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the Failure Factors by Service Marketing Mix
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ABSTRACT

Purpose: Recently, the managing customer complaints properly has emerged as key source of competitive
advantage in the large distribution industry. Effective customer complaint management helps firms minimize
service failures and incense the capability to respond to customer's needs. Despite this importance, the
in—depth prior study of a firm's service failures is very limited. Therefore, the actual service failure cases
of large discount stores in Korea were analyzed in this study, and the types of service failures that occur
at the service interface were identified.

Method: Specifically, a total of 48,307 cases of customer complaints that have occurred in the past three
years were collected from 1 January 2016 to 31 December 2018. Using 7 dimensions of service marketing
mix. we have classified and analyzed systematically the service failure cases collected.

Results: Among the cases of service failures, 34,921 (72.3%) cases were involved with the product factor,
followed by 6,152 (12.7%) cases with person factor and 5,392 (11.2%) cases with process factor.
Conclusion: By linking the main causes of service failure with the service marketing mix variables, this re-
search presented a more systematic analytic model and verified by applying it to large domestic distribution
company. Understanding the main factors affecting customer complaints n the large distribution industry can

provide managers useful information and insight who want to achieve an effective customer complaint
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Table 1. Percentage of Offline Distributor's Sales and Growth Rate by Year(2017~2018)

2017 2018
Sales ratio(%) Sales growth rate Sales ratio(%) Sales growth rate

(%) (%)

Large Supermarket 24.0 V0.1 22.0 v2.3
Department Store 19.6 ANl4 18.6 AN1.3
Convenience Store 16.9 A10.9 17.2 N8.5
Super Supermarket 4.5 AN0.4 4.3 AN2.0
Total 65.0 A3.0 62.1 AL1.9

source: Ministry of Trade, Industry and Energy (2019).
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Figure 1. Process for handling complaints from customers at large discount stores

* Home page (internet), call center (headquarters)

Receive customer complaints . . .
* Voice of customer (postcard), Customer Service Center (visit)
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!

Review of store actions

|

Action for customer complaint

|
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* Check by the appropriate departmental personnel (VOC system)
* Determination of store action

* Notify customer of store action
* Execution of store action

* VOC registration by manager (VOC system)

= A%E HERAIH.

Table 3. VOC type classification by K-mart (2016~2018)

Class Content Unit Percentage
A Compliment 1,475 0.8
Product complaints, employee unfriendliness, poor response, poor operation
B C/S operation not absorbed, store convenience complaint, order/delivery 48,307 26.9
complaint, Park/Cart complaints, cultural center complaints
C Customer inquiry 129,910 72.3
Total 179,692 100.0
Table 30l Yebd K thgvtEe] 12 59 §8S A M= miAg Y2~ Bl e 278 8-S [ 419 4
ERHRATE Table 40 yehd 23} o] K tigdniEe] ud &9 382 2t #3482 &9 W8&FE, 7H4, 4,
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Table 4. Types of customer complaints of K large discount store by service marketing mix

Service marketing mix

Types of customer

complaints Product Price |Promotion| Place People Physical Process
evidence
Product dissatisfaction O O O
Unkindness of staff O O
Poor reception O
Poor operation O O O

Poor C/S operation O @ O

Complaints of convenience

facilities at the store ©
Order/delivery complaints O

Park/Cart complaints O
Culture center complaints O O
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o] HetHow WA Mu|x Al At Aol 9l Figure 2. Service failure case classification

H
S AlEEE 13 Y018 VFow EREa, HEH o procedure of K large mart
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(people) zF4eo] 6,1527(12.7%), I} (process) AFPo] 5,39274(11.2%) 0.2 yelstt), of 7)ol A A& (product),
At (people), ZH(process)?] 37HA] AFg o2 FBFH M|~ A Ald A42] 3ho] £ 46,46571(96.2%) 2.2 K
W rFEA A A e Agf Abgle] g & 5 vk
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Table 6. K large mart service failure case classification status

1. Summary
Type of service failure No. of case Percentage(%) Ranking

Product 34,921 72.3 1

Price 1,104 2.3 4

Promotion 164 0.3 7

Place 270 0.6 6

People 6,152 12.7 2

Physical evidence 304 0.6 5

Process 5,392 11.2 3

Total 48,307 100.0 -
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2. Product
Service failure case No. of case Percentage(%)
Product quality problem 31,169 64.5
Product size and capacity complaint 970 2.0
Product product packaging break 2,608 54
Lack of inventory of purchased 92 0.2
Complaint on assortment of goods 82 0.2
Total 34,921 72.3
3. Price
Service failure case No. of case Percentage(%)
Complaints on the sale price of goods 359 0.7
Mismatch between the price of goods sold and the price
] shown in the receipt 673 L4
Price Without price compensation system 67 0.1
Complaints about tuition fees for cultural centers 5 0.0
Total 1,104 2.3
4. Promotion
Service failure case No. of case | Percentage(%)
Event leaflet content notation error 17 0.0
Event leaflet distribution complaint 68 0.1
Complaint on quality of gifts 39 0.1
Promotion A shortage of gifts 31 0.1
Difficulty using member card points 3 0.0
Non-delivery of event coupon 0.0
Complaints of receiving promotional phone 1 0.0
calls and SMS at the event
Total 164 0.3
5. Place
Service failure case No. of case Percentage(%)
Place Delay delivery of order products 211 0.4
Order product delivery error 59 0.1
Total 270 0.6
6. People
Service failure case No. of case Percentage(%)
Employee's unkindness on customer service 1,383 2.9
Nonconformity in employee's work attitude 3,134 6.5
People Poor employee hygiene 12 0.0
Lack of employee knowledge on job 203 0.4
Staff's poor handling of job 350 0.7
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Service failure case No. of case Percentage(%)
Staff's poor store and product information 880 1.8
Employee's failure to commit to customer 137 0.3
Absence of store staff 53 0.1
Total 6,152 12.7
7. Physical evidence
Service failure case No. of case Percentage(%)
In-store information display error 112 0.2
) Receipt notation error 23 0.0
:&Zjﬁi Poor hygiene and cleanliness in the store 149 0.3
Poor cleanliness of convenience facilities in the store 9 0.0
Poor cleaning of customer carts 11 0.0
Total 304 0.6
8. Process
Service failure case No. of case Percentage(%)
Delay in waiting time for order food 12 0.0
Problem in the stand-by customer management 8 0.0
Purchased product calculation error 2,727 5.6
Inconvenience in paying goods 103 0.2
Delay in paying goods 48 0.1
Products sensor-tag not removed 2,238 4.6
Poor processing on exchange of goods and refund 26 0.1
Process Poor A/S handling of goods 54 0.1
Error of changing personal information in member card 9 0.0
Complaints on the collection‘and util.ization of mem- 3 0.0
ber's personal information
Complaints about operations of in-store event 66 0.1
Complaints about the use of convenience facilities in
the store . 0.2
Complaints on other service 20 0.0
Total 5,392 11.2
5. A&

FIHom Auls Asle) BaE Asstehn 17 =

Au| 2 Aol It A ARlE getstar, o] EH6L 7R Hkek —% Tale] AgEks Aol FolR %35—};}_

w2 Aol e ek Az s Ak B4 Q7S B eehEola SAsks S s A5 539

& =erlaL, ofs EUE tigrtEed A& Jhedt A% AAE vhaa 2ol AAstaA gk A, Al
A

q
(product) FAT A¥12 H3) Al 4E B9 o1, 4F D7) 2 £F B0 F T e, TOE AR
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Table 7. Proposed action plan for improvement on service failure

. . . Proposed action plan for
Service failure case Current action plan pos P
improvement
Product quality problem Reporting to Operation of staff dedi—
d v P headquarters cated to quality control
. . . Reporting to
Product size and capacity complaint P & *
headquarters
Strengthening the
Product Product packaging break Notify logistics center inspection procedures of
incoming products
. Additional order for the
Lack of inventory of purchased *
product concerned
. Reporting to head-
Complaint on assortment of goods P 8 *
quarters
. . Irregular response on .
Complaints on the sale price of goods & pricep Regular response on price
Price - - ; - ; ;
Mismatch between the price of goods Correction of the Continued introduction of
sold and the price shown in the receipt | appliable selling price electronic price indicator
. Reporting to
Event leaflet content notation error P & *
Headquarters
e . Notify the leaflet Strengthening the promo-
Event leaflet distribution complaint y . ,g g. P
distributor tion of online apps
. . . Notify manufacturer
Complaint on quality of gifts Y *
concerned
. . Notify the supplier
Promotion A shortage of gifts Y bp *
concerned
g . . Reporting to
Difficulty using member card points &
headquarters
. Reporting to
Non-delivery of event coupon *
headquarters
Complaints of receiving promotional Reporting to .
phone calls and SMS at the event headquarters
Delay delivery of order products Staff training Enhancement of delivery
Place system
o . Staff traini (Stage-by-step delivery
rder product delivery error taff training verification procedure)
Employee's unkindness on customer ..
. Staff training .
People Service Operation of staff
P Nonconformity in employee's work .. dedicated to service
attitude Staff training
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Service failure case

Current action plan

Proposed action plan for
improvement

Poor employee hygiene

Staff training

Lack of employee knowledge on job

Staff training

Staff's poor handling of job

Staff training

Staff's poor store and product
information

Staff training

Employee's failure to commit to
customer

Staff training

Absence of store staff

Staff training

Physical
evidence

In-store information display error

Staff training

Intensive inspection during
opening store

Receipt notation error

Reporting to head-
quarters

*

Poor hygiene and cleanliness in the
store

Staff training

Implementation of regular
inspection

Poor cleanliness of convenience
facilities in the store

Daily cleaning status
check system

*

Poor cleaning of customer carts

Regular inspection/repair
of customer carts

Process

Delay in waiting time for order food

Staff training

Problem in the stand-by customer
management

Arrangement of reception
staff at the checkout
counter

Purchased product calculation error

Staff training

Introduction of checking
process for product bar
code error

Inconvenience in paying goods

Staff training

*

Delay in paying goods

Staff training

*

Products sensor-tag not removed

Staff training

Poor processing on exchange of
goods and refund

Staff training

Poor A/S handling of goods

Staff training

Error of changing personal in—
formation in member card

Staff training

Complaints on the collection and
utilization of member's personal
information

Reporting to
headquarters

Complaints about operations of
in—store event

Reporting to
headquarters

Complaints about the use of
convenience facilities in the store

Staff training

Complaints on other service

Staff training

*

Note: * A measure to improve the type of service failure with low frequency of occurrence is proposed to strengthen
the current action plan
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[Appendix 1] Examples of K large mart service failure case

Type of service failure Example of service failure case

[ bought seafood-flavored udon, but it had been over a month since I bought
Product it. I opened the udon bag to try it a few days ago, and the color of the udon
was discolored.(Sub-classified items: Problem on quality of goods)

Yesterday, I bought a toy for 40,000 won. When I came back to home, I searched
for the same item on the Internet shopping mall. I found that I can buy it for
Price 30,200 won. It is hard to understand how the same product can cost as much
as 10,000 won, even though it is said to be cheap to sell at an Internet shopping
mall.(Sub-classification item: The selling price of the product)

I went to the store to buy inline skates at the event. When I tried to buy inline
skates at the store, there was no stock in the store. When I inquired with the
person in charge, he said, "This product is not handled by OO store. The person
in charge said that there was no word on the leaflet that only some stores were
sold," and said, "I'm. I went to the store on purpose to buy inline skates at
the event, but I hope you won't let the customer go for nothing in the future.
(Sub—classification item: Error on marking event flyer content)

Promotion

We talked about buying air conditioners at the home appliance store. We bought
air conditioners because they were able to be installed two weeks after the
purchase. However, a few days later, a staff member told me that the installation
of the air conditioner would be delayed by one week from the date of the initial
installation. The weather is hot, but I can't return it and it's annoying.
(Sub-classification item: Delay delivery of order products)

Place

Yesterday, I went to a fruit section to buy fruit, and when I was having a cherry
tasting event, the children who came with me ate a cherry and asked for another
People one, the staff member told me that he was greedy for the children, so I felt
bad while shopping. Why do you run a tasting section that won't even let you
eat?(Sub-classification item: Unkind employee response to customer request)

I used the dressing room, but it's so messy that I don't want to change my
clothes. Not once or twice, clothes, hangers, no arrangement, and every time
[ come, I feel uncomfortable.(Sub-classification item: Poor cleanliness of
convenience facilities in the store)

Physical evidence

When I bought a pair of pants at the store and tried it on at home, there was
a plastic tag attached to my clothes. When I called an employee at the store,
he said, "I'm sorry that I couldn't remove the sensor-tag from the checkout
counter," and added, "If you bring your clothes back to the store, I'll remove
it." T also took the time to buy pants, so do [ have to go back to the store to
remove this plastic tag?(Sub-category item: Product sensor—tag not removed)

Process




