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 LECTURE 6 OUTCOMES

• What is Service Recovery
• What is a service breakdown
• What causes service breakdowns
• Strategies for preventing dissatisfaction
• The Service Recovery process
• Service Guarantees



1. WHAT IS SERVICE RECOVERY?
 Effective service recovery occurs when an organisation 

or service provider is able to solve a customer problem, 
make restitution or regain trust following a break-down in 
service delivery.
 Remember our customers have expectations that they 

will receive products, services or other deliverables at 
a certain level.

 When they get something else, they can become 
frustrated, angry and/or dissatisfied.



1. WHAT IS SERVICE RECOVERY?
 The challenge is to recognise that some customers 

will not tell you they are dissatisfied.
 Non-verbal cues effective questioning is important.
 If you do not identify a customer’s problem and take 

immediate steps to recover or make amends, you 
could lose a valuable customer, who may then tell 
others who might also defect or, if they are potential 
customers, stay away.





2. WHAT IS A SERVICE BREAKDOWN
 Service breakdowns occur whenever any product or 

service fails to meet the customers expectations.
 The product or service delivered may function exactly 

as it was designed, but if the customer perceived that 
it should work another way, a breakdown occurs.

Examples
• A leased  Eqstra truck which is being transported to a client like 

Clover arrives on time at their distribution centre without the 
correct licensing papers and cannot legally be used for the next 
morning’s deliveries

• A co-worker expects your assistance in providing information 
needed for a monthly report, but you failed to get it to her on time 
or as agreed.

• A manufacturer does not receive a parts delivery as you 
promised and an assembly line has to be shut down.



HOW CUSTOMERS EXPRESS THEIR 
DISPLEASURE



WHAT CUSTOMERS WANT TO GET

Non-
monetary 
remedies



WHAT COMPLAINANTS GOT

• 56% of complainants felt they got 

NOTHING 



3. CAUSES OF SERVICE BREAKDOWN
Service breakdowns can occur for a number of 
reasons.
 For the customer, however, the customer service 

provider represents the organisation when the service 
breaks down.

 The provider must identify the cause and remedy the 
situation to the customer’s satisfaction.



3. CAUSES OF SERVICE BREAKDOWN
Some typical events necessitating service recovery 
action are:
•A product or service did not do what it was expected to do.
•A promise was not kept.
•A deadline was missed.
•Customer service was not adequately provided (the 
customer had to wait too long or was ignored).
•A service provider lacked adequate knowledge or skills to 
handle a situation.
•A customer was given the “runaround”.
•The customer was treated unprofessionally or in a rude 
manner.



4. REASONS FOR CUSTOMER 
DEFECTION
Failing to meet the customer’s needs, handling 
problems inefficiently, treating the customer unfairly 
and using inadequate systems are reasons for the 
customer to leave you and go elsewhere.

•Following a service breakdown, there is often a 
possibility that you may never see the customer again.
•This is potentially disastrous to your organisation, 
because it costs five to six times as much to win a new 
customer as it costs to retain a current one.
 



5. STRATEGIES FOR PREVENTING 
DISSATISFACTION?
Focusing on the customer’s needs and seeking ways to 
satisfy their needs quickly while exceeding customer 
expectations are ways to prevent dissatisfaction.
 

- Think Like the Customer
- Pamper the Customer
- Respect the Customer
- Focus on the Customer

• React to remarks or actions
• Empathise
• Take action
• Reassure or reaffirm
• Follow-up 

- Exceed Expectations



6. IMPLEMENTING A SERVICE 
RECOVERY STRATEGY
The job of a service provider is to return the customer to 
a satisfied state. Not listening, poor communication and 
lack of respect, lack of training, outdated equipment, 
work conflicts are roadblocks to service recovery. 
 

The primary purpose of any good service recovery program 
should be to return the customer-provided relationship to its normal 
state. When this is done well, a disgruntled customer can become 
one who is very loyal and who acts as a publicist for the 
organisation.



Service Recovery Process
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7. THE SERVICE RECOVERY PARADOX
• Customers who experience a service failure that 

is satisfactorily resolved are more likely to make  
future purchases than customers without 
problems (Note: not all research supports this 
paradox) 

• If second service failure occurs, the paradox 
disappears—customers’ expectations have been 
raised and they become disillusioned

• Severity and “recoverability” of failure (e.g., 
spoiled wedding photos) may limit firm’s ability to 
delight customer with recovery efforts

• Best strategy: Do it right the first time



7. THE SERVICE RECOVERY PARADOX
• “A good recovery can turn angry, frustrated 

customers into loyal ones. ..can, in fact, create 
more goodwill than if things had gone smoothly in 
the first place.” (Hart et al.)

• HOWEVER:
– only a small percent of customers complain
– service recovery must be SUPERLATIVE

• only with responsiveness, redress, and empathy/courtesy
• only with tangible rewards

– even though service recovery can improve 
satisfaction, it has not been found to increase 
purchase intentions or perceptions of the brand

– service recovery is expensive



8. SERVICE GUARANTEES

• A service guarantee is a commitment by 
the company that its service will fully meet 
the customer’s expectations

• Effective guarantees can be BIG deals - they 
put the company at risk in the eyes of the 
customer eg. Dions

• Customers should be involved in the design 
of service guarantees

• the guarantee should be so stunning that it 
comes as a surprise -- a WOW!! factor

• “it’s the icing on the cake, not the cake”



9.  BENEFITS OF SERVICE GUARANTEES

• A good guarantee forces the company to focus on its 
customers. 

• An effective guarantee sets clear standards for the 
organization. 

• A good guarantee generates immediate and relevant 
feedback from customers. 

• When the guarantee is invoked there is an instant 
opportunity to recover, thus satisfying the 
customer and helping retain loyalty.

• Information generated through the guarantee can be 
tracked and integrated into continuous improvement 
efforts.

• Employee morale and loyalty can be enhanced as a 
result of having a service guarantee in place. 

• A service guarantee reduces customers’ sense of risk 
and builds confidence in the organization.



10. WHY A GOOD GUARANTEE 
WORKS

• forces company to focus on customers
• sets clear standards
• generates feedback
• forces company to understand why it 

failed
• builds “marketing muscle”



11.  DOES EVERY COMPANY 
NEED A GUARANTEE
• Reasons companies might NOT want to offer a 

service guarantee:
– existing service quality is poor
– guarantee does not fit the company’s image
– too many uncontrollable external variables
– fears of cheating or abuse by customers
– costs of the guarantee outweigh the benefits
– customers perceive little risk in the service
– customers perceive little variability in service 

quality among competitors





12. CUSTOMER VOICE & SOCIAL POWER

“Customers have traditionally had little 
information, limited access to one another, 
and few outlets for feedback and 
communication.”

Blackshaw, Pete (2008). Satisfied Customers Tell Three Friends, Angry Customers Tell 3,000:  Running a Business in 
Today’s Consumer-Driven World, (New York, NY:  Random House), p. 4). 



13.   NEW SOURCES OF VOICE AND 
SOCIAL POWER

• Internet
– E-Mail
– Early customer initiatives to develop 

complaint websites
• Social Media

– Social networking sites (e.g., MySpace, 
Facebook)

– Online communities, product review 
sites, etc.

– Blogs, micro-blogs (e.g., Twitter)
– User-generated content



UNTIED.COM

• “Note that it was not the poor 
treatment we received from United, 
but rather, the subsequent disregard 
for a serious, polite complaint, which 
led to the creation of the web pages.” 
(Jeremy Cooperstock and 
www.untied.com)



UNITED BREAKS GUITARS

        The Story of Dave Carroll and his 
band and 10 million hits on 
youtube



Group Exercise

In your groups discuss an example of a 
Service breakdown and how you would 
rectify it using the Service Recovery 
process.

Was there a case of a Service recovery 
paradox and did it make that customer 
more loyal?


