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Introduction
Frontline workers & customers: center of management concern
New service paradigm: 
factors that drive profitability:
· Investment in people
· Technology that supports frontline workers
· Revamped recruiting & training practices
· Compensation linked to performance for employees on every level
New economics of service require innovative measurement techniques: putting ‘hard’ values on ‘soft’ measures.
The Service-profit chain
· Profit and growth are stimulated primarily by customer loyalty.
· Loyalty is a result of satisfaction.
· Satisfaction is influenced by value of services provided to customers.
· Value is created by satisfied employees.
· Employee satisfaction results from high quality support services & infrastructure.
· SPC requires a special kind of leadership.
Customer loyalty drives profitability and growth
Quality of market share (customer loyalty) deserves as much attention as quantity of market share.
Measures:
· Customer retention
· Number of services used by each customer
· Depth of relationship
· Customer satisfaction level
Customer satisfaction drives customer loyalty
Xerox makes apostles and avoids making terrorists.
Value drives customer satisfaction
Customer value: results they receive in relation to total costs.
Employee productivity drives value
Southwest Airlines example
Employee loyalty drives productivity
Emloyee turnover implies a hidden cost: loss of experience and productivity
Employee satisfaction drives loyalty
Unsatisfied employee turnover = 3*satisfied employee turnover
Internal quality drives employee satisfaction
Employee satisfaction is determined by ability and authority of service workers to achieve results for customers.
The ‘importance of the mundane’: analysing work processes to the most minute detail.
Leadership underlies the chain’s success
Leaders will display a willingness and ability to listen.
Relating links in the chain for management action
Profitability depends on linking individual measures together into a comprehensive service picture.
Service-Profit Chain Audit
1. How do we define loyal customers? 
2. Do measurements of customer profitability include profits from referrals?
3. What proportion of business development expenditures and incentives are directed to the retention of existing customers?
4. Why do our customers defect?
5. Are customer satisfaction date gathered in an objective, consistent and periodic fashion?
6. Where are the listening posts for obtaining customer feedback in your organisation?
7. How is information concerning customer satisfaction used to solve customer problems?
8. How do you measure service value?
9. How is information concerning customers’ perception of value shared with those responsible designing a product or service?
10. To what extent are measures taken of differences between customers’ perceptions of quality delivered and their expectations before delivery?
11. Do our organization’s efforts to improve external service quality emphasize effective recovery from service errors in addition to profits?
12. How do you measure employee productivity?
13. To what extent do measures of productivity identify changes in the quality as well as the quantity of service produced per unit of input?
14. How do you create employee loyalty
15. Have we made an effort to determine the right level of employee retention?
16. Is employee satisfaction measured in ways that can be linked to similar measures of customer satisfaction with sufficient frequency and consistency to establish trends for management use?
17. Are employee selection criteria and methods geared to what customers, as well as managers believe are important?
18. To what extent are measures of customer satisfaction, customer loyalty or the quality and quantity of service output used in recognizing and recording employees?
19. Do employees know who their customers are?
20. Are employees satisfied with the technological and personal support they receive?
21. To what extent is the company’s leadership:
a. Energetic, creative
b. Participatory & caring
c. Listening, coaching & teaching
d. Motivation by missions
e. Leading by means of personally demonstrated values
22. How much time is spent by the organization’s leadership personally developing and maintaining a corporate culture centered around service to customers and fellow employees?
23. What are the most important relationships in your company’s service profit chain?
24. To what extent does each measure correlate with profit and growth at the frontline level?
25. Is the importance of these relationships reflected in rewards and incentives offered to employees?
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