ne, 0993) Relat1onslup marketmg has the potcntJal to 

dra"' together the vanons streams of m,,rketmg mto an mtegrated whole. as shown in figure 

figure 6.1: The Changing Emphasis on Marketing 

Coo.sumer Morl:cW!� 

I 
:1 
l 
I 

J 
I 
I 

Jndnstnol Morkclrng 

NonProfit aruJ S.0.1dal Markctmg 

S.T\'ICC Marxelu, 

I 

1995, 1996, 1997, 1980, 

Source: Payne. 1993. p. 30 
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There are vanou, d1ffer�nLe hetwcen th� tmdition.11 "tr.1nsddion mdrhli11g• and the 

"relationship markcnng''. lransaction marketing focuses more on single sale ru,d on product 

features whereas relationship marketing puts tocus on customer retention nnd on pmdoct 

benefits of fe.1tures Tr<l.llsa�tion m,1rketrng rnvohes J moJemte �u,lomer contact and limited 

customer wmmitmenl, "here"" rel.;.Lionship murkding involve, high wslum�r cun(act and 

high customer commitments !he two markctmg paradigms are also different when il comes 

lo qlldlit) and time hori/Cln ln lmm,,dion m,trhlrng, 4,�1lily is pnmanl) a concern of 

producuon, and It rs operating within a relation short umc scale Un the other hand m 

relanonship marketing quality is the concern of all, and it is ope1.1trng rn .iccordftllce with a 

rel.it1vely long time SL.tle ( Chrn,lopher et al , l 99 l) 

6 3 2Developmg and Enhancmg 1 clationslup 
The focus on rclat1onslups has been tully adopted by some ser.ice providers but still u 1s 

wrong to assume that every sen1ce u,mpanJ has adopted this relationship fows 

UnfortrnMldJ man} companies still pursue the trans�ctional route Sen1u, companies today 

are starting to recognize that existing customers .;.re c,;.s1Lr lo sell greater emphasis and 

resources are often devoted to .1ttr,1<,ti1Jg ne" customers, existing customers are taken for 

,:ranted. It i; only wh�n some breakdown in service qualitv oc.,urs n11d the customer leaves 

or is 011 the point of octccuoo, that the existing cns1om«r hecome� important (Payne, 1993) 

Ibis is not to say that new customers or clients arc not important  indeed the� are Vital to the 

fmure of most service providers. Rllther, a hdlanu 1\ needed between the effort directed 

towerd ci;iJting emd ne" ou·,tomcrJ r,guro 6 l ahowu tho "Rclctionchlp Marlrnting Lndd�r" of 

cnsmmer lo)alty "hich emphasizes this argument. 
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Figure 6.2: The "Relationship Marketing Ladder" 
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I 
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Pm, e<cl 
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Catches 

Prospect 

Source: Payne, 1993. p. 33 

Figure 6 2 illustrates the d,stinc\ion between customer catcjung and utstomc., 

keeping P.:iyne ( 1993) argues that a large percentage of sen 1C<l providers put their 

marn emphasis on the lower rungs oJ" 1denhlyrng prospects and anempting !o tum 

them rnto customers Instead, focus should be on the higher and ult1mdLdy more rewarding 

rung, of mming customers lnto regular clients, and subsequently inlo >lrnng supporters and 

e,entually active advocates for the company and its service 

However, the process of m"vrng the customers up the "Loyalty L.1dder" ,s not simple. 

E,">enllally, the only way to change ;omame from cusLmnc.r lo advocate JS to 1cp]dc.<, 

customer SdtisldtLion with customer delight  b:, offerrng service quality that exceed, 

cuslomcr'o expectations instead of just mectmg the mLLlmg !he minimum requirements The 

financial hcndits of dehvermg high service quality will he exanuned in the following section 

6.4 Link between Customer Loyall) and Profitability 

Customer loyalty and protnabilrry go hand m hand as the rn,t, of ,erv1cmg repeat customers 

are less lhdI1 the coast of attracting new customers a! eratcd prcvrousl y. A� urgll<:J IkohLl �, 



J 

,e0A0,0 ,0 , .u. �"" '" ''0"'"'-'"'" '"A''�'"""'" ' NecDcsccneOcN��C= lmptq 6: Customer I ,0yaltv 

al (!990) the process of getting nev. rnstomers is assnc1.1le<l "i!h noticeable startup costs 

Tius may be m the form of a reduced pncc of costs associated with learning .1boul ihe needs 

,md chJ.rJ.LkrisliLs ,,r" ne" customer Became repeat customers know a servne, tbey are le., 

costly to serve !1us is because expectation levels are established \\luLh mmnmzcs the 

npu1d1[un,:, u,<;t\ uu cumluclw.g customer surveys. J·urtbeuuore, Joyal CUstrnners lu:w;,, the 

role that th<,y are expected tu pl.1} m tht, serr\lce delivery process and how to pla� 11 wlnch 

implies a decreased need for inform,mon and suppon, wmpa1Ld io first-time users 

lloldin[,!; on to exi�trng cuslomcr:s wsl« less Utan attractmg new ones. One study condocted 

shows that the cost ot rctammg a loyal customer is onl) crnefiflh or auracung a new one 

(Seller, 1989) Another smdy cdlTie<l ou( by Re,chhdd and Sasser (1990), �uppmts !he 

findmgs b; Jucumcntmg the dramatic impart ofrnstmner ret�nt1on nn prnfit, ma sampk of 

serviceproducing firms TI1ey argue th.tl the paUem of profits over the life of a u1,tumer 

rdallon�h,p can be estimated as follows. 

l Figure 6 3: The Impact ofCustomer Rt:Lenliori u11 P,ulil� 

J 

I 
I 

:1 
I Source: Reichhold and Sasser, 1990 
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. I 
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11,e Vanous components of the company profit pattern w11l nov. be further elaborated upon 

Cusmmer Acqulsttion Cm/�. As menuoned earlier, Lhe pruu:cs, of teplacing a fonnm· 

�u,tomcr with a new customer is connected v,,th d cu!am amount of acquisition cnst,. Very 

oikn acquismon costs are higher thdn the earnings of the customer rn the first year� of the 

relat10n,lnp. The acquisition cost consists of expcmes with rngdrd (D selling mari<ctmg , dnd 

adrrurustranon costs 
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.Base projit!Iniliai Sales Tins amount (>f prnfil refer, lo customers huymg ser,icec; the first 

nme. It is assumeJ lh.1t o,er a period of time, new customers are constantly acquired 

Therefore thh component is the only profit element which is not rnfluenced by the length of 

the relationship between customer.I an<l the serv,�e pro,1<lers, hen<,e the b.1st profit rem.1ms 

con,w.ntly ove, time 

Profit from increased Purchases and Hi!(ller Balance In the �Mly sldge of .1 re!Jt10nsh1p 

bc("<,Cn U1c cu..,tomn ,md the service provide,, it is only natural that tbe customer place only 

a limited amount of his total purchase wtth the new service provider One reason for thrs 

caution is the fact that it is somclnnc, ,1..ssoL1.1tcd "ith .1 'sf�dt .1mo11nt of oo,t, .1nd risks lo 

ch,mge suppliers. However, if the customer feels content and satisfied 11,1th the new service 

provider, he reads by gra<lll<llly mcreusmg pnrchas.e from the uew provider. All the tn.ist und 

rnntl<lenre to tlw service company increase the customer 1, rc�d) to exp�r<l lh, amount ol 

purchase. The sue ol lhIS prolil wmponent is therefore ,me,�nentmg over time 

Profit from Reduced Operating Costs: The era of massproduction ot standard products and 

services led<ls lo the them} ol ecimonnesofscule and 'learning effects" Today w� ha.ve een 

a tendency that these assumptions have gradually become obsolete. The mam reason behind 

this is that today's customers tend to prefer individual and customized products over mass 

pro<lL1<;ed standard service; 

Lhis is m accordance wrth the m.nn emergmg lren<ls of the 1990>  cu>lonu�ahon and 

tndiv rdualism. I oday's customers expect more than just highquality prod nets at favorable aud 

ccmpcuuvc pnccs, they wunt tailored services wlnch provide them with some degree of 

value Hence. ill order for tbe companies to survive ill today's competitive envi1onment thcv 

need 10 clwnge Ibcus from •economiesof scale" to putlmg more effort m cstabhshmg, 

mamulnlng, and enhancing customer relations. Ily supplying a specific customer with an 

mdividuahzcd product the service provrdcra arc able to cutdown the operating costs by 

providing the same customer with eveu more products instead of expandmg the range of 

customers (Elling and Jorgensen, 1996) 

Profit from Referral,: Tiu, profit component i, .1 d1rcd r<,�ult ol "hdl Lan be termed the 

"Ambassadoreffect" Jt is extra amount ot sales, v,h1ch is hmught .1bolll positive 

rcconnucudauons from loyal customers. Tlus effect is of uuncsc importance especially 

I<> servi<,e compdnie, The m<>re Mtisfie<l �n,L<>mers r�mam, the more loyal they become As 

�lalOO b) He�kett el al. (1994) an "Apo>tle' 1> characterized by bcmg one hundred per cent 

loyal and very satisfied. TI><.oc .1po�tll� possess the Jb1hty lo mtlucnce polcnllal customers 

lhrnugh po,11ive rncommendanon� The impdCl of the ambassador effect vanes from one 
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mdustry to anolher a\ddrnondlly, the cflect is also !nghl:, influenced hy The land of service  

the effect 1s much sm"ller in rc:g"rd to low involvemcm services than tu high mvolvcment 
SUYJleS 

Profit frnm Premmm, AnoLher positive effect of lw,ing satisfied customers v.llh high 
,emonty JS lhe fact the !hese customer, become much less pnu, sensmvc than new and less 

satisfied customers The customers with v.h()TU the providers have devdopment a sound dnd 

deep rd"tionship do nol need or expe<,t introduction discount, nnd other kmds of discounts. 
Hm,ever, on the country, !,Orne ot the customers iklving high sernonty might demand 
"quantitydiscount" (Elling and Jorgensen, 1996) 

Pru{11 from price Premium: Another pos1t1ve effect ol h,nmg satisfied cu.stDmers with high 
semontv is the fad the these cuslomen, become mllLh less pnc,_ ensmvc than new and less 

satisfied CLM0111er.;, The customers wnh whom the providers have developed ,l <;mmd and 

deep relenonshrp do not nee<l or expect mlroductwu ,h,rnunh m1J other kuids ul JJSunmL 
Hov.e,er on the contrnry, some of the cuslomeri; having high seruorny might demand 
"qnanl!tyd1scoum" (Ellmg and Jorgcmm, 1996), 

Rc1chheld and Sas,er (19'JO) argue that by mal..mg use of the philuwphy t><Jund these profit 
�,!rnmlrn11',, it l> po��lble for service companies to tuid out how valuable an incredse in 

retention rate is lo fnrther expand !he usefulness ol !heir model, they have calculated !he 

nnp,\Cl of a fi,c per cent increase in retention rdte for vanou, serv1cc branches \\lhile the 

power rif re1"nt1on dept"Jlds upon the shape or the curve m t,gure 6 3 and the pomt on the 

curve at v.hKh a company finds itself, the pcrcem�ge mcreases ui profit rnn�OO from 25 per 

Cffit expcncnccd in the incurance mdu:.tty, to 125 per cent 111 the cr.:dit "" d i "' J ,.,1, y (I k,l..dl, 
s�"e' arnl Hat(, 190) Hence. the process of rctammg: a customer should be ot strategic locu.s 
to o.11 ';elV\CC providing cornpame, 

6.5 Subconclusion 

In chapter >1x the concepts bchrnd customer 10):ilty and pmliL have been d1scnssed Any 
service manager should lre,ll customer lc,}alty seriously, as Joyal CUSLOlners unply repeat 

business, v,]11ch ts of utmost importance lor the service industries. Th� over all dim of any 

service company should be IO ,atis1}' and thu., stimulate their customers contuming their 

,�r.,ce purchase \.\ith a part,cnlar service prov 1der instead of sv.alling: to another compeling 
pro,iJer r-rom a �Lrntegic pomt of view, an mcrea,e of swrtchmg costs due to personal 

preference, and other .iltnbntes can he customers lo d specific scrv1Le company, thereby 
having d posi Live impart on cu.,torner retcnuon illld loyalty 
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Cuw,mers whu dre conhnmmsly repun;h.i:,ing, provide the largest u.·venue to a compdny 
hence managers should keep in mmd [hdt the costs of losing J wstomcr arc ,uy high. A 

customer who rc))Cdts the service purchase Jrlll.jumdy, rcpre,enl� A revenue provider and a 
profit generator 

�or scr"ce providers. n re ne<:c,saiy to um!crstand am] :illopt the plulosophJ hehind 

ic!dtion,,;hip m.rrketing ln the past CITTly a few service providers have appro,ed the focus on 

close and extenstvc rclah011ships to (heir customers The majorHy of service companies nn the 

olhu han<l pn!Lrred the tran,actions\ route which focuses on smgk and shorttermed 
lr<lll,acUom,. 

TmL.y more ,crv1u, comparues are starting lo recogruzc th.it their cxrstmg customers are 

easier lo sell to and generate h,ghei profitalnluv m th,· Jongrun I fence. one immense 

<.,hallenge for se.r,ice managers is to evord (dl..mg existmg customers for gr,mted Preferably 
they should spend more resourcc, on existing cutomers than <levntinc �J) rcsour�es to 

allf�,tin� new cu�tomers BJ aJopting the rdal10nc,h1p markCLmg philosophy 1! is possible to 

tum prospects into customers, and lak mto supporters <llld adv ocatcs 

C,"tomer loyalty and profitability go hand m hdnd as the co,h of serving repeat cw,tc,m�ri; 

are less than the costs of au,actmg new customers. The costs of rctammg d loyal customer IS 

<H1iy onctitlh of artructmg J. new one. HcnLe, the process of , etaming cu,lo1n.,r; should be a 

5 •ratq,:iL focus of all <;er,ice provrdmg compamcs. 

The follov,mg prudw11dtions arc lo he seen as Suuess factors ,,.,hich are considered as 

critical m the umtext ot customer lo} ulty and profitability 

Success Factor 1: 

Lnderstandmg (he importance of long lasting n.latlonships to customers pro,idc, service 

companies with oppmlmuty to gain profitabihry m tht, long run. 

Succes� Factor 2: 

lhe costs of attrectmg new <:u,tomers is r�lctti�ely hrghcr (hen the ones ol kei,pmg existing 
ones. In order to ensure profitability m tk long run, SLrvice companies should have customer 

tdtnllon a, a strategic focus. 
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7.1 Pmpirical Methodology and Research Sample 

7 I.I Purpose of the Empirical Study 

H�>mg exmmne<l the elements which influence customer sati,fact1on m servIL<:S B"t\A 1rom a 

the�retica I point of viey,, the purpo�e oJ th: cm pm cal analysis JS twofold t ir,t i I is of in!crui 

to analyze the clements which hnve an imp.1Lt on wslomer saustacnon rrom a practical point 

of "�" Thi, v.,ll provide valuable information about potentidl p1oblLrnS of service 

rnmpsmr.s In<' srrnn.1 s, m nf th� �mpinra I re.s�srr h , s to 1denh fy reasons behind the outlined 

potenual problems. TI1ereby it ii ot inlno1 whrlh{r 1h� rhsrsri�ristks nf spr,r.ilir. service 

hmnche, hdve ,,gmficanl mtluence on the potential problems 

7.1.2 Focus of the Empincal Study 

ln order to mvest1gate hm, ,er,1�e, BNA evaluate the relation between their "'' n service and 

rnslomLr sarcracuou, it has been chosen to focus the empi11Lal rLscarch on elements which 

have been identified from a theoretical pomt of vrnv, Hereby It IS of main mtere,t to look at 

loU1 <11mcns1ons first, mtemdl opernhons, whtch have an impact on the external value. 

Sernnd, the service product and development wluch considers need Third, servrcc recovery 

,m<l cLLslomLr loydlty. Each of the four dimensions will be <1n<1lyL.U.l with respect to the 

clements whrch have au influence 011 nr .m, mfluenced by customer satisfaction 

7.1.3 Research Design and Proceedings 

As the fow, of (he empmcal srudy IS to mvesngare element, dITectmg customer satisfaction 

in prncl!cc, J( has been necessary to approach service, Bdnk directly. ln the selecnon of 

services Bank we laced a lot of barriers. The optimdl research design would have been to 

conduct our mvestiganon enc:.ompa5smg d vLr}' large amount of hank serv1LLS m many 

different branches llii, demnnd9 a certain amount of hme and r.ome Whl8 d�e, telephone and 
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travel wh,d1 exceeded mus rcsourt,es This problem forced us to limit our analysis 

gwgraplucally to the area of Oum l.Jl_bouughi when Thorn 

Havmg defined the geographical area v.e doc,ded to mdud� ,erv,ce branches bank lne,,e 

branches represent m our opmmn the service industry In <>r<kr lo ru,,;n·c comparable 

conclusions we decided tr, keep a bJlJ.rKe m the amount belonging to each branch H<>v.ever, 

i! has been chosen to select the 4 best known employee, in edch of th� sLn1cc branches 

7.1.4 Data Collection 

Having dctmed out target group for the empirical "'"'lpis v.e developed a questionnaire 

which was deliHred to the selectod ,�n1Lc branches !lie questionnaire was designed to 

provide answers to 011r fks�arch (Ju.,stmns, Jnd lo wwr the l�ornllcal success factors l"he 

questiornmire Wds 1eforn111IJ.kd scvL,al limes m order to ensure that the participdnb m our 

survey v.erc able to under<;t,md them When rede:;igning the qucsnounove \\e received 

,aiua\Jlc input \Jy "te�t persons" to "'110111 we presented the qucstirnm:.urc lor tc.Jting 1tJ 

comprehensibility 

v., hen havi11g questHm11J.ircs, L1Sually 11 can be calculated v, rth a respon5e rate of 30 per cent or 

below (Amsden, 1989) In order tn increa,e the response rate m out survey we decided !o 

deliver the questio,muire l<l the ,.,J.,.,L"'1 bank services personally As the bank were located m 

tit,, area of Oum elbought i! weren't easy to reac h Jbe fJH�stil>nnaire ""'" h,n><lul n, to the 

managmg employee branches lhis was considered to be imprn1dnt because the questions in 

our qucsnonnalrc include issues .hich are clmel y related to managerial issues 

Ho,�ever, 100 per ce11t v.e picked up personally All m alJ we ha,e contdded 4 o�rv,ccs bank 

Besides the fact that the managers felt commill"'1 LO rdurn the questionnaue due to the 

personal delivery "'" med to k""p the language used in the que�nonnanc as sunple as 

possible Ill Arabic but after I have trJn>hle<l 1l m En1shsh Tius ensured that also tho,c service 

managers who do not IMve a higher theoretical education under;tood the q uesuonnanc and ,�e 

um found , L pr"'1ornindlllly m Algeria 

The que,trnnnJ.1re consists ol three main parts which are m accordance with our Research 

Questione. Internal operations, service product and wm .. .epl, dlld finally the relationship to 

customer and their sat,sfaction All m dll v,� formulated many stntcments, of which ones 

relate to internal operdlion '""cs, Jnd other ones relate to the bank's SLrv,ee product and 

amc�pl. and finally ones relate to the bank\ rcldtrnn lo Cll!,lomers and their san sfacnon 
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11,e �lalement ""'" to he answered Oil a scale trom I to 4, v.,hcrcby I indicates absolute agreements 2 

relate,; to agreement, 3 stands for disagreement and 4 represei.11 abwlule tb.s.,gi.,emenl ooocemmg the 

corrcsp:mdmg stercmcnr. The reason bclund using [bi<; scale w,tl LO pnw,d" (ht, employee managers in 

\dIIOOS hank L'O'anche'J ,.,th tlie posstbilrty of giving the answers within a hmitcd range, which JS 

consid.,ro;I to be eesiei than havmg a range of, for Cll.ampk, seven pos»bk answers wluch JS 

suggested 111 the SERVQUAL model b} PJrasunmwn, Zeilh.m1J & Berry (1995), On the other 

hanJ v.c iLg,ud this scale as heing sufficient enough to express the respondent's pmnts of vies 

I lowe,er, in those cases when we pickedup the qucsnonnarrc personally, \W supplemented 

(he qu<lnlildtive questionnaire v.1th a qualitative dialogue with the respondent Tbc dialo�ue 

provided us wnh background mformatron and additional details concerning various issues 

rdatrng to the questionnaire These addmonal comments \\C considered when analyzrng the 

qucsnonruurcs and conlnbulcd thnefore to .tn 1mp10semenl of Lhe empmc1[ anctlySis and ns 

DOmprehensi bi] ity 

The analysrs ot the qucsuonnarrc is mamly based upon the sransucal findmg wluch m some 

mstanc�s Me supplemented bv rnfonnJ.tHrn gJ.thered during diJ.loglle with som<l ol employees. 

1he statistical aftermath applied throughout the crnpmcal analysis is attached in Exhibit I and 

E>.h1bi1 II 

7.1.5 Ddimitaticm 

Tbis thesis deals with serv ice providmg bank. !be focus will be solely cm private ser, Ke, J.nd 

001 on pubhc ones It apJ"'"" for u, more J.t!TJ.Ll1ve to J.nJ.ly.ce the service provided b) private 

companies because the. are profit oriented and are therefore more or less forced (O be 

cu ,LomLT oriented Thie, 1s mmnly due to ultunntive cu·,rnmu·, hm ing lo 8\\i[ch their purchase 

lo J. compdrng u,mpJ.ny BcLJ.lJ.>l, the J.ilun.;hvL "mis,rng from pllbl1c service providers, 

there" no dcfimte fon,e to he customer oriented fhe emp1ricJ.I J.ndl}SJS will therefore be 

wnJ,�1ul rn �d""Lnl pri sale ,crv1c� providers 

in the selection ot service providers \\C have chosen to look solely at services provided 011 the 

consumer. 

The cmpincal anal}sis is ba<;ed upon 4 selected si,rv1ccs lmnk i11 different service branches In 

our opmmn the selected br,rnche, ,,re repre,entJ.tJ�t' fo, the pn, .tk ,Lrv,cc imillstry, operating 

on the consumer market lhe conclusions ot the cmpmcal analysts, however, are first of all 

I.me for the selected services bank. But is our vie\\ point, due to their representatives, the, e Lan 

be condus10ns <lmwn on service mdustry as a whole. 
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7 .1.6 Reliability and Vahdrty of the Empirical Research 

I he spo:1fic ch01ce of research design has an mfmcnce on the v,ilirlitv ,mJ reliability of the 

research. When analyzing the questionnaires .1n,"e1e<l by the service managers, 11 IS 

neces.sdT) rn keep m mmJ the following drawbacks lbe managers "hen, .i.,kuI LO give their 

assessments concerning different managerwl isst1es. Her,:,by, it JS possible that the rl!lsv..en,, m 

som� 1mldm . ..,s, mirror rather the desired and "ideal" condition lhdl th� "real" one. 

Furthermore, 11 is important to remember that nrnsl ol Lhe answers from the services managers 

are based upon MlbJ"'Li, e .i.,,.,ssmmh anJ. nul on objective, and ma) be more 1diablc. source 

!be usage 01 questionnaires a.s tl.c foundJ\1011 of the research discloses the opponunit} ot 

wnduLL1011 qllihLdllVL Jtdk'J!UL> "11'1 lhL respondents thus tiler� is,, poknl1<1l nsks that the 

respondents inte1J1ret the que,uons differently than origrnull: mtemled This ns.i of 

1msundcTslandmg depends on the researcher's ability to fonnula!c questions 10 a concisi, .md 

unsmh1t11mi, mnn11cr 

I h. '!'"'�tl<lnnd1n' prnvu1c.s d1tteren1 �ptrnns to an�wer tht_ sldlcmcnts on a scale ftom very 

dgtee to very disagree. \Vben comparing the response from different branches m,mag<ll"s there 

rs a potential risk tbat the ev.11Lwuon of a specific statement ,� inwnsbLent among the 

respondent, This means, two branches manager's "h" hdve the same opnuon concerning 

on�"problcm nught differ in their evaluotions of Lh� problem 

Some questions relate to the branches manager's perception concerning the hJ.nk's strengths 

and weaknesses It should be kept in mmd lhal there exists the risk that some braches 

u1,uui;c:is M� 111u1� fu�us uu ll�i, ;,t,�"l!Ll1 !l,�u un w��k.11,H.;s Ihc m�11�r.' r', r,�t�nt1nl lfll'k 

of sclfcrrtrcism implies th,11 their ,nlS"ers need to be analy?ed "ith Lan lion 

It has been mtenrlerl to encompa'l.� in our sample an equal number "'llun each ser.1ce 

bra11ciles However, as the response rate 1s bckm 100 per cent, rt reYels th,11 the amount of 

service branches is not enough hul !he ammmt of the time too short to do a longrun study 

This circumstance should be kepi m mmd when review m the staustrcs m Lxtnbrt J 

7.1.7 Presentation of the Research Sample 
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l\.lgei:u has lll rcccm yed"', signoficant changes lktve entered the bank:mg bus:m<ls; bul !heir 

own, dcsp,le lhese developments. 11" ,till considered one "I th� countrie� that have not yet 

Cdughl the pale of other countries thdi ar,, Ra1dt m the use of means "fpayment 

! hereforc we wrll l0<,u.s on a sample of the Algerian hanking system by cimng a field visit of 

tl:c ;\]gcnan Ndtirnial l:lank BNA lo ,,a, nuxlem developments that ha,e lahn pl&:e on the 

b,mking system, especially m the area of means ol pd}ment and in particular the moat 

important way lo 1he bank a letter of creJ,l 

Before the study, we first provide !he Algerian banking syslem. as well as the headquarters 

lhc1l "" had tbe internship BNA316 then in the latter s!uJ1. "" applied rwo about the portfolw 

end foreign l!ade 

7.1.7.1 The Algerian banking system and payment system 

AThe stage.s through which p,t��,tgt:Wd} the Algerian banking system: 
The Algcnan b,mkmg system during the occupalwn \.\<IS an extension of the I rench system, 

lut afler indi,pen<lencc and smce 1962, h,mks have wnncsscd sweep mg reform, m view of the 

contradiction which =ists between the banlmg sy,tem inherited from France and based on 

hbcralrcm, a,...J Jc�i,kJ lu appwrtd1 �.., 11tw ,oci<1l i,l followers m i\ljicn.ui pohucs. 

For this was to l\lgerw you resort to nationalization ol bdnl, a.nd this is what actnally reflect 

the years 1966 ,mc\ remained Algenan banks arc going J.Lwrdmg tD th,, n1les ofwluch was the 

central system plaru�d bre<1l them np to economic change, \.\here n luv, 90110 dated 

14.04 1990 containrng the Code of Mone} arnl ln,m, which gave more impetus and dynamism 

nftll<' AlePnnn hanh snrl hss th� II lgPnnn \',,mkmg system ov\.'r several phases 

A 1 the first ph,i�c (l 9621966 ): 

Kno\Vn Algerian banking system SlllLe l 962 in the evolution ot the >lructurn ,mJ hmdi<>ns, 

allowmg b,mking mstitunous to cart) ou1 il� runLLion, to the fullest, because dunng this phase 

v,as the Algcroan bank.mg system consists of the exrstmg branches "l foreign bdnks, especiall) 

French 

• Central Bank ot Algerid (BCA) was established on 1311211902 

• Algerian Fund for Development (CDA) W!IS established on 07 05 1963 and then later turned 

to !he l\.lg:erian Development Bank (BAD) as of J0/0611971. 

• 'IJ.t1onal Endowment for lhc p10, i,irn1 aud the reserve was csLab!JShcd on 10/08,'1984 

• Algcnan nat1011aliL<111on of the batiking system m 1965. 

• fusu ume,ul ul Ll1c aHLJ!rn,,l 1.111 rt:11cy  lhe dinar Algerrnn  111 Apnl 1964 
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And what distinguishes this stage ts that at the begmmng of the existence ot the Algcnan 

Cenlr,11 Rank and the Council of the loan, the bankmg system rs subJLU lo the n;qrnrement" of 

the e>.1emal market am! ,loe, not respord to the needs of loLdl d�,elopm�nt because the 

cxistmg Jinanu.il institutions at that umc do nl>l wntrihutc effectively, but that its fundmg is 

very lurntml in lht: dreJ of economic growth, Faced with this ri,ality emerged an urgent need 

(o need to cha11ge the bankmg S}s!em, and this is what you will karn about 1( m (he m:x( 

phase: 

A2The second phase (19661970): 
ChdrdcterJ7ed the bank.mg system dunng this period, the establishment of the followmg. 

 Algen&1 National Bank (BNA) at 19106/1966 

• Algerian Popular Credit (CPA) m l 9103/l 91>6 

• E'Ckrnal Bm1k Algerian (DL\) m 19'1 Q, 1967 

I fus phase is charactcnzed as lhe birth of national banks, capable ot respond mg to the 

rcquucmcm, of the state and based on economic and souil de,elopment, as marked by the 

u,ntral system schema. 

And at this stage "as the Kational Bank tale care financmg in the agncuhura! s.eclor while 

Lhe World Hank interested m the external filldllCing of public institutions of an mdustnal base, 

and the Algen.m puhhc loan take care fmanemg transport sector, tounsm .mJ building 

mstitunons 

Then came the stage of economic reform rn 1970 

AJ  the l11i1Jpl1a�e (19701990). 

lhls Stage " the smge of restructuring of the Algerian bankmg systLlll, and had been 

charactenzed bJ the establishment of 

d  Bank of Agriculture and Rural Dcvclopmw( (BADR) 13/03/J 982 in the funding of the 

total agncuhural sector 

b  Local De,d"pment Bank (BDL) 30.04 1985 mt crested m (he financing of locdl pub he 

msututions. 

And Slllrl.mg from the year 1986 has assumed the Algerian bank.mg ,1s!Lm dnd d new fac.; a, 

it became consist> ot the tollowmg 

• fi,e wmmerc,al hanks· IlDT I BADR/ BEA I BNA I CPA 

• Development B,mk AlgLndn BAD 

• N,1.tional Lndowment for the provision and resene CNEP 
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An<l t.1>ks were distnburcd as follo"s 

• Publlc Works am! mdmtrial activity CPA 

• h,,,,,y indu,trie; BNA I BbA 

• amputation and the chem1>lry ol BEA 

• the energy scdm, BEA 

• Ab<r1culture sector BADR 

• lransporl Sector CPA I BEA 

• Loe.ti Development IH)L 

Out this drsrnbution thd IKJ! gl\c po,mve results and that refer to the structural unbalance 

from one <,eeLor l<l .1rn,ther 

Dming 1986 the latest reform at the leg,slalive 1�,d on the J,.1nks reflected in the issuance of 

two !CXN 

• Law 86/12 on the banks and loans. 

• T..:m 90/J O on the cash and loan. 

And thrs stage IS the s!.tge ol r�struc1uring of the Algerian banking system, giving greater 

autonotny to the banks in the area ot management and helped to rni<;e producli vuy, and this 

stage was m&rked by the establishment oft be currency board and the loan, with the 

knowledge !ha( ll,� law 90110 d.tLe<l 04 14 199() of the IQ,m .1nd C.1:.h had been chdllged b; 

d�c1110n of the \'resident of the Repubhc startmg m 2()()(), tn general, what notes on the 

Algerian bankmg syst.un thdt i, chardctenud hy some advantages. including that he 

C'IJ,;dUW01J m 1!1,:, [vuu vf (Olii,.vpv!)') svusis(s vf Ii v� \.UUIIU"' ldl lm1ils. "">Ill,!> fuuJ �nd 

reserve and Dndopmrnt B.mk in ddd1t1Qn to bdnb wnh .t special character as"' B.\.RAKA 

bank 

B 'l he definition ofBNA bank: 

National Bank is an institution of a commercial nature, in general, spccrahzed m fmancing 

mvcstmcn( pro1ccl� whue ,m.tll with 10 Wl)rkers, and middle tum of l 00 worker5 rn 

parncular, without exception, forge msutunons, which mclud�; 1000 "orkers 

 Inception: 

Algcrrnn Nauonal Balll: was established 011 13 06 1966 afia lhe problem, r.ti�ed sharply, and 

is not the problem offinancmg social sector. and founded (he Bank lo be a member to 

implement the go, cmment pohcy was the beginning spec1,1h.ced rn the firuncing ,md meet the 

needs of the industrial sector, trade and agnculturc and m 1982 Op<_,.,, Bdnk ol /1.gn.cuhure and 
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Rural Development DADR even !ah the lcnter 10 tum finance the agncullural ;...clor ha, been 

allocated and th� Algen,rn National Bank m the Jin<1ncmg of commercml and mdustnal sector 

Smee ll is th� sole supplier ofpnvatc msldullons and for economic agents, and this IS what 

co11sllluk s a circle savings and m ,c,tm�nl for th� Algerwn banking system, the banking and 

Iilld11c1,;.I circle comes on top Algerian Central Jlan.k (Bank ot banks) 

In the end, the Algcnan bdllk.ing system remain, the prupcrl} of !he SLdle in sp1k of ,Mrp 

compcmion on !he pnvat17.at1on of banks and opemng upit<1I Algiers and fig\lre below 

consist, CO"!. secondary and dchghlmg S<.,JV1ce� in Tl:s!A bank 

Figure 7.1.7.1 Core, Secondary and Delighting Services in BNA Bank 

Hank.s 

• fillllllclrd Ii 1Skllled PetsooD.el • �,dr.e111e ., 
Advbory •. Securif)!Sttfety Bfflnti£ul 

• FinaneiKI • Marketing hestin11tioo 
Tran,llcflon Reli'vanf Finnnrinl • v,.., Helpful 
{Juan, lnstroments and Skllli:11 
lnve!ltnent, Low Interest Ride Staff 

. itccount) , for LOllWI . t. PT0\'Ui9ll,q 
AJl�,lJ!Dti1.,. " 

"""""' •c ••• � 
l'ogl'Un">M{ilW 

' c , when ,\bctherJs, . 
Core SerHLe Secondary ServJLe Dehghtmg Sen�ce 

Source: BNA BA!\K 

7.2: Internal Service 

11,c Plll"Jl"'" of th.is chapter is to investigate specific issues conccmmg lhc mlcrnal scr,,,cc 

applied of service branches m BNA bank m our research sdmple The main ar�ds of mtere.,i 

are lh�ir i111.ern<1I m,irketmg �nrl their preferred management styles Thereafter, the effects 011 
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monvauon dnd sen.,1ce ["'rfom,ancc of employees will be in, esligdlecl fmdlly the SERVICE 

IlldJldger< d[ljllicutiou of control and traum1g mG.tsun:mwt, will be discussed 

7.2.1 Internal Marl..eting 

Th,s section aims lo analy,:c clements of rnternal marh1ing app\Jed lJl the selected service 

compames In the theoretical lounddnon of this thesis it has argued that internal marketing is 

concerned with rGgarding employees ,h ;nter11al customers, unplymg that the role of 

cmplo;ces i, equally important a, the role of external customers IL" !hadorc m!crprdu:l 

that one prerequisite for internal mrn:ketmg" a ,irnng inkrest in the emplo}ees showed hy the 

service mangers. Keeping in mmd tlw.l c"'tomer ,.1t1>faLtion is one nf the central gnals nf an:, 

serYJcc wmp,my, ,t dppeais noces._sary to satisfy the employees a.s well lmestigations 

concerning th� degree of employee sat1sfact1on will provide mformatron about the estimated 

l,,vel of ml'"Ill,tl marketing It can tbe,,,by be assumed that there exist a positive correlation 

between employee sansfacuou aud a succes,ful h,m<lhng ol m!Lrndl mdrkLling. 

In our empirical stud} of internal marketing the flrst issue of interest is the 

management's a(hlude lov.drd� lhc1r ,uhordmdks Every m.1n.1�er m all of the four 

branches regards (he1r suhordm.1tes as their most nnportant asset I he importdnt role of 

employees is mostly stressed, but also service branches which have been characrcnzcd by 

Luug 111U1� kd111i''dl lM,,.,J, fu, �xu111pk f«l lh� 1111pu1l.ar1<,� uf (h�ir huuuu 10::,uw��s This 

mdicates that in all service branches of our sample the prcreqursne for successful internal 

marketing 1� fulfilled 

Tue second issue or interest m the context of mternal mrn:keung ,s the le,el of employee 

satlsfacnou TI1e employee's branches managers were asked to evaluate the level of 

sahsfac110n of !heir ,uhordmates 95 percent of the responding managers are convinced that 

their suborJm.1ks ,,re s,,ti�fied with thell work. 

All mall 11 Call be sa.d with one rnim,. t'X<.t,;,!1m,, !haL all serY1Le mangers 0f our �mp]� fullil 

the pr�requ1s11e of successful internal marl:ctmg. 

7 .2.2 Management Styles 
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Having ,malyzed (he issues ol mtemal markeung rn our rese<lfch sample it 1s no" ot interest 

ID mwitigatc the dpp11ed mandgemcnt Sljle Tn our theoretical fouml.1tion a d1Slmd1on of 

cl,fferent dcu,ion makmg processes hd, been presented Authority, consultative, dnd group 
dccrston Anthonty decision >(yle corresponds to a ra!her result oncuted management <rtyle, 
"hereas consultntivc and group decision styles rdtrr lo a more proces., oriented mmagemcnt 
style 

The authority decision style JS char.1<.tenzcd \\1th an extensive vertical distance between 

management and its subor<lmates, an mvrgnificant cxchauge oJ" information between 

management mid ns subordinates, which is prnnaril} based o fom1al commun,cation, and 

finally d preference for makmg decisions themselves "ithout encornpdss1ug employcc,' 
opmwn. 

Opposed to nus, the consultauve anJ �rn1p M.<'1�1nn ,1yl� cnn be id�nt1fied with a rel<1ti,ely 

srn<1ll vertical dl�ncc bet""'"" management and rts subordinates. Both �tyles focus on <111 

intcm� exchange of mformauon, which is primarily based on personal contdd&, and 

furthermore subordinates' opinwns and thoughts are considered. In Lhe consultative dcusion 

,n.,kinE •l)lr the man�g,., has the fin•I J�<.icwu, ,.,h�r�m. tho group dwmon mukmg atylc 

mcnvaie, employee, to participate dC!ffely m ilie .ictual dcc1S1on making. The l�tter requires 
a high degree of mformanon exchange among employe,;,s in order lo flln<.t1on effectively 
He,� 1, or�drn?nTl<>Ml structure uflh<: Algennn Nntroual ll.,11k llN,\ 
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Manager 
Figure 7.2.2,1: Organizatio ,, 
structure of the Algerian 

Natlonal Bank BNA 
Deputy Manager 

j 
Secretariat 

• • • 
Operations lnterest of the Fund Interest undertakings Interest 

Department wrth the Business & Loans managernen1 
OIJlside 

Import Branch Branch Windows Branch of the public Users 
sector 

• • • 
• • 

Export brcncn • convcrconc • Br.mch of the pnvate 
• • 
• sector • 
• 
• 
• 
• • • 

• 
• 
• Portfolio Brandl commrtments • 
• 
• • and disputes • 
• 
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Clearing 

Control 

Source: Directorate of bank interest and means of organizational Told of "BNA" form 
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Approximatdy three qudrters of dll re�pondents JX"'fCe1ve the urt1cal disUIIKc between them 

,md their suOOrdmdtes as being mthu small. In comravt our sample KNA banl.. is 
chara�terized by hdving a relative!} Luge orgaruL.J.taonaJ 01.le with many h.icrarchic,11 levels, 

which m relLITn make d close cooperation difficult and enlarge the vertical d1 qdnLe 

T<> the question \\he!her the mlmmation e�changc (files place d more per,ondl basis, 8j pt,r 
ccnl of all sen ices ma.cmger; m our hdnk agreed l he numbers indicate that the \ ast mujority 
nfthc service managers cxch.mge inform,1tion wnh their subordinates on d personal basis On 

the other hand, it revc,1ls that brnnchcs managers which do not cxch,mge rn.tonnJ.llon on a 

personal ha.sis seem to have a rather tonn.11 conunwiicntion pattern primanlv hased on "nll"'1J 

rn.1terial Fmully 11 is Df interest to investigate the degree of exchanged informahon among 
emplo;ees 

,\1) m all can he said lh,,t all follr decision making s!vles can b� identified m our 

research sample. In our bank there is d tendency to pursue a rJ.ther authority decision 

sly le which corresponds to a more result oriented man,1gemcnt style This IS rooted m 

the htgh h1er.1rchical distance and formal cornmurucarton patterns and only a hrruled 

u,d,,mge of lnfrnmstion both between management .1nd subordm.ites and amon!( employees. 
J:'otcntrnl problems concerning this manag�ment and d��1�10n makmg style me to be seen in a 

lack of Ilexibihty to adjn�t to adj1L�l to employee's needs and requirements 

7.1.3 Motiv attcn and Performance 

Having 1denl1ficd ditlerent management styles .1mong the sers,ces bunk of our sample, 11 is 

now of interest to analyze the impdct of a spcx,1l"k management style on emplo}ec"s 
mcuvaunn lt has �en argued that sell m.magement ,.md rcspons1b1lity have a vrgnificant 

influence on the employees level of motJvahon and job iatisf,lLtlOll which in return have Ml 

impact on the external value dohv�red to customers. By J.sking all branLhes managers to 

evaluate wh�ther their employees work hard for �J.t1sfying the customers and the level of 

�mployec satisf.1d10n conduswns can be drawn up<m the effects of a parl!CL1l.1r management 
Sl)ie 

Conremmg tho le,el of mohv.ation S7 percent of the resprniding s�,v,ce manage, s beli�e that 

all employees arc dom!\ their lxst to satisfy the customers In vanous brdnLhes there ".;_ 

relatively �ilorl distanu between management and subor<lmates wluch enables them to 
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monitor the emplo}ec s performance tbemsclvev fhc ch,se contact and mterc1L1ion seems to 

monvate employees to conduct their jobs 11s expected Aho b,mk nlllrJJgen, evaluate their 

employees to perlom1 aduill4ldy m order to s<1t1�fy customers. In thls case the high 
h.crar�h,cal distance .1eems to h.1ve no negutffc influence on the molnalion of 5.<lrv1ce 

employees One possible cxp!,mation " Lhe high edocat10nal level of bank service bnmches in 
OUI research sample 

All mall 11 can be said that the VCI) majonty of ervicc m.;.nagcs evaluate the le,el of 

n10t,vation and performance of employees as hcu1g sau ,factory. It has been shown that t}1t,Te 

" a pos,hve condution between Job sansfacuon and m0!iv.11ion Moreover, takmg the 

managemcnl style mto account the empmwl analysis reveals llwt no significant correlation 

can be found between management style J1ld the cmph;yee's mol1vation to satisfy the 

cus(om�n. Um it i, important to keep m mmd lh.1t the cmpmrnl survey ,, soklv b.1scc! on the 

bi anchcs mangcr"s point of �,cv. which " not to OC ,....,,, <IS an obJ,cf1ve measurement 

7.2.4 Control and Training 

Jlavmg analyzed the service branches manager", perception Loncurrmg employee's 
level of motivatron and sallsfoct10n 1t is now if interest to invcsL,�ate whether 

managers have the ability to control subordinate's performance Because the role of 

front line employees is crucial when customers evaluate a sen ice encounter thus 

havmg an impact on !he service quality, it is neec>s.1ry for branches managers to 

momlor their cmploJ�c·s service delivery performance. Exarnming v.hether managcr, 
control the performance of employees will enable us to e,dluate the v.1lidity ot 

branches manager's perceptions concermng employee's m"t,v,,tion levels Only when 

control procedures are prevailing managers ate able to a,,,,,.,,, lhe employee's performance and 

mol,vdtmn adeq,mte!J. Moreover, when it turns m1t that the service delivery is unsati;Jdctory 
the llld11.1gemcnl hus the choice to provide trauung programs to their service employees and 

thereby enhance the q,mlity of lh� service dd1,ery. 

Tlk empmcal survey sh<>ws that \h<., majorny of sen ice companies (82 per Lent) control !he 

performance ol their cmploy""S. Mo;tly in service branches managers m DNA bank 

cmph.i._,i7e thclT nhility to control the sen ice dd1 wry performance .,f their tmployees In thrs 

context it is OC!1e""l that the performance control rel.1tes to economic numbers. for example 
gross margm.s. 
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>\11 those serv1Lc hranches m our sample \\hu,h state that they measure the performance 

prm 1de training programs to their emplo)eeS However, 1( " rnkruling lo observe lhdl some 

sen ice branches which <lo not measure the performance oJ their emplo}ees also provide 

trnirung progr,un� Aud the manager's brnn�hcs seem to be able to assess the need for s.enicc 

improvement� 

73; Service Product 

The purpose of this chapter is 10 .m.ilv.,e the responders answers concernmg the senice 

product th�} deh,cr �irstly lt will be mvcsngated ho" Lhc sample distmgu,sftes between core 

and secondary services. The further drstincnon into dehghlmg ,cr.,u, hds not OOl,-n 

wmidered m the analysts because it hdS been rn" difficult to dctcrmmc the delighting service 

annbUl�, !or the .crvice managers lhereaftei 1! "'11 lx., c1J mkrcst how ,er.ice providers 

<lc,dop their service otter Spccinl f,,.,crs will be on the source ot mspiranou bclund the 

development Fmall), a potential gap between managL1ncnt's and customer's perception 

concerning service quality will he .11rnlY7e<l 

7.3.1 Core Ecrvicc r und secondary Services 

ln chapter five services have been eharauerirnd wnb core senice and secondary service. lbe 

services brunches managers in our sample ot different ,en1u, compume, w,,re .1.,ked to 

descnbe \]lt,11" core .crv1cc and herearter their secondary service This JS consalcred to be ol 

mt�rest because secondary servrce aUnbulel '"''" 1dent1fied to create and su.stam a 

oornpct1t1ve advantage. Demg aware of ,me, SU.<m<ldry service atnibutes can be helpful to 

determine the compctitiyc position of a scrvs,c ban! •. Sen ice cump,ilue� "lud1 �onL�nl.ule on 

,mµrovmg and developing thei.t service attributes h"'" in g�nual rnme possihilili<,S lo 

increase th ctr servrce vJ.lue J.n<l structure the service offers. 

Only .1 fe\\ branches managers were able to recognue their sel"\/lce cme pmduct an<l 

Sl,C{]JH.!,try J.llnbute,. One explanation might be that the bank bus1nc�� i� rather complex (from 

loan to investment a<l"ce, fina11cial consulung mdudmg tax and insurance issues) wtuch 

makes 1t d1fficnll to <ldcm1ine one single core service Despite this unawareness Jt is not 

likely that the compctitn e pos,hon of BN >\ hJ.nk is threatened. ll1e mam reason 1t is seen first 

of all m the high swrtchmg ''"l' due t:n �r,rn1al anrl trclrn;r:,I rlrrlt""nrlrn�y .,1,;r], p,�vrnr 

customers from dckclion Second!}, lh� hdllk br,rnch is characterized as bcmg rather complex 
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and knowledge ha,ed which represent mwlher entry burner. Tbc need for identifying the 

various service levels seems lo h<, a of minor "compehhv.," impm1nnce in the BNA bank 
h1anches 

7.3.2 Service Development 

Having exd!Timed the branches mangers ab1hty to dctcrmme tht, \..tnom ,enllce levels, it is 
uow of mterc,t lo dndi}h! how the specific '><lniu dtlributes arc created and developed 

Special focus wil I be put on the SOW"<.es of inspiration bdnnd the <le, elopmem This provides 

insights on "hcther the management dictates mm .1llribute, or other sources of msprration are 

mvol ved, for ex.imple employees, customer,, or competltors 

ll i, hehe�c<! that when cu>Lomers m emplo:,ccs arc nnolved m the de,elopment of new 

service aHnhutes, it JS more hkely that the needs and expectations ot tk Cll.slorn�r:s :ire 

encompassed m the ,er.ice delivery. By takmg the opinion of customers and tronthnc 

�mplo}N"s 1n10 s�N1tm1 v.ncn developing the se,"c� olkn;. n" possible tor the manager to 

ml.Ilirnim, or e,entual close, gap 1 of the Conceptual Model ot Scrvrcc Quality (P 70) Gap l 

refers to the d1Jlcrcnce between customers cxpuldl1rn,; <1.nd management perception of 

customer exp,,<,t,lllons 

Th., empirical research shows that the very vast majority of lhe respondent, (95 per cent) 

�rnph1111� that they arc conKt•ntly developing new cervrce ofkrn or 11nprovmi; tho om�tm.:;; 

ones Jc i� now ofimerest to investigate whKh p<1rtie8 arc imolvcd m the product development 

process The sur.ey indicates that 25 per ant of all responding branches bank managers. slate 

that they themc;ehe, participate actively m the cr,,<1l!on of new service offer 85 percent 

stressed !hat front lone employees v.ho slay rn direct contact with the customer rue involved 

"hen developmg and cnhancmg service offers 

7.3.3 Customer Orientation: 

Havmg analyLe<l how the branches bank manger, create and develop th err service otters, 11 ts 

no" or interest to analyze the manag<.,Y's '""' perception of their ability to meet customer', 

needs and cxpt1Ll<1tion, l"he managers were asked to dekrmine the difference between their 

perception oJ ,:ood service and the expectations ol <,ustoniers. The answers will provide 

insights to the potential gap 1 rn the Conceptual Model ot Servic� Qudl1ty 
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In the !)el\ ious secuon 1l 1,.,., l>een shown that the ,.,.,l mflJOrtty of the service mdnagers m 

BK,\ bdnk take vanou, f!<lrties, employee, customers, and eor1pctitions, into account v.h.:n 

developmg new service olk,, or when improving the exi,ting services It is no\\ qu�stionuble 

"'heth..r the branches managers and Lu.strnners regard as good service, seen from lhc 

management's porn! of view. 11 is wrnth menuomng ilw.l tht, .ictual size of the gap rnquires .i 

eompari,;,m between the cu,torner's and management's viewpoints "hiLh has not been 

possible based on the chosen reseMLh design 

The empirical survey reveals 95 percent ol the res1'ondrng managers IS convmced that their 

"'"�cc offer i; in wherencc with the customer's expectauons All hranches managers m DNA 

bank pouu out that their perreption ot good 1erv1cc corresponds with the one of their 

customers. Tln, mdrcates that those managers arc qmtc SW'c thdt they service satisfy their 

cutomcrs Furthem,nre, 11 appears !l1.1l Lh� m.mogcrs m these b1,mche, hdie,e to receive 

sulliuent inputs eoneemmg customer needs 

1\11 m dll, the rmpressron arise thdt managers arc m gen,,rdl convrnced about their ab:tl:t!y lo 

meet customer's expc,Jations and thereby sdtisfymg the customers They assess the size of 

gap ol g.1p l to be munmal, bUL ds s1ated earhcr, the assessments do not reflect the "real' S1Le 

of the service qnahty g,1p 

7.4: Customer Satisfaction 

Havi11g examined the service product and the determinants behind its development as \\ell as 

.m. assessment of the overall customer orientation, 1t dppears of interest to evaluat� the <l�gre� 

of customer Sd.lisfacti on from the mmMgement's viewpoint. This ,s done by firstly look.mg at 

the general .nutude rnwntd.9 customers. Scwnd, potential problems concL,mng the qualit) ot 

tlw <ldi,cr�d services \.\!II he e�timated by using the vanou, ,crvice quality duncnsions as 

outlined m the theoretical foundation 

7.4. I Attitude towards Customers 

In order to satisfy customers it has been argued Lhd( ,erv1cc companies need 10 spend strong 

efforts to delermine customer's need, and expectations One pre1cqm;ite is seen in having the 

'right" attnude towards customers This implies that serv ices banks h.ive Lo put their customer 

in focus ot their ,�rvice operations. both wrth re,pcd to service development .ind ,crvi�e 

delivery. It can be a"umed that satisfied eu,101ner5 can only be achic.c<l when (he 

managt,ment regards the process <1f aclnevmg customer sah facnon as thcrr O\ erall goal ft JS 
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bchcvc<l that having ,horttermc<l Ilnarcrnl objccu ve a� the overall goal docs not contribute to 

Lht, highest possible degree of customer sah,faction. 

1hc empirical rcscarLh demonsrr.ue, that almost 100 percent of the respondmg branches 

manai;ers reg,rrd their customers as the m"st 1mport,mt asset Moruwer, all respondmg 
manager> stres.s that !heir overall goal "to sallsl) th�ir customers Tlie results mdwate lhrlt 

there seems to he " tremendous awareness wncemmg !lu, nnportancc oJ" customer.; m the 
SCf'IJCO mdu<;try 

7.4.2 Measurements of Customer Sativfaction 

Having analy L.00 the attitude of manage, concerning their customer the next point of interest 

JS lo determine how managers assen the actual level of customer sallsfaction conccmmg !heir 

service dd1,er:, .\1orc,Hvr, ,tis essen(ul lo find cut ,,hLLht,r these asscv.inent, ,,re base(! on 

ubjcLlive measures m "" the braccae, manager's own indtvrdual opmmn 

Almost all managers uf om restmch sample (97 perccnl) per<e,ve their cu�lumers as being 

ansfied with lhe1r service pcrfonnance. Tln, indicates that ne.u:ly all managers seem, t<> 

succeed m fulfilling their O\erall goal ot saMfymg their cu�lomers But as these answers 

reileLl the branches RNA manager's percepnon it 1� now neccsMr) to find out whether 

ol�cCl1'e measurements are belund the1r s1atements . 

,\ 11 m all 47 percent of the responding service branches use professional ,e,card, in,lillllions 

l" um1l1 K t rnstnmer sau stsction �mvey. 

All Ill all 1t can be said thut only a limited number oJ service compamc, can base their 

percephun uf customer sau sf,iction level on objectii.c figure,. I lowcvcr, the ad,ial level of 

customer Mtul�Liuu i, ,�1y Lliffi<luU lU �Sl.lIJJd[e. Th�,e dlfficuhles al"¢ relnforccd bulh h) the 

, anons dimensions of service quality and by the fact that scrvicu characteristics are d,Jli�ult 

to evaluate from a customer pcrpecuvc Detcrmming the actual le,d uf customer satutaction 

depends )k)avily un lhe applial methodology and therefore an owrall assessment s.eem, to be 
Out of scope. 

7.4.3 Service Quality 

It ha, been outhned that determrnmg the overall level of customer saML,ct,on is a difficult 

discipline The objccllvc of this sectson i, the, efor to analy a Lhe quality ot service, m d more 

detmkd manner. 1\5 97 per cect of the respond111g service hrdnchcs managers m RNA bank 

claim to be aware of lhcir strengths and weaknesses with re,peLt to the quality of service 
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<ld1veric::, it is apprcpnate to approach the manager, perce1,·ed level ol service <Jlldhty It ha, 

been pomted out in the theoretical foundanon that the SERVQTJAI framework encompasses 

fi,e distinctive dimensions T,mgibles, Rclrnbllity, Responsiveness, Assuranc,,, dnd Empathy, 

Aokl.ng (he service managers lo evulnate each of the five dimensions \\111 pro,1dL \dltwhlc 

insights conccnung the �(ren,,>ths and weaknesses \\hen satisfying thc:!r customer, Again, it rs 

worth menlloning that only the m.llldgemenfs pcrccpl10n h,1' heen encompassed. but m tOC 

final end Jt is only (he ellslomer who JS able to determine the "real" quality of serviLes 

7.5: Service Recovery and Customer Loyalty 

Ha,mg ,m,1ly.,.ed the service qudhty from the branches ma.i1dg�r, pers!"'Ll1ve m l:l�A bank, rt 

is now of interest to 1me,t1gate the situmon v,hen, �llstnmer� arc dissatisfied ,wh (he 

ddnL'ILd ,ervice quality. f,...o 1,suc, dppear thereby of m!crL�l Fir<[, ho" services bank 

handle the compfaml> from dissatisfied customer, Secondly, m cases where the customer 

docs not complam, the oblecuve w,11 OC lo find out whether the service wrnpdrne, hav� 

procedures for regtstcnng cusl"mer defectJO!lS. In addmon thJS, as ,t has been argued m the 

thcorctirnl foundatlon that loy.i.l cmtomers arc profit gcii<:rd(ors for ,�rviLe compames it is 

therefore ol interest lo invest,gate the attitude of bunk services towards loyal customers. 

Her�by assessing their awareness coucerniug the importance of hdvmg loyal customer for a 

longterm profilahility is m focus, which will pro, 1de tl.e opportwuty to tdcnttfy the preforr�<l 

murketing strategy ol a particnlar service branch. 

7.5, I Complaint Management 

In theory 11 has been argued that effective serv1c� recovery procedures can (\un d dissatisfied 

customer m(o d satisfied one. He1dl) lht. impurldllL� uf t.omµltim mdf1<1gt'fllenl WdS 

emphd.siz.ed Askmg the service managers about their proceedmg, rn handling complaints will 

provide Vdluahle insight m the cffrctl\eness of service reco,ct} among lhJS b.rnk of our 

research sample 

The vast m,,jority of the bank service managers (97 per cent) points out that they take 

customer complaints scricu,ly. They stress that they w,� UJIT1plJml; in two different ways 

Frrst of all J direct reaction to a se,rv1�c failure takes place, an<l h�reby tnming one specific 

d1,sah�iiW customer into a satisfied one Secondly, manages state tl1d( Lh� complamn, are 

seen as sourceo of mspnution and are used lo constantly enhance future sen rec dLh, cecs. 
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7.5.2 Customer Defection Registration 
It has hccn shown in the theorcucal p.trl lhat nm every dissatisfied i.usrorner chooses to 

complam It is Lhud"ure of interest to analyze whether serviLe compames have procedures for 

rcgistermg customers defections llavmg dfrcti,e procedures endhlc the bank services to 

1dw1ltty potentidl customer do.sausfactlon, and thereby possib1llt!cs fr,. enhancing the quality 

of their services. 

I he empmcal wd1u1Les that )8 per cent of all '"""' ,u., managers dalffi to have procedures to 

register custom<.,r defection Tlus implies th.tt 42 per cent of the bank services does not posses 

the opportunity rn conduct service nx:overy, 1n cdsc, where ili<., customer does not cmnplam 

lt has hcen argued that a dissatisfied customer informs other people about hi, ba<l servJLc 

evpencncc, \ShJLh can have ,1 11egdL1, c effect on lhc replllation uf the serv,�.:: comp.m,�s. and 

thus <:>n potMhal customers 

In the UNA bduk, approx1mdtely 80 per cent of the managers claim L<> !rave procedures to 

register customer dcfe�Lion. 

7.5.3 Customer Loyalty and profitability 
ln ihL theoretical part of this thvs1s it has been outlined thdt customer satisfaction endsup m 

customer re!�nuon )•urtll€'J"morc the outcome of Jong·l�rm customer relat,onsh1ps has been 

Je><,rilx:d a:, pculilala\1(; fv• Lank in the long run Tho purpo...c urtlnt. uction ii therefor If> 

cmumne trnl service man.iger'ii Interest in long r.rm r�lrl1«1n,h1ps to theu customers Tl,js is 

viewed as a prerequisite lor satisfying customers Furthermore 11 needs w k analyzed 

whether !he loyal lU.\lomcrs receive adequate ancnuou by providing them with special 

treatment Finally, it i, of interest to investigate th� service mduagcrs remhncss to accept short 

v.1ludblc l!ld1catious m how f.tr the importance of uv,lornu loyaltv " prevaihug among 

service mand;>;l'tS m llNA bdllk . 

The survey r""cals that 1 ()()percent of dll service managers m our sample stre'>.� their mt<:rnt 

m devel<ipmg long la�tmg relation\hips to their customers. Th,� indicates that all branches 

fulfill one prerequisite for satisfying customers m the longnm It appears ol mrerest whether 

the managers are able to liveup to thctr strongly expressed m!crest in lo).11 c11stomers. lo the 

question rcg,mlin,: the share "f loyal customers almost 1 ()() percent claim that a forge tracncn 

ol their customer base com.i;ts of lo:,al customers IL S<MIIS tJ,ercforc that all responding 
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ser\ite managers ar� able to fulfill thcrr ambiguous ohjecllvcs conL�rnm� a loyal customer 

base 
It ,s srgniflcant that 100 percent ol bank olTer spccm I treatment to lhe1r customers. The stnmg 

efforts lo keep customers corresponds lo the fact that these branches hme been cbaracrcrced 

as ha�mg an intense cuslomcr contd.cl an providing lu::;h invohLment services. On the other 

hand, those branchLs which have been charadenzcd a, having low contact mteracuon "ith 

their customers and providing a rather low imuhcmeot serHce produus have a clear 

tendency not to distinguish between new <lil<l cxrsnng customers I his rs rnHinly due to their 

mabililY to 1dentify regular custon..:rs, as mentionLd before 
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P 'llif IV· CQl\'CT us10-r,; "-�------------ __ 0Cs's h,affi"'"c8c,_ , ;Cc <>socslsw •·s,s• 

PART rv. CONCLUSION 

Chapter 8. Ccncluvion 

The PlllJlOSC of this chap lei is to ouUine the elements, "hich mlhiencc. re�trict, and enhance 

customer satisfaction fbc elements identified 111 the thu,retical Ioundanon "ill be ro\'1ewed 

am! compared to th<, findings of the cm pm cal rc,ed1t:h F1rsl the 1s,ues relatmg tn the mlemal 

operations Will be outlmed l 11coe issues cumnbmc lo the ex!Lmal perlorrn.mce of 1ervicc 

companies. Secondly, the extern.a[ val LIB for service customers and their sa11siaLt1on v.11! be 

re,',�"ed from d strategic pomt ofv1ew. Fnwll), the rnlrrt1on to customer loyalty aml 
profitability will be 1 llummaled 

I have 1dcn!Jfied i ntcma! ser\ ,cc, ,is the cruc 1<11 element "h 1c h mflL>encc, lhe extccnal 

perforrndlice of ,,.,,vice compamcs. By internal seiYiccs we interpret the varrouv operatronc, 
professes, .1nd act, vi ties which influence the beha, ior of service employees fhc relevance oi 

u1ilimf ;Jnt": the internal scrvrcev , , toundcd m tl1e sc,v1c� marhtrng mid n111,111i,;,.mLn( 
propm,tion. fb,, proposmon argues that extcrn.11 success i� rooted Ill.;_ weH tunc!Jonmg 
orgamalmn. It ha, heen .'Jtown that the followmg issues are or import.1nce for the 

optmuzanon of internal service, Internal marketrng, management .1nd dcc1sim1 makmg styles, 
motivation .1nd rewards systems The mmn ideas bchmd each ,ssuo, will be n,vised both trcru 

the theoretical .1nd the empmeal perspective 

fht, ooncopr of mrcmal marketing pi �,u1L..:e tlwl Lhe employees regard their colJ,,,1:;u�, �, 

mkm,1] customers flu, unplics th�t every employee strivco (u sat,sty the,r coworkers One 

prcrcqtusrte is !ha( the management fac1hl1es internal 

Cu.stomers. This unphes thm every employee ,t,ives to M[i�fy their co"orkers One 

prerequisite rs thal the manageinent facilities internal markolmg b; expressing their strong 
interest rn their subordinates The purpose is to Crute a woilmg environment, wluch suppmts 
foe close cooperation he,tw�en all members of J.n orgamzauon lt has been argued that a 

favorable working environment ha, positive clfoct on employee's Joh �J.li,fact10n 

Consequently, their rnt1�facrion stimulates employ e�s to JX,"1:lunn wcll m their service task 
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In practice 1[ appears thot alm<Jst every manager m our sample of four service branches in 

BNA seems to fulfill the prercqm site of vucccsalul intenldl marhung The manager s mterer 

in tlk,1r suburdrnatc provide valuable mdtcauons concernmg !heir prefercncc, for a b, oiablc 
environment As lhe managers Cvdluatc the level of job saneacuon very high ,r JS concluded 
that an effccuv e mlL, nal mar�etmg " prevat ling 

4nothcr issue which affats the mlernal <ien1ccs \,ere recognized dS the applied man.1gemcn( 
style lbc follo"'mg distlncuons appeared as useful Fir.st th�re is tln, authority decmon 

makmg style wlnch r, charadcnz.c<l by the man,,ger's preference to make dcc1sm11 on !us own 
without wnsultmg mhcr members of the orgamzauon Hus dccrnmn makrng sty le which 
imp hes that the economic bottomlme rs in locus without paying attcnlmn to the emplo:, ces 
welfare 

&um<lly, !hel'C ls the consultauve decision making style wluch imp hes that the managers tdke 

their subordinates op,mon mto account when rnal..jng dcci,iou.s. This krnd of dec1s10n mak:mg 
,t) le rcg.ir<ls empl,,yec' s rnruts an<l feedback as � 'lim1"f'r of mspirauon which um bo uod t0 

cnhdncc the service dehvcrv process, but in the end of the day the 1nanager makes the final 
dcc1�10n. 

Fmally, there is !he grrn1p decisivn mctkrng slyle which 1s charaderized by tile m:u,.iger s 
prefore,ice to delegate l.L,ks to subordinates who .ir� <ICll\ cly involved rn the auual dcc,smn 

making process. The final decision i, made upon a group 

consensus. D6!h tl,c ccusuuanvc aud lk group dcc1Sio11 making styles correspond to a rather 
proces, oriented m.rnagcment style This style requires that the manager motivate h,s 
subord1Ik!tes to 1denti1) themselves .in unp<lrtant asset of the orgarn zauon Tlus nnpJ,.,,, llkil 

manager empower and integrate thrlr employee, by coachm,:, aupportmg, und involvmg thrm 
in the delivery of SCTV!Les Opposed to the result oriented management styles the process 
oriented st) le fow,es 011 the cotter elements of the orgarn7.atlon. 

Rcgardmg dLLiSJOH lll4king and management styles m practice, the empirical rCsCdrch show, 

that all these declSlonm41.ing styles can he idenulicd among Lhe four selected service 
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branches. In RNA hank there has been «k.nnfied a Lend ency to pursue a rather authority 
decision making >t) le which corresponds to a more result oncmed flldnagen1<.,n[ sl} I e. 

The Jina) clement which intluences tnlemal service rs the relation between IIKJ!l\ anon and 

employee', pcdonnance fn theory ll has been argued that managers have Lo recogmze 
empic>Jee s needs and expectations m order lO stimulate them the best possible manncr 

Several different 'ways lo motivate emplo)ces ill, e been out\mcd Special artennon should r,e 
paid to respect empluycc� and strengthen then sellesteem The k.c) of emplo}ee mol1valion 

JS lo create ,m environment, which provide employees with !he freedom to develop �rsonal 
and professional skill, Both have ken considered to mueasc the overall job sansfactwn end 
perform.mce 

fills theoretical assumption lw been proven n the empin<,al rc�eurch. It h<1s been shown that 

there 1s a posit, ,e coudnLion bct""een Job performance, moti,at10n, and employee 
sntisfuctmn l lowcver, lhc empmeal sur,cy did not prcn rde an; proots coccermne the rclmmn 
between the d<gree of employee carlsracucn and the apphed nrnnngement approach. 

In addition to internal services ihc extcm,11 value has been rdentrfied as cruciul for mllucncing 
cmtomer sati�facl!on When designing services " distmcnon bet ween three levels of sen ices 

has been done Core services rel<1te to the basic customer benefit lrom the suv1ce transaction. 

TOC delivery of corr '.f'rv,�rs .s supported by £ttondnry unJ delighting �et v "'" .\.s U1e u,ri;, 
acrvicc •� �""> HHtklct: !Ii� µruvMon of scconctar:,, and dehghting '1<'rvi,·('s ls nccessarv m rn der 
!() crc�tc and mamtrn, a wmpetltlve advantage V... ht:11 developing thos.c �dv1ces various 
sources of msp1ration wn be con,1dcred Frontlme emplo)ee,, cnstomer:;, and cornpctnions 

In practice 1l h.i.s been -hown thal only a minority of manages is able to recogmze their core 

and �ewndary �ervicc aunbutcs, only holel manages succeeded in nMking tlu, dicnncrion 

The re,eureh rneals that all branLh�; make use of all three sources oJ mspiratron It is 

believed !hat the wmpany', abrhty lo meet customer needs an<l expectation, has a direct 
mflucucc on the ov e, all cu,L<>mcr saMf<1ction. 

In Ute thecrctrcal fonnd<1tion the Conceptual Model of service Quality h<1s been d1s.cn,;sed 
Tirn model provides comprehensive insight, to potential reasons for cu.slomer bcmg 
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dissatisfied with a seJ"ViLc performance Uy minimizing the various gabs it is possible to 

increase the pmh..tbtht) of meeting customer expectanonv .1n<l thereby increasing (he le\el of 

customcJ" sancfactlon 

Jl,e difference hd,\een nMnagement'� pcrccpti<m of customer need,, and cu.swmcrs 

expectations represents gap J The cmpjrical research Lha! the &erv1ce mu,Mgcn in general are 

convmced about (kir ability t" meet customer s neOOs and expectauonv and thereby 

sausfy mg the customers. From the management ·� point of v1u, 11 is estimated th.1t the g.1p I 

i� ilfhmited ,i;..c 'lhis rdnlorces the overall impression th.1t manger" mall service branches 

arc sure about bavmg the appropruite <ourccs to devdop high quaht) s,,r.1cc. 

Having presented the Concepludl Model of Service Qu.,1,t� wlm..h out) i nes , ar1ou.s reasons for 

potential service failures in an overall manner it is valuable to cxamme the cri Lena behind It 

has been argued that service quality can be m;ulL more operational h) mtroduung five service 

dimensions T angibks, Rchabihtv, rcspon,i, encss, A vsurance, and Empathy 13a,;;,d rn1 !lic>e 

dimensions tbe customers are able to evaluate the ,;;,rv1ce enc.ounter. 

The empmcal research reveals that managers h,,c different opinion, about th<l1r strengths and 

weaknesses concerning each s,,rvicc qualit) dimension. 

In the b,mk sector all man.1gcs see their tangibles, rdwh1hty, and empathy as their marn 

l'"tp•n(l'h< I "ne1 r>l�.s ;n hank� relate to a luxurious niter ,or, which creates a trustworthy 

atmosphere The stren�h com:enung relidbihty ts ,een m their trnst"<1rthiness, accuracy, and 

consistency m the delivery of service Th� strength 111 refati<,n to empathy refers to tile,r 

fnendly and p0htL front ]JnL employees and to their abil1l y lo understand customer needs and 

expectauonv. Coneermng responsiveness Jn<l assurance the weaknesses m the b�n1' sector arc 

�nm restncuve opemng hours which h evaluated a, a barrier when serving customer s 

Moreover, some bank bran�hcs mmMgus claim that the skills of other employees are a 

weakness, which is mainly due to the complexity of b.mk businesses rhi� complexity makLS 

it ddlicult for all bank employee, to develop a speciahL.Cd exp<,<hsc. 

Delivering services i� a complex process, despite the stnve for zero defection" n rs 

impossible lur the service provides to a;md service failure', lo happen In the theoretical part 
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oftlus thesis i, hds been outlined th.at service recovery JS a v.i!uablc tool to aclncve customer 

sat1sfad10n. Sc1, ice recovery ano, rn cmupcnsate a sen ice failure dn<l thereby mrnmg 

dIB�tisfiG<l customers m!o sansfled ,mes 

A pre�w,1tc for effective scrv me recovery JS that the service pro; ider gets feedback from 

the customer dk1ut the reason bdnud his disSdllslaction In or<lcr for the ,,.,,vice branches to 

receive these mformatum rtis riec,,sSdl"y to posses complfilllt pr<><,eduri::s whKh motne the 

customers to comp lam. In case, where dissatislied customers defect "ithout compldmmg, the 

companies nee<l to unplement mechanism; wluch mom tor customer dcfccuou lbcsc 

mech.tni'>ms enable, Lh<, service companies to detect the reasons behind delecuon, and thereby 

provide them v.ith !he opporturnty to recover:, potential st'n1cc fadme, 

The cmpmca! MlrVL} shows thc1t lhe vast mJJOnty of the service branch.cs mandgers treat 

rw.tnmer crnnpla1uts seriollll\ 1 he manaocrs prnnL out that the wmplamts Cdll be used in two 

d1st111<.tl\e ways. First ol all a direct reaction to .i service failure takes pL,ce, and hereby 

turning one specific dissatisfied customer into a san stied one. ::.CConddry, mangers see 

complamts � sources ofinformation dlld use them lo enhance lurthcr service dehwrs 

Moreover, the research reveals that service 1,ranchcs v,hich have a low customer contact and 

provide a low mvolvcmeut service. 

The gcn,ru.l rcneon �hind 1he compdlltCS intem.t' focus n11 , "'lnmer satislactton "that 

cu,lorner satLsfuction k«cl., lo customer ,.,., enuon. Tt hc1.s b,.,u1 denotc<l lhat loyal customer., 

prnvidcs the lar g�,t revenue to the service compames, as the costs of sen mg regular 

cu,tomcrs arc lower than the ones of auracnng an<l serving new customers The Jonis term 

rclatiom,hip between the service provider and their customers IS con,1dcred in nc concept of 

rcfationsh.1p marketing, which focuses 011 customer ke"'Jlmg instead of customer catching 

The empirical research di,closcs that B)<A bank have a tendency to empha..,u.e build mg of 

long term relanonslups to their customers, hence, ,11s con duded that service compamcs in 

these brdnchcs tend to pursue relationship marketing. i"hi, conclusion is founded m the 

cc erallunpresvrcn that bank branches managers puts a lot of enorts m sumulating customer, 

to repeat thmr sen Jle purchase, by pro,·1ding !h�m w Jtb sp<,cml care illld attentrnn. 
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Exhibit l 
lbe Re;.ult of the Empmcal Research 



Question 1. V,/c regard our employees as Lhe most important asset 

l•very Agree I 
•Agree 

l 
'I 
I 

Question 2 
and goals 
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Om employees arc all farruhar with the company's overall mission 

"' 
•VB,YA{Jrl'!' 

•Agree J DDisagree 



Question 3 i\11 uur employees have a strong feeling of bcmg member or a 
team 

I� 

I 
Question 4: We are convinced that our employees are satisfied with thcrr 
\Vorking environment 
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' •Vo,ryAgrN 

"""" 00 e 
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Question 5: The Vertical organizational distance between the management and 
the employee is small. 

3% 

38% 

_J 

Qucstmn 6. Ihcrc 1� an intense exchange or information between the 
management and the employees . 

. I 
I 

II 
I 
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3% 

18% 
Ill Very Agree 
•Agree 

1D Disagree 



Ques\1011 7. lhcrc 1s an intense exchange or mformauon hetween the employees 
and the venous departments. 

•Very Agree 
a Agree 
•Disagree 
•very Disagree 

,• No Response 

L_ 

Que�t1011 8 The commumcatwn between the management and the employees 
ure primarily based on personal contact. 

: I <, \.,% n j ti Ve,;y Agree 
I •AY"'" 

• 1 I 10 Disagree I 

: I 
I 
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J 
J 
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Question 9· rho management formulates detailed standard, concemmg how the 
customers should be served 

l 
_j 

l= ��:.A�II 
OD1s39""� 

J 

Quesuon JO 1 he management fonnulates dcraued standards concerning how 
the customers should be served. 

11 
l"v;:'11 ' I M% DA,ire<l 
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Question I l The ability ofthc cmployeev to ,atisf) the customers ss connnuany 
controlled 

l•VeryAgree 
•Agree 
Cl Disagree 

I 
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I 
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Quest1011 12 We have estnbhshcd mtcmal lrmning programs where the 
employees arc bemg trained in satisfying the customers 

l!IV111� Ayr"" 



Question: 13: When recruiting new employees the peronenw is more important 
thnn proressumat rompetencie,. 

S% 

1•v,.,,oo 11 
•AQ'ee 10,, .. ,,,,. II •Ve<)' Disagree 

I• No R.espmse 
•1 

I 
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Question 15. New service offers are created rn cooperation with the front lme 
employees 

J 

I 
'I 

. I 

. I 
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Quesuon 16: Both existing and potential customers are pan of the development 
of the new service offers 

J 

,3% 

43% 

•very Agree 
Cl Agree 
•Disagree 
DVery Disagree I 

• No Re8j)Qnw 

I 
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I 
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I 
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I 
I 

J 
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Quest1011 17 When dcvclopmg new set vice offer, we consider our competitors 
service package 

1 
5% 

• Vsry Agree 
• A�rer, 
n Disagree 
o Vsry Disagree 
O No Response 

59% 

L 



Qucsuon 18· when enhancing our service package we take "the best practice" 
mto account 

10% 

fivery Agree 
l•Agree 
D Disagree 
DVery D1sagree1 

•No Responi:._e_J 

Question J 9· We constantly develop new service attnbutes and improve the 
e\i,lmg muv 

L_ 

l 
•voryAgre" 
•Agree 
D Dis�groo 
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Exhibit II 
I he Result of,hc lln,pmcal R.c.._,..,..,h 



Question 22. The management dictates exclustvely all new �CfVJ(,C otters. 

3% 11)()1, J o,��, �ree I 
•Agr�� 
D Disngree 
• Very O.ug,�" 
•No Response 

. I 

. I 

Question 23: There is coherence between the management'» and lhe customers' 
perception or good service 

'' 
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� �:,:;om� I 

o O.sagree 
•VeryD1sagroe 

I• No Respoose I 



Quest1011 24 Our service offers are much better than our competitors 

-I 
�Very AQree 

''= l•o;Sagrae 
•Very Disagree 11 

� No Responw 
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: J Question zswe regard our c11�tonicrs as bemg most important 
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Question 26 We treat our customers equally and individually, independent o 
their profitability 

; I 

l:�;�:'1ee II 
1DDisagroo 

Oucsnon 27 V,/e provide om customers with a fncndly treatment from the very 
first contact. 

ll 
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Question 28 We arc interested ill developmg longlasting relationships. 

Question 29 A large share of our customer base is loyal. 

J 
II 0% 

' I �, • Ver, Agre,, 
IIAgrPa 

"' D Dl511llree 
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Question. 34. Om overall goal is sansficd customers 
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Question. 35· We measure customer satisfaction 

•VcryAgraa 
II Agree 
oc,ugree 
uveo D,w,gree 

1 • No Re_'.¥ll'se 

l•vef)" A;;ree I 

• All'""e 
loo,sagree 



Question 16 Professional agencies conduct our customer saustucuon schemes 
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D Very l'l!J'"ee 
•11g, .... 
D D,sag;oo 
•Ve,y D,s.qee 
• No Rospo&'1<l 

Question 37 We posses all necessary resources to sausr; our customers 
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Quesuon 38· 'Ne arc aware of our strengths and weaknesses m relation lo 
service quality. 

'j . Question J9: We believe that utu custumen, aHJ uumfiod wtth our rclmbilnv 
("we keep our problems ) 
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Question 40. We believe that our customers are vausficd wnh our employees 

I 
0 
'J 

Question 41 
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l•Vel)' Agree I 
•Agree 
o Disagree 

�:Agree 

DD1��9ree 
•very Dsagree 

76% 

Our physical surrounding are in coherence wuh the wishes of our 
customers. 



Question 42· \Ve constantly try to mmtmize the waitmg time 
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Question 43 We take the received complaints mto account, and use them as a 
source ofm�pir�1ion 

3% 

DVe11 A1,0ee 

•Agree 
DO,s�gree 



Question 44 W,:, have procedures to register the customer defecnon. 
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