IConEnt

The 5™ International Conference on Entrepreneurship

Service Failure and Recovery: The Best Defense Is a Good Attack

Dr. Ir. Dewi S S Wuisan, M.M¢, Prof. Dr. Hendra Achmadi, M.M., M.Acc.?, Dr. Oscar Jayanagara,
S.Sos., M.Th. ¢, Dr. Sylvia Samuel, S.E., MBIL¢, Dra. Gracia Shinta S. Ugut, MBA., Ph.D¢

Pelita Harapan University, Jalan M.H. Thamrin Boulevard No.1100, Klp. Dua, Kec. Klp. Dua, Kabupaten Tangerang,
Banten 15811, Indonesia

®Pelita Harapan University, Jalan M.H. Thamrin Boulevard No.1100, Klp. Dua, Kec. Klp. Dua, Kabupaten Tangerang,
Banten 15811, Indonesia

Pelita Harapan University, Jalan M.H. Thamrin Boulevard No.1100, Klp. Dua, Kec. Klp. Dua, Kabupaten Tangerang,
Banten 15811, Indonesia

dPelita Harapan University, Jalan M.H. Thamrin Boulevard No.1100, Klp. Dua, Kec. Klp. Dua, Kabupaten Tangerang,
Banten 15811, Indonesia

“Pelita Harapan University, Jalan M.H. Thamrin Boulevard No.1100, Klp. Dua, Kec. Klp. Dua, Kabupaten Tangerang,
Banten 15811, Indonesia

ABSTRACT

Service failure is an inevitable aspect of any service-oriented business. When failures occur, the organization’s response is critical
in shaping customer perceptions, satisfaction, and loyalty. This paper explores the notion that "the best defense is a good attack" in the context
of service failure and recovery strategies. Proactive recovery initiatives, such as clear communication, swift actions, and personalized
solutions, often outperform reactive or passive approaches in mitigating the negative effects of service failures. By employing a strategic
recovery process, businesses not only address the immediate dissatisfaction but also create opportunities to strengthen customer relationships
and even enhance brand reputation. The study examines key components of successful service recovery, including the role of empathy,
transparency, and empowerment of frontline employees. It highlights the importance of preemptive measures such as employee training and
the establishment of service recovery protocols. Furthermore, this paper discusses the psychological impact of recovery efforts on customers,
emphasizing the significance of perceived justice—distributive, procedural, and interactional. Drawing from real-world examples and
empirical studies, this research provides actionable insights for managers aiming to transform service failures into opportunities for
improvement and differentiation. By adopting a mindset of proactive engagement, businesses can turn potentially negative experiences into
moments that foster customer trust and loyalty. Ultimately, the findings suggest that an offensive approach in service recovery is not merely
damage control but a strategic advantage in the competitive service landscape.

Keywords: Service Failure, Service Recovery, Proactive Strategies, Customer Satisfaction, Perceived Justice, Frontline Employee
Empowerment, Brand Reputation.

INTRODUCTION

Service failure is an inevitable aspect of any service-oriented business, regardless of its size or
industry. It occurs when a service does not meet the expectations of customers, resulting in dissatisfaction
and potential loss of loyalty. The importance of addressing service failures cannot be overstated, as
customers often judge businesses not only by the quality of their services but also by how effectively they
recover from failures. In this context, adopting a proactive and strategic approach to service recovery is
essential for sustaining long-term customer relationships and maintaining a competitive edge.
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The concept of "The Best Defense is a Good Attack" in service recovery emphasizes the
importance of taking preemptive and robust actions to address failures and rebuild trust. It shifts the focus
from merely reacting to customer complaints to implementing a systematic recovery strategy that
strengthens the overall service framework. By understanding the root causes of service failures and
employing innovative recovery techniques, businesses can transform negative customer experiences into
opportunities for improvement and loyalty building.

This report delves into the principles and practices of service failure and recovery, outlining
strategies to mitigate the impact of failures and enhance customer satisfaction. It explores the significance
of understanding customer perspectives, integrating recovery efforts with business models, and leveraging
technology to streamline recovery processes. The ultimate goal is to equip businesses with the knowledge
and tools to turn service failures into a springboard for success.

LITERATURE REVIEW

The design of a comprehensive course on service failure and recovery involves multiple
dimensions to ensure an in-depth understanding of the topic. This chapter outlines the core components
of the course, including its objectives, modules, and learning outcomes.

1. Fundamentals of Service Failure and Recovery
This module introduces participants to the basic concepts of service failure and recovery.
Topics include:
e Definitions and types of service failures
e Psychological and emotional impacts on customers
e The importance of first impressions in recovery efforts
Participants will learn to identify common service failures and develop a framework for
categorizing them based on severity and impact.

2. Understanding Customer Perspectives
This module emphasizes the importance of empathy and customer-centricity in service
recovery. Key topics include:
e Customer expectations and perception gaps
e The role of communication in managing customer emotions
e Techniques for active listening and conflict resolution
Through case studies and role-plays, participants will practice strategies to de-escalate conflicts
and rebuild customer trust.

3. Strategic Recovery Planning
This section focuses on developing and implementing effective recovery plans. Topics
include:
e Recovery frameworks and models
e The role of compensation and apologies
e Metrics for evaluating recovery effectiveness
Participants will engage in workshops to design tailored recovery plans for hypothetical
scenarios.
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4. Integration with Business Models
This module explores how service recovery can be embedded into broader business
strategies. Topics include:
e Aligning recovery efforts with organizational goals
e Leveraging feedback for continuous improvement
e Utilizing technology for predictive analytics and automation
Participants will develop strategies to align service recovery initiatives with customer retention
and revenue growth objectives.

METHODOLOGY

Effective learning requires an engaging and interactive methodology. This chapter outlines the
pedagogical approaches used in the course:

Case Studies : Real-world examples of service failures and recoveries will be analyzed
to extract key insights and lessons.

Role-Playing : Participants will engage in simulated scenarios to practice recovery
techniques in a controlled environment.

Group Discussions : Collaborative discussions will encourage the exchange of ideas and foster
critical thinking.

Diagnostic Assessments : Pre- and post-course assessments will evaluate participants' understanding
and skills development.

Film Showings : Visual narratives will illustrate the emotional and operational aspects of
service failures and recoveries.

RESULTS AND DISCUSSION

Preparation

The course preparation involved comprehensive planning and collaboration with stakeholders.
Initial meetings were conducted to understand the needs of participants and tailor the content accordingly.
A detailed schedule was developed, and materials were curated to ensure relevance and practical
applicability.

Execution
The course was delivered over multiple sessions using a blend of in-person and virtual formats.
Interactive workshops, role-plays, and case study discussions formed the core of the learning experience.

The sessions were well-received, with participants actively engaging in activities and providing positive
feedback.

Evaluation

Participants were assessed on their ability to design and execute recovery strategies through
individual and group projects. Feedback from participants highlighted the effectiveness of the course in
enhancing their problem-solving and customer management skills.

Discussion
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1. Recovery attributes and justice perceptions.

Multiple recent studies confirm that timeliness, fairness, and perceived
competence/warmth are critical to recovery outcomes (Gao et al., 2022). Recovery strategies must
match the type of failure and the delivery channel to restore relationship quality and loyalty. In
digital and chatbot contexts, customers evaluate “humanness” cues and transparency as strongly
as the actual corrective action (Xing et al., 2022).

2. Technology and automation.

Technological change introduces new failure modes—robotic errors, algorithmic bias,
system outages—but also enables faster recovery. Reviews of robot service failure show that
customers respond better when automated systems provide explanations and human-like cues (Liu,
2023). This suggests blending algorithmic speed with empathy and clarity.

3. System-level recovery capability.

Rather than ad-hoc fixes, organizations need embedded recovery systems. A multilevel
study in retail banking finds that combining policies, empowered employees, and IT support
improves recovery outcomes compared to stand-alone frontline action (Rao et al., 2024). Scholars
call for frameworks that integrate learning mechanisms to prevent recurrence (Mir et al., 2023).

4. Customer-driven remedies.

Innovative approaches such as ‘“demand-what-you-want,” which allow customers to
indicate preferred remedies, increase perceived justice and reduce negative word-of-mouth, though
they require clear boundaries and communication (Kron, 2023).

5. Context of crisis and online services.

During COVID-19, online service failures multiplied. Research shows that effective digital
recovery—clear communication, timely updates, and proactive outreach—was key to sustaining
loyalty (Ozuem et al., 2021).

Schedule PkM
NO | Activities OCTOBER NOVEMBER | DECEMBER
1 2 3 4 5 6 7 8 9 10 | 11 | 12 | 13
1 Preliminary Study
2 Preparation Meeting
3 Material Preparation
4 Proposal Preparation
5 Activity
Implementation
6 Data  Recap and
Analysis
7 Report Writing
8 Dissemination and

PKM Result Seminar
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Webinar
13.00 - 14.30 PresENTATION
14.30 - 16.10 Qand A

Team & Responsibilities

Team Leader: Dewi Wuisan
e Conduct observations regarding international collaboration and map them in the proposal.
e Determine the title.
e Discuss with the team as needed.
e Prepare the proposal and flyer.
Speaker: Prof. Hendra
e Conduct observations related to the needs combined with Artificial Intelligence and Branding.
e Discuss with the team members about the PKM material to be presented.
e Serve as the speaker in the PKM.
Members: Oscar, Sylvia Samuel, Gracia Ugut
e Assist in group discussions.
e Discuss with team members about the PKM material to be presented.
e Prepare for the implementation of PKM.

CONCLUSION

Service failures occur when customers perceive that a service has not met their expectations. In
the past, firms largely focused on reactive remedies such as apologies or compensation. However, the field
of service recovery has reached a crossroads and scholars recommend revitalizing it with broader
theoretical lenses and proactive strategies (Grégoire et al., 2021). In the past five years, service failure and
recovery research has moved from focusing mainly on reactive remedies to emphasizing integrated,
technology-aware, and learning-oriented systems. The best defense is a good attack: proactively designing
service processes, monitoring precursors of failure, and embedding transparent recovery mechanisms to
reduce negative impacts and restore trust more quickly. Yet because automated recoveries can feel
impersonal, the most effective systems blend rapid fixes with human signaling—apologies, explanations,
and empathy—and offer options that respect customer preferences. Future research should test multilevel
recovery architectures across contexts (B2B, digital platforms, robotics) and assess long-term loyalty
outcomes.
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