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Abstract

This research was conducted using a sample of a&®mers of banks in Ghana who have experienceitser
failure and complained about the failure, to assheseffects of service recovery on recovery outesnihe
study used the purposive sampling technique t@stie customers for the survey

The findings of this study indicate that customars far from satisfied with the recovery measuted are
currently being implemented by their banks. Thisusindication that Ghanaian banks still have adaodo to
recover effectively from service failure, whichimgvitable in their business transactions.

Keywords: Service failure, recovery outcomes, service regove

1. Introduction
Records obtained from the Central Bank (Bank of@handicate that there are twenty-seven (27) coroiae
banks in Ghana at the moment (Bank of Ghana, 2@%ijle these banks, there are as well, over ondrkdn
and thirty-five (135) rural and community banks antheteen (19) savings and loans companies thet heen
undertaking many of the traditional functions ofrcuercial banks (Bank of Ghana, 2011).
The relatively high number of commercial banks atfter non-bank financial institutions — who areesesislly
rendering many of the traditional banking serviteheir clients — has resulted in increased coitipetwithin
the banking industry Hinson, Owusu-Frimpong and d»af&009). Customers are more likely to be retained
when they are satisfied with the service they reeéiom their banks. Like all services, howeveisipractically
impossible for banks to deliver their services hie satisfaction of the customer in all service emters. In
many situations, things go wrong in spite of theviee provider’'s efforts to deliver the servicehighe first
time Hinson (2006). For this reason, there is thednfor effective service recovery to ensure ulttm@aistomer
satisfaction.
2. Statement of the problem
Review of existing literature portray that a numibérstudies have been conducted on the Ghanaiakirtzan
industry. For example, Owusu-Frimpong (1999); Bkork Cheng and Spears (2007) and Hinson, Owusu-
Frimpong and Dasah (2009); Owusu-Frimpong (2008iséh and Hammond (2006); Dadzie, Winston and
Afriyie (2003); Dadzie, Akaah and Dunson (1989) édeoked at issues such as patronage behaviouand b
customers, service delivery in the banking indysind customer satisfaction in rural banks. Otlesearchers
such as Adenutsi (2011) and Amidu (2007) have Idake=ffects of migrant remittances and the capttaicture
of Ghanaian banks. What has not been properly adddeby researchers is the causes of service efailur
recovery efforts and the outcome of the recovergustomers.
In the ‘Daily Graphic’ of Monday, 26July 2010, Miss Adjoa Yeboah-Afari narrated herrbaing experience
when she had to replace her expired GCB ATM cagt. éxperience was a clear case of service failuteshe
indicated in her own words that throughout her siggp recovery encounter with a female staff mentbeere
was no apology, no sign of regret for causing dogusr inconvenience, no soothing words, but rathade it
clear that | was a nuisance”.
3. Objectives of the study
This research seeks to investigate whether bankistifutions in Ghana have been adopting good remgov
measures to recover effectively from inevitablevger failure, to the ultimate satisfaction of thestomer. This
research therefore seeks to ascertain the follawing

« Determine the major causes of service failure iai@ian Banks.

e Find out whether Ghanaian banks are recoveringc®@ffdy from service failure to customers’

satisfaction.

»  Determine customers’ attitude in reaction to tihegovery experiences with Ghanaian Banks.
4. Research questions
In order to attain the objective of the study, tesearchers sought answers to the following questio
determine the existence and effectiveness of regateategies in Ghanaian banking institutions.

167



European Journal of Business and Management www.iiste.org
ISSN 2222-1905 (Paper) ISSN 2222-2839 (Online) g
Vol5, No.30, 2013 STE

What are the major causes of service failure inr@ten banks?

Are customers satisfied with the recovery strategiethe banks?

* How do customers behave in reaction to recovergames?

5. Literature review

5.1 Service Failure in Banks

A service failure occurs when the service deliviatis short of customers' expectations Bell and Keifi987).
According to Hoccut, Bowers and Donavan (2007),egative service encounter, or service failure, may
permanently lower consumers' overall satisfactiBaen the most customer-oriented organization wiité t
strongest quality program is still unable to eliati all service failuredel Rio-Lanza, Vasques-Caselles and
Diaz-Martin (2009.

According to Casado-Diaz et, Mas-Ruiz and Kasp80T2, service failures are quite frequent in thakioag
industry, leading to reduction in customer satiifecand, on occasions, customer complaints.

Although banks try to provide error-free servict® service delivery process is complicated by #ameous
production and consumption and high employee iremolent. Consequently, service failures are quitguizat

in the banking industry with the subsequent reduciin customer satisfaction and, on occasions,ooust
complaint Varela-Neira, Vasquez-Cassielles andslgte (2010). According to Anton, Camarero and Carre
(2007), it is very essential for banks to have ladoderstanding of service failure, as customeest®ecoming
increasingly intolerant of mediocre services, aralyrtherefore defect when they experience negatveice
encounters.

Lewis and Spyrakopoulos (2001) observe that althosgyvice failure has the potential to destroy @ustrs'
loyalty, the successful implementation of servieeavery strategies may prevent the defection dbouesrs who
experience a service failure.

Modern customers are more demanding in their iotEmas with service providers due to the increased
abundance of choices Casado et al.(2011). Thislaj@went is particularly evident in retail bankirfgr which
the risk of losing customers is increasing RooDPI0Colgate (2001) however, revealed that a préakom
feature of the banking industry is that only a tigkly small humber of customers exit from theirimaank
annually.

5.2 Customers’ reaction to service failure

Research suggests that customers have differertte@madollowing service failure, including angeiscbntent,
disappointment, self-pity, and anxiety Zeithamhe{2005). A few of such customers may complaiyjating
the service provider an opportunity to recoverdtittmons and Fitzsimmons (2006). Dissatisfied custsmmay
engage in activities directed against the orgaitizatncluding customer switching and negative wofdanouth
(NWOM) behaviour, in which customers can tell othetbout their dissatisfaction, thereby tarnishihg t
reputation of the organization Holloway and Bed®903). Although customers may decide to switclviser
providers for a number of reasons, service failanel poor service recovery are often the cause off su
behaviour Zeithaml et al, (2006).

5.3 The concept of service recovery

Various researchers and writers have proposedustiteories to explain the service recovery conasptell as
what customers expect in the recovery process. Sirtteese theories are the justice theory, attidoutheory,
and disconfirmation theory. The justice theory hasn used to explain what the customer expectwisdrvice
recovery process Folger and Cropanzano (1998); Wioodnd Ross, (1992), Tax et al., (1998). The gasti
theory explains that customers evaluate servicavexg on their perception of fairness using thiesdrs. These
are (a) Outcomes such as apologies, discountsanmgdensation — distributive justice Adams, (1965e&hberg,
(1987); Speed and ease of recovery procedures — procgdstiae Folger and Greenberg (1985) arehtment
during the service recovery interaction with emgley — interactional justice Mattila (2001). Colt¢001)
however proposes that a four dimensions modelgisifeiantly better than the three-dimensional modélus,
perceived justice comprises distributive justicmgedural justice, interactional justice and infatimnal justice
Ambrose, Hess & Ganesan (2007). Attribution theprgvides a framework for the study of how customers
assign blame Folkes (1988). Whenever a servicaréibccurs, consumers tend to either blame theesaw
the firm, or some combination of the two.

Service failures present a challenge to organiaatibut also create an opportunity to interact witktomers
and restore customer satisfaction Shapiro and Nie@@nder (2006). Research suggests that successful
recovery strategies cannot only restore, but alb@ece perceptions of the organization's competandeserve
to increase customer satisfaction, retention, pesitvord-of-mouth behaviour, and ultimately longre
profitability Jones and Sasser(1995; Swanson an@yK&001). Service recovery has been identifisdae of
the key ingredients for achieving customer loy&lhdreassen (2001

168



European Journal of Business and Management www.iiste.org
ISSN 2222-1905 (Paper) ISSN 2222-2839 (Online) g
Vol5, No.30, 2013 STE

Some researchers support the notion of a “recopargdox”, which states that the occurrence of lariaimay,

if the recovery is highly effective, offer an opparity to acquire higher satisfaction ratings froostomers than
if the failure had never happened Magnini, Fordrldaski and Honeycutt, (2007); Hocutt, Bowers & Dean
(2006). For instance, Hart, Heskett and Sasser0(1199148) state: “A good recovery can turn anfmystrated
customers into loyal ones. It can, in fact, creatre goodwill than if things had gone smoothly e first
place”. According to McCollougket al. (2000), satisfaction judgment on service recovesyy by the severity
of the failure. Many service problems that cust@rexperience can be characterized as only mildhpyng
McDougall and Levesque (1998), but still others cange to very severe. Consequently, the existefice
recovery paradox is conditional upon the magnitoitihe failure. Weak recovery efforts compound tlegative
effects of the service failure Shapiro and Niemameer, (2006). Conversely, customer satisfactianei@ses
when a moderate or high recovery effort is provjd#dtwing that a strong recovery effort can restevels of
satisfaction and promote positive future intentibfesxham (2001).

Studies have shown that the service recovery paratienomenon may only exist after one service f@ailu
Zeithaml et al., (2006). If a customer experiengesgcond service failure, the likelihood that tistomer will
be delighted or satisfied with the recovery effdgsquite minimal. Research shows that more thdh dfa
attempted recovery efforts only reinforce dissatisbn Hartet al, (1990). If the service recovery process does
not take place successfully, the customer suffergice failure again during the recovery processulting in
double failure, referred to as “double deviation.

Bitner et al. (1990, p. 80) define a double deviation as “a @ieed inappropriate and/or inadequate response to
failures in the service delivery system”. Doublevidtion generates a state of strong emotionalidanhat
motivates the consumer to want to inflict injury ttve service provider. Only when the customer bekghat he
or she has inflicted sufficient injury on the compawill he or she stop feeling angry Casado et(2011).
According to Varela-Niera et al., (2010), if custen® perceive that the service recovery is not emotingy may
experience more intense negative emotions than thiteservice failure, whereas if they consider skevice
recovery adequate, they may feel positive emotidNgh services that are prone to failures, an dgoél
reputation becomes an important insulator, pratgc firm from some of the negative consequencéailofes
Nikbin, Ishmaili, Marimuthu and Abu-Jarad, (2011).

Service recovery research has found that effectieevery is essential to maintaining a steady costobase
Rinberg, Odekerken, & Christensen, (2007). Thiadyecustomer base translates into steady castwisfibat
may enhance the survival and prosperity of thermssi.

6. Methodology

The critical incident technique (CIT), used prewlyuin numerous marketing and management studigs (e
Bitner et al, 1990; Keaveney, 1995); Gremler (2004) was adofiiedhis study. According to Casado et al.
(2011), the critical incident techniques is vergfu$ method in service research, especially inestigations of
service failure and recovery and customer switchielgaviour. Casado et al. (2011) defined a critingiient as
the most recent problem of special relevance tlaistomer had experienced during his or her reiakiip with
the service provider.

6.1 Population

Respondents of this study were Ghanaian bank cestomho had experienced service failure within ghst
two years, and complained in one form or the ottlereby giving the bank the chance to recover fthen
failure. The focus was on customers, as they déterthe success or otherwise of the service eneguamd the
period of having experienced service failure wastéd to two years to ensure that the respondentisi wividly
recall the recovery process and their evaluations.

6.2 Sample Size

A convenience sample of 135 was used for this stDd to the fact that only a small minority of tamers
who experience service failure do complain, only5 1&stomers who had experienced service failure,
complained in one form or another, as well as beiiting to be part of this study were obtained hiiit the
three month period of primary data collection.

6.3 Sampling Technique

The study used the purposive sampling techniqusetect the customers who could be part of the surve
According to McBurney and White (2004), a purpossanple is selected non-randomly but for a pasicul
reason. The reason in this case was that only mesgwho had experienced service failure and cdngalato
enable the banks either recover from the servideréaor do nothing at all were considered suitafolethis
study. This would make it possible to test for rey outcome, which is an essential componentisfrésearch.
6.4 Questionnaire Design

The questionnaire had four sections, covering backyl of respondents, major causes of serviceréilu
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service recovery and recovery outcomes. The fistien, containing nine (9) questions, coverediidiekground
of the respondents.
The second section also had eight (8) questiomasfive point Likert scale. Respondents were recueegl pick
an option from the five point Likert scale on thksvel of agreement with a number of statementsauses of
service failure in banks. The third section likesyifad seven (7) questions in a five point Likegles covering
service recovery. The fourth section had five (8¢gtions also with five point Likert scale optiofrgm which
respondents were expected to choose appropridteemn the recovery outcomes.
6.5 Pre-testing
Churchill (2001) suggests that data collection #howot begin without an adequate pre-test of thestjannaire.
The questionnaire was therefore pre-tested amaotakof 15 people made up of 8 students from thaddman
campus of the Methodist University College and ihers of the Maranatha Congregation of the Preshyte
Church of Ghana, Ashaiman (Tema).This enabled ¢searchers to restructure some questions and decide
administer the questionnaires in person to endidentexplain the concepts of service failure andicer
recovery to respondents with low academic backgisua enable them be a part of the study.
7. Data analysis and discussion of results
The data collected from this study was analysedgudie SPSS statistical software. Descriptive gtatanalysis
involving the mean and standard deviation were tigexvaluate the responses from the respondetite ctudy
on the various questions on the questionnaire. le2rcimis coefficientn was used to test the reliability of the
guestions. Regression analysis was also usedtttheemediation effect of service recovery in takationship of
service failure and recovery outcomes.
This research was conducted using a sample of a8 mers of banks in Ghana who have experienceitser
failure and complained about the failure, to astlessffects of service recovery on recovery outeem29 out
of the 135 questionnaires received were consideatid for analysis, and the remaining 6 were rejdctt were
incomplete and 2 had some inconsistencies. This gaxalid response rate of 95.65%.
7.1 Service Failure
The means and standard deviations of the variainider service failure are shown in table 4.3.

Table 4.3: Service failure (Descriptive statistics)

Service failure Mean S.D.

Bad employee attitude to customer concerns 3.30 4 1.3
Slow service delivery 3.81 1.19
Failure of computer systems and equipment 3.55 1.33
Cumbersome procedure at the bank 3.49 1.21
Unfavourable bank policies (e.g. granting loans) 503. 1.20
High bank charges 3.51 1.23
Long queues at the banking hall 3.90 1.29
Uncomfortable banking hall 2.90 1.39
Total 3.50 0.70

From table 4.3, it can be observed that thereearcbvidence of service failure in the areas ifiedtisince the
overall mean (3.50) is approximately 4. Compardjivhe area where there is clearest evidence nficge
failure is long queues at the banking hall (3.90)is is followed by slow service delivery (3.81aijléire of
computer systems and equipment (3.55), high bardrgels (3.51), unfavourable bank policies (3.50),
cumbersome banking procedures (3.49), bad emplatgitede to customer concerns (3.30) and unconiftata
banking hall (2.90) respectively. The customers hambt similar views regarding slow service delivay a
service failure (least standard deviation).

170



European Journal of Business and Management www.iiste.org
ISSN 2222-1905 (Paper) ISSN 2222-2839 (Online) g
Vol5, No.30, 2013 STE

7.2 Service Recovery
The means and standard deviations of the variainider service recovery are shown in table 4.4.
Table 4.4: Service recovery (Descriptive statigtics

Service recovery Mean S.D.
They did not argue with me 355 1.18
They acted fast in resolving the problem 3.10 1.27
They showed concern for my problem 341 1.16
They apologized for my inconvenience 3.27 1.23
They kept me informed of what they were doing &otee the problem 285 121
They gave me some form of compensation for my tesib 1.74 1.09
They asked if | was satisfied with what they hadealto resolve the problem 244 117
Totals 290 0.78

From table 4.4, it can be observed that there islear evidence of service recovery in the areastifled since
the overall mean (2.90) is approximately 3. Comipegdy, the area where there is clearest evidericevice
recovery is not arguing with customers. This islolekd by showing concern for customers’ problems,
apologizing for inconveniences, acting fast in heisg problems, keeping informed of banks meastwesolve
problem, asking if satisfied with measures adoptedolve problem and giving compensations for tfesib
caused. The customers had most similar views regattie non-existent nature of compensations foukites
caused (least standard deviation).

7.3 Recovery Outcomes
The means and standard deviations of the varialvlder service recovery are shown in table 4.5.
Table 4.5: Recovery outcomes (Descriptive stas}tic

Recovery outcomes Mean S.D.

| was satisfied with how they resolved my problem 3.09 1.27

| was more satisfied than | would have been iféhHead not been a problem 2.57 1.19
| have been talking to my friends and relativestlom good way and manner they resolve

problems 2.84 1.25

I am now a much more loyal customer of bank asalref the way and manner they resolve

problems 3.02 1.23

| am not considering switching to another bank 3.17 1.35
Total 2.95 0.91

From table 4.5, it can be observed that there islaear evidence of a very positive recovery outcetimethe
areas identified since the overall mean (2.95p@aximately 3. Comparatively, the area where tliethe most
positive outcome is not switching to another bahhkis is followed by satisfaction with how problenmasv
resolved, much more loyal customer as a resultoaf they resolved problems, and | am more satisfied |

would have been if there had not been a problera. clistomers had most similar views regarding beioge

satisfied than they would have been if there hadren a problem (least standard deviation).

8. Key findings

() The research findings identified long queuesbanking halls as the highest cause of serviceirtailn
Ghanaian banks. This was followed by slow serviekvdry, failure of computer systems and equipmébitgh
bank charges and unfavourable bank policies thay @deistomers access to loans respectively. It igeler
evident that the three major causes of servicarfaih Ghanaian banks are interrelated. This iabse failure in
computer systems and equipment may lead to sloviceedelivery, which may also lead to long queueshie
banking hall. Out of the 8 factors included in theestionnaire, respondents agreed that 6 causeideséailure
in banks. They were however not certain whetheromiortable banking halls and bad customer attittede
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customer concerns caused service failure in thanké The mean on all the factors (3:501.0) however
indicate that respondents on the whole agreedhkdisted factors cause service failure in Ghanbianks.

(i) On service recovery, the objective was toedetine whether recovery measures adopted by thkshan
response to service failure were adequate in lgadicustomer satisfaction. In this regard, théofeing factors
examined: not arguing with complaining customersting fast in resolving customer problems, showing
concern for customer problem, apologising for cop inconvenience, keeping customers informed ef th
recovery process, giving some form of compensataod, finding out if customers are satisfied wita tecovery.
Considering the individual factors, not arguinghwtustomers received the best score (3:360) and giving
some form of compensation received the lowest s¢higl~ 2.0). Thus, the respondents agreed that the bank
employees did not argue with them and did not agineé they were given some form of compensatiore Th
overall mean of all the factors (2.90) on a 5 phikert scale indicated that respondents were adan that the
banks had undertaken good recovery.

(i) To determine respondents’ evaluation of thecavery and their reactions, the questionnaire (ot
determine the following: respondents’ satisfactimith how their problems were resolved, whether theye
more satisfied after the recovery than they woualdehbeen if there had not been any failure in itisé flace, if
they were giving good word-of-mouth, whether thegrevloyal customers as a result of the good regover
strategies of their banks, that they were congidesivitching. The mean of all the factors (2.9%) nlot indicate
positive attitude towards the recover strategieshef banks. As to whether they were consideringcéivig
however produced a mean of 3.17, indicating thajoritg of the respondents were not sure they were
considering switching to other customers. Thigirie with the findings of Casado et al. (2011hene majority

of the respondents indicated they were dissatisfigd the services of their banks, but were notsidering
switching. This might be due to the fact that mi#&joof the respondents (56.6%) had more than omk ba
account, supporting anecdotal evidence that mangn&hns practice multiple banking to cope with poor
services in their banks. The service recovery patadas not manifested in this study, possibly doe t
unsatisfactory recovery strategies adopted by #iekd The service recovery paradox only comes [idgy
when excellent recovery has been effected to thghief the customer.

9. Managerial Implications

It is evident from the research findings that cotlye customers are not satisfied with the recowmgasures
adopted by Ghanaian banks. The banks should thmerefdopt a recovery culture which is championed by
management, with full support and participatioratfemployees. Management commitment has been fdand
be linked with service recovery performance, thiowgnployees' affective commitment and job satigfact
(Babakus et al., 2003; Ashill et al., 2006). It mseGhanaian banks have not been attributing thairesh
importance to service failure in their drive to irope upon their service quality and this needset@adidressed.
From the findings, long queues in banking hallsassidered the highest cause of service failuthénGhanaian
banking industry. The fact that this is a perenpiablem puts the banks in a bad situation. This &tuation
customers believe is not beyond the control of rganmeent. The continued occurrence of the problengessig

the banks are either insensitive to customer cosceasr totally inept in devising strategies to @eene this
phenomenon.

From the research findings, respondents agreedothatr factors such as slow service delivery, failof
computer systems and equipment, high bank chargksravourable bank policies are causes of sefaitge

in Ghanaian banks. With the stiff competition ie BBhanaian banking industry and high profits deddary the
banks, it should not be too difficult for bankstéie advantage of these findings and expand tlagikibg halls;
train and motivate their employees to deliver qusekvices with the proverbial constant smile; udgréheir
computer systems and network, acquire the necedsaciups to ensure constant electrical power and
continuous access to computer files; reduce bardtgels; and ensure that procedures and policieshmatc
advertised promises.

It was evident from the research findings that teepondents were not enthused about current recover
strategies of the banks. A study conducted by Deffgl. (2006) in the United States of America hawever
proven that it is possible to obtain high custossisfaction after service recovery in the bankiustry. One
can therefore say that Ghanaian banks are notiadojhie best recovery strategies. For recoveryegies to
obtain full customer satisfaction, it is recommeahdeat they should involve all the aspects of &&s (justice)
such as procedural fairness, outcome fairnessiaittten fairness and informational fairness Zeithamal.,
(2005).

The banks should therefore ensure that employee®dargue with customers who suffer service failor try

to blame the customers or others for the failuret fast in resolving the problem; show concern for
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complainants’ problems; apologise for inconveniesuaffered by customers; keep customers informethef
causes of failure and what is being done to corteetproblem; give compensations where customeve ha
experienced severe failure and as a result are aregyy, anxious and disappointed; and follow ugrathe
recovery by finding out if customers are satisfigith the recovery measures undertaken. This follgpawill
give very good information on what customers exjpetihe recovery process.

10. Conclusion

It can be concluded from the findings of this stublgt like many service industries, service failisea real
problem in the Ghanaian banking industry. One wdhktefore expect the banks to focus on good regove
strategies to recover effectively from these faturUnfortunately, the recovery measures adopte@Hhanaian
banks do not lead to customer satisfaction as lideadpected. The inference is that either the baales
undertaking poor recoveries or they have been iggahe complaints of customers who suffer servikire.
The banks might therefore be losing out on thetpwesbutcomes of service recovery which include sevded
corporate image, customer loyalty, customer lifetimalue, and good word-of-mouth communication from
customers. Although Colgate (1999) revealed thateslominant feature of the banking industry is thaly a
relatively small number of customers exit from th@iain bank annually, it will be quite suicidal f&hanaians
banks to put their hopes in this phenomenon anémizkk poor service recoveries.

Relating the fact that majority of the respondemtse not certain they were going to switch in spiteheir
obvious dissatisfaction with their banks to thedewvice of multiple banking practiced by most ofrbgpondents,
it could be concluded that majority of the custosnare spuriously loyal to their banks. Such custsnaese
known to be eventually harmful to the service orsaiion, in that, they do not defect possibly dusdame high
switching costs, but stay and give bad word of indaotthe detriment of the organisation. It will tefore be
dangerous for Ghanaian banks to use customer defexs the main indicator of customer dissatistarctvith
frequent service failures coupled with poor or ecaveries.

11. Future research areas

This study was conducted within the Accra and Teme#ropolitan areas in Ghana, and all the resposdeaie

customers of the 27 commercial banks in the couifitngre are however major second tier banks suchager

savings and loans companies which have been ukifggtenost of the core functions of a bank. There as

well over 135 rural and community banks spreadedlr the country. Future research may seek to witlen
scope to include these categories of banks anddhsiomers.

This study examined service failure, recovery awbvery outcomes in the Ghanaian banking industmy tthe

customer’s perspective. Future studies may be aiedurom the banks and their employees’ perspegtito

ascertain whether they have any formal recoventegiies and guidelines in place to be implememexhses of
service failure, and whether these strategies haee leading to customer satisfaction.
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