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An Integrative Framework for Marketing Services
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Services and Quality

A guest at the Holiday Inn on Union Square in San Francisco is attempting to turn on the radio in his room. No matter which button he pushes the radio will not play. Finally, the guest reports a defective radio. A hotel employee soon arrives at the guest’s room with a new radio, a box of chocolates, and flowers. As for the radio already in the room, the employee turns it on without difficulty (it plays perfectly) and quickly reassures the guest that the radio is tricky to operate. The server shows the guest how to work the radio and pleasantly exits the room, leaving both radios, the chocolates, and the flowers.

An elderly woman is in her favorite food store, Ukrop’s Super Markets of Richmond, Virginia. She picks up a large pineapple from the display case, holds it for several moments, and then returns it with obvious reluctance. Ukrop’s president, James Ukrop, witnesses this scene and asks the customer if she would like to buy half of the pineapple, indicating that the store would be glad to cut it in half. The customer accepts and states how she looks forward to visiting Ukrop’s because the staff is so friendly and makes her feel so welcome.

The manager of the downtown Chicago Marriott hotel discovers that two thirds of all guest calls to housekeeping are requests for ironing boards. This discovery leads to the idea of placing irons and ironing boards in each guest room. The problem is where to find the $20,000 this will cost. The hotel manager reviews the capital budget and notes that $22,000 is earmarked to replace black-and-white television sets with color sets in the bathrooms of concierge-level guest rooms. The manager inquires how many VIP guests have requested color television sets for their bathrooms and learns that no guest has ever made such a request. So the manager cancels plans to buy color sets and adds the irons and ironing boards. The result is no net addition to the capital budget, a big productivity boost for housekeeping, and an important new guest room feature.

Night after night, Aurora, Colorado, police officers answer calls for break-ins of cars parked outside a local dance hall. One officer notes that the burglaries usually involve purses and interviews female customers who say they lock their handbags in their parked cars, fearing the bags would be stolen from unattended tables during dances. The officer then persuades the dance hall owner to install lockers and the burglary calls drop from dozens each month to two in four months.1

[image: Image]

These four stories underscore our central argument in this book: the essence of services marketing is service. Service quality is the foundation of services marketing. The textbooks stress the four Ps of marketing—product, place, promotion, and price—but in a service business none of this works very well without a Q—for quality.

The stories illustrate that cutting-edge services marketing is less the slick and fancy and more old-fashioned virtues such as caring and common sense. They illustrate the marketing power of doing the little things that competitors forget to do, from delivering flowers and chocolates with a radio to placing irons and ironing boards in the closets of hotel rooms. They illustrate the importance of customer-friendly service designs, such as outfitting a dance hall with lockers. Finally, the stories illustrate that everyone performing a service is a marketer, from a supermarket president who roams the store aisles to a hotel housekeeper who teaches guests how to operate a (poorly designed) radio.

Effective services marketing is a strong service concept delivered well, a desired service performed excellently. This synergy of strategy and execution fuels service industry builders and leaders, from Domino’s Pizza to Cable News Network (CNN), from Federal Express to Walt Disney World, from ServiceMaster to Southwest Airlines. Each of these industry leaders reflects a special chemistry that combines a big idea and superior execution.

The big idea alone offers only a temporary advantage. Companies that pioneer successful new service concepts always face ambitious competitors unashamed to imitate. Pizza Hut had little choice but to add home-delivery service given the dynamic growth of Domino’s. Federal Express’s success ushered in a horde of new competitors—and a climate of fierce price-cutting—in the overnight mail business.

Superior execution is vital to sustaining the success initiated by an innovative service concept. An innovator’s service quality is usually more difficult to imitate than its service concept. This is because quality service comes from inspired leadership throughout an organization, a customer-minded corporate culture, excellent service-system design, the effective use of information and technology, and other factors that develop slowly in a company, if at all. Entering the home-delivery pizza business is one matter. Performing this service as well as Domino’s Pizza is quite another matter.

Service quality is the foundation for services marketing because the core product being marketed is a performance. The performance is the product; the performance is what customers buy. A strong service concept gives companies the opportunity to compete for customers; a strong performance of the service concept builds competitiveness by earning customers’ confidence and reinforcing branding, advertising, selling, and pricing.

SERVICES MARKETING VERSUS GOODS MARKETING

In manufacturing, the marketing function plays (or should play) a dominant role in customer need identification and product development prior to production and in effecting product demand following production. Production precedes demand stimulation, which precedes consumption. Marketing’s post-production roles include creating brand awareness, inducing brand trial, demonstrating brand benefits, and building brand preference. Customers assess the brand’s promised benefits during consumption, strengthening or weakening brand preference accordingly.

The chronological sequence of the four functional phases are shown in Exhibit 1-1. It also delineates the contributions of post-production marketing, consumption, and word-of-mouth communications—spawned by other customers’ experiences with the brand—to brand awareness, trial, demonstration, and preference. The tangibility of goods and their visible demonstration enable the marketing department to perform effectively all four demand-stimulation roles prior to a customer’s purchase commitment. Likewise, product tangibility can boost prospective customers’ confidence in their own evaluation of goods, thereby lowering their reliance on word-of-mouth communications.

Exhibit 1-1 Nature and Roles of Goods Marketing
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The limited promotional impact of word-of-mouth communications is signified by the thin-line arrows in Exhibit 1-1. When word-of-mouth communications do exert a strong influence on the purchase of goods—automobiles and personal computers, for example—it is usually because customers perceive difficulty in evaluating the product prior to purchase and perceive risk in making a mistake. In general, the more difficult it is for customers to evaluate salient aspects of a product prior to purchase, the stronger the potential influence of word-of-mouth communications and the more the product will need to be marketed like a service.

As Exhibit 1-2 shows, the nature and roles of marketing differ for services. Although both services marketing and goods marketing start with the critical need-identification and product design functions, goods generally are produced before sold and services generally are sold before produced. Moreover, services marketing has a more limited influence on customers prior to purchase than goods marketing. Whereas goods marketers may be able to move prospective customers from brand awareness to brand preference with packaging, promotion, pricing, and distribution, services marketers usually cannot.

Exhibit 1-2 Nature and Roles of Services Marketing
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Customers must experience the intangible service to really know it. Intangibility makes services more difficult for customers to imagine and desire than goods. Customers purchasing professional tax advice have no knobs to turn, buttons to push, or pictures to see. Customers’ perception of risk tends to be high for services because services cannot be touched, smelled, tasted, or tried on before purchase. Customers can test-drive a new automobile and kick the tires, but to try a new vacation resort they must first register as guests.2

Services are dominated by experience qualities, attributes that can be meaningfully evaluated only after purchase and during production-consumption.3 In services, both post-sale marketing through orchestrating a satisfying experience for customers during production and word-of-mouth communication (which is surrogate and supplement for customers’ direct experiences) have prominent effects in winning customers’ loyalty. Exhibit 1-2 shows these relatively strong influences. Services marketers can create brand awareness and induce trial before the sale, but they demonstrate benefits and build brand preference most effectively after the sale.

Superior service cannot be manufactured in a factory, packaged, and delivered intact to customers. Instead, for many services customers actually enter the “factory” (the airport and airplane, for example) to consume the service as it is produced. The “producers” with whom customers interact, such as airline ticket agents, flight attendants, and baggage handlers, perform the dual role of “market-ers.” How service personnel conduct themselves in the customers’ presence—how they act, what they say, what they don’t say, their overall appearance—influences whether customers buy from the firm again.

If a worker in an appliance factory has an aloof attitude, is poorly dressed, or has body odor, the consumer will never know it because producer and consumer never meet. However, if a medical doctor has an aloof attitude, a restaurant waiter an unkempt appearance, or a taxi driver body odor, customer perceptions of the service are affected profoundly. A service company that does relatively little pre-sale marketing but is truly dedicated to delivering excellent quality service will enjoy greater marketing effectiveness—higher customer retention, more sales to existing customers, greater success at converting prospects to customers through positive word-of-mouth communications—than a company emphasizing pre-sale marketing but falling short during actual service delivery.

SERVICES IN MANUFACTURING

Although comparing the nature and roles of goods and services marketing is useful, an easy dichotomy between manufacturing and service firms does not exist. In reality, service output is a major, if not the major, success factor for manufacturing companies.

One force pushing manufacturers toward more service-intensive operations is the greater potential for building sustainable competitive advantage through service rather than goods. Quinn, Doorley, and Paquette state the point well:


True strategic focus means that a company can concentrate more power in its chosen markets than anyone else can. Once this meant owning the largest resource base, manufacturing plants, research labs, or distribution channels to support product lines. Now physical facilities—including a seemingly superior product—seldom provide a sustainable competitive edge. They are too easily bypassed, reverse engineered, cloned, or slightly surpassed. Instead, a maintainable advantage usually derives from outstanding depth in selected human skills, logistics capabilities, knowledge bases, or other service strengths that competitors cannot reproduce and that lead to greater demonstrable value for the customer.4



Smart manufacturing company executives are as interested in service quality as goods quality, in selling the intangibles as the tangibles, in entering new markets for services as entering new markets for goods. They recognize that the core benefit their customers buy is delivered not by a good or a service but by both. They view the synergy of tangible and intangible as the value-adding, differentiating output.

Manufacturers are service firms too, just less so than companies commonly considered to be service firms. If the source of a product’s core benefit is more tangible than intangible, it would be considered a good. If the core benefit source is more intangible than tangible, it would be considered a service. However, virtually all products have both tangible and intangible elements that contribute to the core benefit, as Exhibit 1-3 shows. Value-conscious automobile buyers do not just buy the car; they buy a system of transportation that will give them their money’s worth. Thus, a dealer’s reputation for professional sales and service, spare parts availability, warranty protection, and other factors influence the selection of make and model.

Most companies operate within the dotted lines in Exhibit 1-3. And those firms now outside these lines may well move toward them in an effort to add value to and differentiate their products. A packaged food company, for example, might add toll-free telephone lines to provide information for customers, sponsor cooking schools, and offer recipe services. A babysitting service might take electronic games to the home for the children to enjoy.
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Exhibit 1-3 The Goods-Service Spectrum

SOURCE: The conceptualization of this exhibit was inspired by G. Lynn Shostack, “Breaking Free from Product Marketing,” Journal of Marketing, April 1977, pp. 73-80.

In this book, we use the terms services marketing and goods marketing because there are differences. And we refer to service companies and to manufacturers because most companies are more one than the other. But we do submit that the lines of distinction between the manufacturing and service sectors are blurring and that the arena of consequence within manufacturing will increasingly be service.

AN INTEGRATIVE FRAMEWORK

We have written this book to present service quality and services marketing as one discipline. These are not separate disciplines or even allied disciplines. Rather, one (service quality) is a subset of the other (services marketing). In this book, we strive to capture in an integrated framework salient concepts of services marketing—the concepts that matter most when the product is a performance—and we attempt to take these ideas further than they have been taken before. Exhibit 1-4 presents the services marketing framework that we develop in this book. Chapters 2-4 concern the service quality foundation: service reliability (“Doing the Service Right the First Time”), service recovery (“Doing the Service Very Right the Second Time”), and strong interactive service (“Managing and Exceeding Customers’ Expectations”). These chapters are based in part on research we have conducted since finishing our earlier book, Delivering Quality Service,5 written with our colleague, Valarie Zeithaml.
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Exhibit 1-4 An Integrative Framework for Marketing Services



Chapter 5 (“Turning Marketing into a Line Function”) concerns the primary roles of the marketing department in building a services marketing organization. Special emphasis is placed on creating marketing energy in the line organization closest to end-customers. Developing marketing skills and a customer-minded attitude among line employees helps a service company improve its service and maximize its marketing potential. In services, it is line employees who deliver the service promised or don’t, cross-sell the service line or simply take orders, build the company’s brand image or destroy it.

Chapter 6 (“Managing the Evidence”) concerns turning tangibles in the service environment to advantage and Chapter 7 (“Branding the Company”) concerns transforming the company itself into a powerful message. The intangibility of services makes evidence management and branding critical to services marketing success. New customers in particular are attentive to clues about the service because they have little or no other experience with the company on which to base their initial impressions. Hence, we place evidence management and branding in the marketing-to-new-customer box in our model, while making it quite clear in the chapters that the ideas also apply beyond new customer marketing.

Chapter 8 (“Marketing to Existing Customers”) emphasizes the superior profit opportunities with current customers and discusses success factors in relationship marketing. Chapter 9 (“Marketing to Employees”) presents the concept of employees as customers and discusses the success factors in internal marketing. Chapter 10 (“Services Marketing in the Nineties”) reflects on how services marketing will be changing.

As our model suggests, services marketers must be effective with each customer type: new, existing, and internal. Service companies must first attract new customers if they are to build customer relationships. Firms must market to employees because they are the performers and the performance is the product. The model’s arrows show the cross-influences at work in services marketing. Delivering quality service stimulates favorable word-of-mouth communications and helps a company attract more new customers, results in more satisfied existing customers, and provides a more fulfilling and rewarding work environment for internal customers. Conversely, firms that effectively manage evidence and branding, build customer relationships, and market internally will improve service in the process. The marketing department, in the middle of the model, builds a strong marketing organization by focusing its energies and resources on service improvement in particular, and on creating value for new, existing, and internal customers in general.



PART II
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Quality: The Foundation for Services Marketing
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Doing the Service Right the First Time

Service reliability—performing the service dependably and accurately—is the heart of services marketing excellence. When a company performs a service carelessly, when it makes avoidable mistakes, when it fails to deliver on alluring promises made to attract customers, it shakes the customers’ confidence in its capabilities and undermines its chances of earning a reputation for service excellence. From the customer’s perspective, the proof of a service is its flawless performance.

RELIABILITY IS PARAMOUNT

Common sense underscores the importance of reliability in delivering quality service. Who wants to travel on an airline whose pilots are usually dependable, be operated on by a surgeon who usually remembers where on the body the surgery is to be done, or bank with a financial institution that usually keeps accurate records? When we have our customer hats on, “usually” isn’t good enough. And it is not just the “high-stake” services involving our health or financial security for which we demand reliability. The dry cleaner that loses our shirts, the automobile repair firm that says our car is fixed when it isn’t, the taxi service that forgets to pick us up to go to the airport—these service providers also lose our confidence. And our business.

That reliability is paramount to service customers is strongly supported by findings from formal research studies. Since 1983 we have been systematically investigating the topic of service quality through a series of studies in sectors ranging from “pure” services (e.g., insurance) to services associated with tangible products (e.g., appliance repair).1 Empirical evidence from our research consistently shows that reliability is the foremost criterion customers consider in evaluating a company’s quality of service.

To be sure, reliability is not the sole determinant of customers’ service-quality evaluations. Our research suggests five general dimensions that influence customers’ assessments of service quality:



	Reliability:
	The ability to perform the promised service dependably and accurately.



	Tangibles:
	The appearance of physical facilities, equipment, personnel, and communications materials.



	Responsiveness:
	The willingness to help customers and to provide prompt service.



	Assurance:
	The knowledge and courtesy of employees and their ability to convey trust and confidence.



	Empathy:
	The provision of caring, individualized attention to customers.




Reliability, however, has repeatedly emerged as the most critical dimension in every study in which we have measured the relative importance of the five dimensions (to date we have completed ten such studies involving independent customer samples). In our latest set of studies, we asked more than 1,900 customers of five different service companies to rate the relative importance of the five dimensions by allocating 100 points among them. The point allocations imply the following rank-order (average points allocated shown in parentheses): reliability (32), responsiveness (22), assurance (19), empathy (16), and tangibles (11). Reliability is the essence of service quality which, in turn, is the basis for services marketing excellence. Thus, as Exhibit 2-1 shows, service reliability is the very core of services marketing excellence.

BENEFITS OF SERVICE RELIABILITY

Performing the service right the first time contributes significantly to a company’s profits by simultaneously improving marketing effectiveness and operating efficiency. Exhibit 2-2 summarizes the ways improved service reliability can boost a company’s bottom line.

Exhibit 2-1 The Foundation for Services Marketing Excellence
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Our studies of large, well-known U.S. companies consistently show that customers perceive them to be more deficient in reliability than in any other dimension. Given the prevalence of service errors and broken service promises, consistent reliability gives a company the opportunity to compete effectively and build a reputation for service. Achieving competitive differentiation through consistent service reliability can provide several significant marketing benefits: higher current-customer retention rates (and reduced pressure to engage in expensive efforts to recruit new customers), more business from current customers,2 increased word-of-mouth communications promoting the company, and greater opportunity for commanding a premium price.

In numerous customer focus groups that we have conducted as part of our programmatic research on service quality, participants frequently have bemoaned the paucity of dependable service and expressed their willingness to reward handsomely reliable service companies. An appliance-repair service customer illustrates: “I do not mind paying even $50 or $60 a service call if I can find a repairperson who shows up on time and does the job right. … I will not even consider shopping around if I can find such a person.” A recent Wall Street Journal/NBC News survey confirms customers’ willingness to pay a premium for superior service. Thirty-five percent of the survey respondents said most of the time they buy from companies that charge higher prices but provide better service. An additional 40 percent said they do so at least some of the time.3

Exhibit 2-2 Potential Benefits of Service Reliability
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Clever commercials, eye-catching advertisements, and other promotional inducements will be ineffective without reliable service. Indeed, such marketing strategies will do more harm than good when firms promise more than they deliver.

Service reliability also contributes to operating efficiencies by reducing the need for reperforming the service. However, the cost of unreliable service includes not only the direct expense of redoing the service but also the indirect penalties associated with the negative publicity generated by displeased customers. Thus, the total cost of correcting the damage done by a defective service and hence the potential saving from doing the service right the first time can be substantial. A surgeon who leaves a surgical tool inside a patient’s body, a car mechanic who replaces a properly functioning part instead of the defective one, a stock broker who buys 1,000 shares when the client’s instructions are to sell 1,000 shares, or a hotel that has no accommodation for a customer holding a confirmed reservation will pay a hefty price for faulty service.

The interaction between service employees and customers that accompanies the production and consumption of many services implies additional, albeit less apparent, ways service reliability can contribute to productivity gains and cost savings. The morale, job satisfaction, and job commitment of front-line service employees are inversely related to the frustration levels of customers they deal with day after day. Interacting with frustrated customers demanding explanations and restitution for defective services can demoralize employees, deflate their enthusiasm for their jobs, and decrease their commitment to their companies.

Companies suffering from chronic service unreliability—an airline that is usually late and frequently cancels flights, an equipment repair company that does not provide its technicians with the requisite training and tools for accurately diagnosing equipment problems—are at tremendous risk of being trapped into a vicious spiral of declining employee morale, deteriorating service performance, increasing employee turnover, falling productivity, and escalating costs. In contrast, companies that place a premium on service reliability, institute incentives to encourage it, and possess the resources to achieve it foster a positive work environment that engenders higher productivity and lower costs by enhancing employee morale, enthusiasm, and commitment.

We sometimes hear executives say that 98 percent reliability is acceptable and that it is cost-prohibitive to do better. We disagree. The flip side of 98 percent reliability is 2 percent unreliability, and the total cost of 2 percent unreliability will almost always be higher than the cost of improving.

In their recent book, Service Breakthroughs, Professors James Heskett, Earl Sasser, and Christopher Hart distinguish between “merely good” service managers and “breakthrough” service managers. They describe the differing attitudes of the two groups toward improving service reliability. “Merely good” service managers believe in an “optimal” level of defect-free service beyond which it is uneconomical to improve reliability. In contrast, “breakthrough” service managers pursue the goal of 100 percent defect-free service.4 If the “merely good” managers seriously considered the myriad marketing and operating benefits of improved service reliability, they would realize that striving for 100 percent reliability is a potentially lucrative pursuit. Aiming for any lower target will be tantamount to tethering themselves—and their companies—to the title of “also rans” while more enlightened competitors pass them by.

DELIVERING RELIABLE SERVICE

Building and nurturing a “zero defects” culture is as critical in services as in manufacturing. However, the goal of zero defects is more complex in services for several reasons. First, the decoupling of production and consumption of goods provides manufacturers with the opportunity to weed out defective products before they get to customers. A goods manufacturer can deliver defect-free products even when in-the-factory reliability is less than 100 percent. In contrast, for most services in-the-factory reliability is inseparable from in-the-field reliability because the field is the factory. Service flaws such as a repairperson’s failure to show up at the scheduled time or a restaurant’s failure to have a reserved table ready as promised occur in the customer’s presence. Thus, performing a service right the first time involves a greater sense of immediacy and requires a greater degree of discipline than ensuring a good is defect-free when a customer gets it.

Second, service intangibility implies that criteria for flawless services are less concrete and more subjective than criteria for defect-free tangible products. The reliability of microchips or motorcycles can be assessed more objectively—based on more precise criteria accepted by both producers and customers—than the accuracy of medical diagnoses or investment advice. For these and many other services, customers’ perceptions of whether the services are performed correctly are the prime determinants of their reliability. Even when a service meets provider-established criteria for correct execution, it is not error free unless it also meets customers’ criteria, regardless of how subjective or nebulous those criteria are. For instance, patients might assess the accuracy of their physician’s diagnoses on the basis of time spent examining them, even though examination time, by itself, may be technically unimportant. Customers’ expectations and requirements are the real reliability standards when that being evaluated is essentially a performance rather than an object.

Third, the term “defect” has a broader meaning in services than in manufacturing. Specifically, an otherwise accurate service still should be considered flawed if it confuses or frustrates customers. Customer confusion and frustration can flood a company with inquiries and complaints, and hence adversely affect marketing effectiveness and operating efficiency. Confusing services (e.g., computerized home-banking services that customers cannot comprehend easily), or confusing service components of goods (e.g., improper installation instructions accompanying home appliances), are flawed. The productivity losses they engender in provider organizations are akin to discarded defectives—“scrap”—in the manufacturing sector.

Clearly, the complexity of service reliability poses unique challenges to companies striving for zero service defects. These challenges include delivering error-free service in real time, ascertaining and understanding customers’ subjective standards (the true yard-sticks for assessing service reliability), and recognizing that unclear, confusing services are subtle but significant contributors to service “scrap”.

Effectively tackling these challenges requires various activities aimed at avoiding service failures. These activities fall under three broad categories: (1) providing service leadership; (2) thoroughly testing and retesting services; and (3) building and nurturing an organizational infrastructure for error-free service.

As depicted in Exhibit 2-3, the three sets of activities constitute vital, interlinked pillars of support for service reliability. We now examine in detail the composition of each pillar and its role in improving service reliability.

SERVICE LEADERSHIP

Strong leaders with a passion for perfection are the lifeblood of a reliability-centered service strategy. Leaders who set high service standards nurture a “do-it-right-first” culture. Companies achieve renown for service reliability through senior executives who:

Firmly believe that 100 percent reliability is a feasible and worthwhile goal

Frequently and effectively communicate their belief company-wide

Reward error-free service

Are never content with the status quo and strive for continuous improvement

Exhibit 2-3 Three Pillars of Support for Service Reliability
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Will Potter, CEO of Maryland-based Preston Trucking Company, recently selected as one of the ten best companies to work for in the United States, emphasizes his commitment to reliable service by having each employee sign the Company’s Commitment to Excellence statement. The statement, posted in each Preston facility, reads in part:


Once I make a commitment to a customer or another associate, I promise to fulfill it on time. I will do what I say when I say I will do it…. I understand that one claim or one mistake is one error too many. I promise to do my job right the first time and to continually seek improvement.5



The enduring commitment to the pursuit of 100 percent reliability exemplified by Will Potter is echoed by leaders of other companies with well-known reputations for excellence. James Houghton, Chairman and CEO of Corning, Inc., emphasizes the need for continuous service improvement: “Instead of ending, a quality learning curve keeps charting new territory. It continues to focus activity on customer requirements, employee empowerment, reduced variation and zero errors. It makes high quality plus low-cost production a reality. Goals, no longer ends in themselves, become directional signs to ever higher goals.”6

Jack Roberts, Vice President for Quality at Federal Express, also sounds the bell of continuous improvement: “We are delivering 1,250,000 packages a day. If we have a 99 percent success rate that [still] means we have thousands of customers a day that are unhappy with us. That is unacceptable. Our objective is to drive down the absolute number of failures.”7

Management’s focus on the absolute number of failures—rather than on the less stringent criterion of failures expressed as a percentage—epitomizes the culture of continuous improvement found in companies that deliver world-class quality. Strong leaders who champion flawless service foster the attitude “If it isn’t fixed, it will break” instead of the attitude “If it isn’t broken, don’t fix it.” Thus, the service-leadership pillar reinforces a second pillar of service reliability—thorough service testing.

THOROUGH SERVICE TESTING

Premature market introduction of a service prior to rigorous testing is a primary cause of service unreliability. The service sector frequently fails to subject new services to the same level of scrutiny that new manufactured products undergo. Research and testing during new-service design to identify and eliminate potential flaws is more the exception than the rule.

Service intangibility is a key reason for inadequate testing and hasty launching of new services. Because services lack the concreteness of physical goods, the temptation to bypass pre-launch testing is powerful. The challenges of conducting consumer research and performing product tests on abstract service concepts may appear daunting to many service companies. Nevertheless, they must accept and effectively tackle these challenges if zero errors is their goal.

Service marketers can and should expose new service concepts to rigorous customer and line employee feedback, carefully examine the service design and delivery process before introduction to identify potential glitches, and whenever possible introduce the new service in limited distribution to allow additional fine-tuning before a full-scale launch. As Lynn Shostack, President of Joyce International Inc., puts it: “There is simply no substitute for a proper rehearsal.”8 Pre-launch Testing. Citibank has one of the most successful automatic teller machine (ATM) programs of any bank in America, but not by accident. For years Citibank has tested new service concepts in a mock banking facility known as “the lab.” By 1977, when Citibank implemented its decision to cover New York City with ATMs, the machine had been through six iterative cycles of testing and improvement in the lab. Questioning and observing customers in the lab helped Citibank develop a state-of-the-art technology for its time.

Since introducing its first ATMs, Citibank has continued to use the lab to develop a new generation of ATMs now installed in New York—more than 1,200 of them. The new ATMs have several user-friendly features such as colorful graphics and a touch screen instead of a keyboard. The machines function in English, Spanish, and Chinese, with other languages to be added.9

Citibank’s patient, thorough approach to the ATM service contrasts sharply with Federal Express’s ill-fated adventure with ZapMail, an electronic document transmission service that was withdrawn in September 1986 with a $190 million after-tax write-off. The promise of ZapMail was the delivery of high quality document copies anywhere in the United States within two hours through facsimile transmission and courier service. The reality of ZapMail was an unreliable service resulting from light originals that wouldn’t reprint, broken facsimile machines, and telephone line disturbances.

In launching the ZapMail service, Federal Express made the fatal error of failing to anticipate the process snafus that thorough pre-launch testing—“proper rehearsal” in Shostack’s words—would have brought to its attention. Of course, rapid improvements in facsimile technology coupled with declining costs compounded ZapMail’s woes as the best prospects for electronic document transmission found they could do for themselves more conveniently and inexpensively the service Federal Express wanted to perform for them. Thus, Federal Express eventually would have had a tough go with ZapMail even if it had solved the technical problems prior to introduction. However, by rushing to market a service riddled with potential problems—by starting weak—Federal Express had no chance for even temporary success with ZapMail.10

Service Blueprinting. A powerful technique for recognizing and rectifying service “fail points”—the elements of the service most prone to problems—is service blueprinting, “a way of diagramming and describing the total system and total concept to ensure that all issues and areas are addressed that are necessary to the successful development of a service.”11 A service blueprint is a planning and diagnostic document that depicts the service events and processes in a flow chart. It gives meaning and structure to an otherwise intangible abstraction. As such, the blueprint is a tool for systematically evaluating the service to identify and prepare for potential problems that might ordinarily escape detection. The Richmond Metropolitan Blood Service, a nonprofit regional blood bank, recently blueprinted its mobile blood-drive system that generates more than 70 percent of the blood it collects each year. The blueprint revealed 28 potential fail points and served as the basis for training sessions to teach employees how to prevent such failures and how to handle them if they do occur.12

Lynn Shostack, who pioneered the concept of service blueprinting, summarizes its benefits: “A service blueprint allows a company to test its assumptions on paper and thoroughly work out the bugs; a service manager can test the prototype delivery on customers and use the feedback to modify the blueprint before testing the procedure again. The alternative—leaving services to individual talent and managing the pieces rather than the whole—makes a company more vulnerable and creates a service that reacts slowly to market opportunities.”13

Post-launch Testing. Rigorous pre-launch testing alone is not sufficient for pursuing zero defects in services. Also needed is regular and systematic reevaluation of the service after introduction to detect, correct, and learn from fail points that may not have emerged during earlier testing. In sharp contrast to goods, services—especially those requiring a great deal of human input—are heterogeneous: their nature and performance can vary from provider to provider, from customer to customer, from day to day.14 Therefore even a comprehensive pre-launch test and rehearsal may not reveal everything that could go wrong.
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