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Abstract: The hotel industry significantly contributes to tourism, local econ-
omies, employment, and destination development.

Despite their dedication to effective management and service, hotel manag-
ers still experience service failures. Due to the simultaneity of production and 
consumption in hotels, achieving a completely flawless service is impossible 
(Del Río-Lanza et al., 2009).

A service failure triggers the service recovery process. This recovery effort gives 
hotels a valuable opportunity to please customers affected by service disruptions.

This study uses primary research by conducting interviews with hotel man-
agers to explore their perspectives and strategies regarding service failures 
and recovery efforts. Thirty-two Albanian managers from hotels and hotel 
complexes participated in interviews. The analysis is presented descriptively, 
with a summarized overview of the managers’ responses to each question. This 
research lays the groundwork for future studies exploring consumer viewpoints.
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1.	 INTRODUCTION

Changes in the hotel industry environment are a result of globalization, domestic economic 
conditions, developments in the service, tourism, and hospitality industries, and increased 

competition (Petzer, 2005).

This paper centers on service failure and recovery within the hotel and tourism industry. Hotel 
employees interact with customers frequently. This interaction significantly increases the chance 
of service failure. According to numerous researchers, a service failure occurs when the service 
doesn’t meet customer expectations. Kelley and Davis (1994) identify frequency and severity as the 
two key factors influencing service performance, in addition to the timing of service failures. The 
hospitality industry is significantly affected by service failures because of these factors (Lewis & 
McCann, 2004). Since services are produced and consumed simultaneously through co-produc-
tion, ensuring a 100% error-free service is not possible (Fisk & Coney, 1982). In other words, in 
services, it is impossible to guarantee “zero defects” (Lewis & McCann, 2004; Kim et al., 2009).

Service recovery policies involve actions taken by service providers to respond to service failures 
(Gronroos, 2000). Therefore, recovering from any failure is a good opportunity for hotels to satisfy 
their customers, who may have encountered a service malfunction. Customer perception of a hotel 
is heavily influenced by service recovery (Kuenzel & Katsaris, 2009).

Several authors offer their definitions of service recovery. The process of dealing with service 
failures is termed “service recovery” by Hart et al. (1990) and Johnston (1995). According to 
Zemke and Bell (2003), service recovery is a planned process that aims to regain customer satis-
faction following unmet expectations. Therefore, they see it as a process. According to Dutta et 
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al. (2007), “effective service recovery is a planned and managed event to satisfy a customer, after 
a service failure”, so it can be seen as a means to retain customers after a failure. In other words, 
service recovery can be thought of as the ultimate goal to encourage customers to continue to buy.

2.	 INTERVIEW DESIGN

An extensive literature cited and throughout the summary analysis of the interviews was used to 
draft the interview. The literature delves into many aspects such as the study of the failure phe-
nomenon (Fisk et al.,1993; Hoffman & Bateson, 2010; Koc, 2017; McCollough et al., 2000; etc.), 
service recovery strategies (Cranage, 2004; Bitner et al., 1990; etc.), the role of personnel in service 
failure and recovery (Cranage, 2004; Saleh & Ryan, 1991; Boshoff & Allen, 2000; etc.), consumer 
satisfaction after service recovery (Hoffman & Bateson, 2010) the impact of customer satisfaction 
after recovery on customer retention and word of mouth (Chen & Gursoy, 2000; Yuksel et al., 
2006), etc. Some of the literature focuses on research within the hotel industry (Mattila et al., 2000).

The interview uses a semi-structured format, incorporating both open and closed questions. The 
guided questions highlight failure and the role of service recovery in keeping customers loyal and 
spreading positive feedback.

The interviews were conducted in 32 hotels and hotel complexes in Albania. The intended snowball 
method sample selection failed in some cases because of distance, repeated structures, or hotel 
refusal. The data analysis was done in a descriptive form, where for each question the opinion of 
the interviewees was summarized.

3.	 ANALYSES OF INTERVIEW RESPONSES

Despite continuous improvements in service quality, service firms inevitably make mistakes 
resulting in dissatisfied customers. Therefore, effective complaint handling is crucial for suc-
cessful customer recovery and retention. Hotel companies and other service firms need a service 
recovery program.

How well do hotel managers understand when service has failed? Several interviewees don’t grasp 
that dissatisfied customers always indicate service failure. Regarding service failure, only a few 
interviewees had theoretical knowledge. Meanwhile, it’s important to acknowledge that interna-
tional service businesses always face the risk of failure. Some studies recognize that failures are 
hard to prevent because of the service nature (Fisk et al., 1993; Hoffman & Bateson, 1997), and 
service recovery is now a strategy used by companies to regain customer satisfaction and loyalty 
(McCollough et al., 2000). The high customer-employee interaction and inherent service charac-
teristics (inseparability, heterogeneity, perishability) make tourism and hospitality prone to ser-
vice failures (Koc, 2017). According to the data, 81.25% of interviewees are familiar with service 
failures, whereas 18.75% have difficulty admitting their awareness. They defend their response by 
citing few customer complaints, inflated claims, insignificant problems, unwillingness to admit 
fault, employees not reporting failures, etc. The main challenge in understanding the issue is the 
low percentage of dissatisfied customers who voice their complaints.

Instead, a majority of customers switch providers, sometimes even retaliating with negative word-
of-mouth (Singh, 1990; Andreassen, 2001). Recent studies continue to highlight the phenomenon 
of silent dissatisfaction among customers. Hyken reported in 2020 that 96% of customers remain 
silent about complaints, with 91% never returning, for instance. Similarly, a 2020 Forbes article 
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indicates that 96% of customers are willing to switch companies due to poor service. Recent 
studies continue to highlight the significant impact of negative word-of-mouth from dissatisfied 
customers. A survey revealed that 22 out of 32 managers (68.75%) could identify customer dissat-
isfaction, with the remaining 10 (31.25%) unable to do so. The positive outcome can be attributed 
to their relevant experience, their approach to pinpointing issues (e.g., written records, or direct 
contact), and management’s acknowledgment of the company’s service weaknesses. Failure to 
identify dissatisfaction signifies a deficit in management skills.

To boost offerings and maintain customer satisfaction, service providers need to encourage customer 
complaints in case of failures Tax et al. (1998) offer various ways to boost customer complaints, 
including setting performance goals, highlighting service recovery’s value, providing complaint 
instructions, and leveraging technology. The question of whether management supports customer 
complaints regarding service failures elicits varied responses. Ten (31.25%) of the respondents 
stated they are open to customer complaints, but do not use a concrete strategy (they occasionally 
ask customers personally or check all the hotel premises in terms of hygiene, furnishings, tidiness 
or staff behavior); six (18.75%) are directly interested in encouraging customers to inform about 
their dissatisfaction using direct communication to the staff or written communication form in the 
room/reception; ten (31.25%) think that although the hotel structure does not use any strategy, it 
creates confidence with customers to be open about the concerns they have; the rest (six or 18.75%) 
are skeptical about encouraging customers to complain. A significant portion (81.25%) is keen 
to learn about customer problems and comments. Yen et al. (2004) highlight that comprehending 
service failures causes getting customers’ internal perspectives on their causes. Employee and 
customer interaction observation and interviews with employees dealing with customers are 
additional methods for determining causes of service failures (Yen et al., 2004). Complaint data 
is crucial for quality management, as it helps fix service design and delivery issues, leading to 
first-time service success (Lovelock, 1994). Three methods for failure detection and data collection 
are recognized in the existing literature (Michel et al., 2009): total quality management (TQM) 
widely used in services (Lovelock & Wirtz, 2004; Corbett, 2006; Lee et al., 2006; George, 2003); 
mystery shopping (Finn, 2001); and the critical incident method (Edvardsson & Strandvik, 1999; 
Bitner et al., 1990; Nexhipi, 2015).

Regarding the question “What are customer complaints? “we have made a grouping using the 
approach of Cranage (2004) into failures attributable to the physical environment and failures of 
personnel service. To help identify cases, Saleh and Ryan’s (1991) hotel service elements are listed 
for each of the two groupings. Cases of failure in the physical environment are hygiene, basic 
services and structural design.

For eighteen (56.25%), customer complaints in the hygiene area are focused on the cleanliness of 
the rooms/toilets, the lack of products and towels (from most frequent to least frequent). Cleanli-
ness is a top priority, so complaints are infrequent. To summarize, all hotel managers considered 
cleanliness important. While, in the complaints regarding the design of the structure, a concern 
was the noise outside the hotel (31.25%) and the lack of additional services (18.75%).

Customer-employee interactions are frequent in the hospitality industry. The intensification is most 
evident in hotel services, characterized by continuous, 24/7 operations (Lewis & McCann, 2004). 
Essentially, customer experience success hinges on how employees handle crucial moments of 
interaction with customers (Ford et al., 2012). Sternlicht’s 2002 study showed that most customer 
complaints centered on employee staff. Referring to the grouping, (33.33%) of the nine complaints 
refer to the physical environment. All other complaints are addressed to the staff (66.67%).
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The managers’ overall response was positive when asked during the interview about the impor-
tance of a structured service recovery program. However, among the responses: 56.25% (eighteen) 
deemed it very important; 31.25% (ten) consider it important, but prioritize avoiding failures more; 
meanwhile, 12.5% (four people) believe the situations aren’t serious and are immediately resolvable. 
Their objective is to rectify the error and ensure customer satisfaction. Effective service recovery 
can boost customer perceptions of quality, generate positive word-of-mouth, improve satisfaction, 
and foster stronger, more loyal customer relationships (Michel et al., 2009).

Research indicates a positive correlation between customer satisfaction and effective service 
recovery, as well as perceived fairness. When assessing service recovery, customers compare 
their investment (time, effort, money) against the return (recovery methods, policies, and staff 
conduct). Perceived fairness is precisely how customers evaluate inputs versus outputs (Sumaco 
& Richardson, 2011). The extent to which customers are satisfied depends on the effectiveness of 
recovery and their perception of fairness (Hassan et al., 2014). Whereas, perceived fairness is “the 
key factor influencing customers’ judgments on the evaluation of the recovery process” (Tax et al., 
1998; Schoefer & Ennew, 2005) and satisfaction after service recovery (McColl-Kennedy & Sparks, 
2003). Equity theory (Adams, 1965) is frequently applied by customers assessing service recovery 
efforts of companies. Adams (1965) initially suggested that fair treatment in relationships hinges on 
a perceived balance between economic inputs and outputs (Kau & Loh, 2006). From the literature 
review, justice theory and its three dimensions (distributive, procedural and interactional) appear 
to be the dominant theoretical framework applied to studies of service recovery (Tax & Brown, 
2000). For Boshoff (1999), Davidow (2000) and Estelami (2000), the three dimensions of service 
recovery for firms are compensation, employee behavior and responsiveness/speed of response. 
Davidow (2000) defines compensation as the benefits a customer receives after complaining to a 
service provider. Employee behavior refers to interpersonal communication between employees 
and complainants, while responsiveness refers to the speed perceived by customers regarding the 
way their complaints are handled (Davidow, 2000).

Next, we asked, “How frequently do you utilize these service recovery methods? Following this, 
a series of scientific articles were assessed. In total, the following were listed: inaction; apology; 
repair/correction of the service/product; replacement; and compensation (offering a price discount; 
offering free gifts; offering a service/product of higher value; giving the service/product for free). 
The question was designed with a Likert scale from 1-never to 5-always.

The data shows most managers apologize for failures; inaction is rare. Corrections are made more 
often than replacements. Concerning compensation, dissatisfied customers most often receive 
gifts or higher-value products/services. According to their philosophy, offering discounts or free 
services to dissatisfied customers is less common. Regardless of the failure’s severity, managers 
seem to prefer using apologies for recovery.

Kysilka and Csaba (2013) report that conflicting attitudes between customers and frontline personnel 
contribute to customer loss. While prioritizing customer satisfaction, managers neglect employee 
support (Kysilka & Csaba, 2013). Meanwhile, some factors affecting hotel service provision are 
beyond a manager’s control. Customer service staff are vital to the success of hotels (Magnini & 
Ford, 2004). Marketing literature significantly highlights the employee role, particularly front-
line staff, within service quality models. Staff and customer interaction is significant in the hotel 
industry (Chebat & Slusarczyk, 2005; Collie et al., 2000; Karatepe, 2006). A hotel’s success and 
progress hinge on its staff’s expertise, abilities, and creativity (Crawford & Riscinto-Kozub, 2010). 
Moreover, frontline staff (customer-facing) are key to quality assurance (Lewis & McCann, 2004; 



303

Management Perspectives on Service Recovery Strategies in the Hotel Industry, Albania ﻿

Boshoff & Allen, 2000). In light of this reality, effective service recovery strategies are crucial for 
overcoming failures and restoring customer satisfaction (Cranage, 2004). The interaction between 
customers and staff during recovery is key to overall customer satisfaction (Martin, 1993). Ser-
vice recovery is achieved by training and managing employees to effectively handle complaints, 
empowering them throughout the resolution process, celebrating successes, and disseminating 
best practices across the organization (Eccles & Durand, 1998).

Chart 1. Utilization of the service recovery methods
Source: Own research

For the question “How would you define a satisfied customer?” we have listed several statements 
that interpret customer satisfaction as a function of the service provided.
1.	 Customer satisfaction is a key indicator of service quality; 
2.	 Satisfied customers result from providing fair service, procedures, and delivery that meet 

or exceed expectations.;
3.	 Returning customers are a result of satisfied customers; 
4.	 A satisfied customer means a positive advertisement, without cost; 
5.	 Addressing customer complaints effectively leads to even higher satisfaction (Diving into 

the service recovery paradox).

Chart 2: “Satisfied customer”, according to the vision of the managers of a hotel structure
Source: Own research
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What’s the significance of keeping your loyal customers to you? Manager responses show 68.75% 
consider it important and 31.25% consider it very important. Many of them still don’t see cus-
tomer retention as crucial. To what extent do online comments from customers matter to your 
hotel? What do you think their effect will be? The answers all highlight the high importance of 
the matter. They are positive about information technology’s progress because online rumors can 
create fame. The final three interview questions focused on customer profiles, hotel features, and 
staff characteristics. Research consistently highlights the importance of customer demographics 
in shaping expectations, perceptions of satisfaction, and subsequent behavior (Mattila et al., 2000; 
Mok & Armstrong, 1998; Chen & Gursoy, 2000; Yuksel et al., 2006). Predominantly, their cus-
tomers are males aged 25-50, of foreign origin, and possessing high average incomes. Demand is 
influenced by seasonality. Stays usually last for fewer than five nights.

4.	 FUTURE RESEARCH DIRECTIONS

Scientific studies on service marketing’s service failure and recovery aspects are limited in Albania. 
Since most local businesses are service-based, efficient service failure and recovery are crucial 
for the national service industry. In addition, the quality of services offered by hotels has a direct 
effect on how local tourism is viewed.
-	 This study concentrates on how hotel managers view service failures and recovery; future 

studies should include the customer perspective.
-	  The paper indicates that consumer demographics are influential factors, prompting a call 

for further research to assess the impact of both demographic and behavioral characteristics 
on consumer perceptions of service failures.

-	 Our study highlights the critical role of frontline employees in service recovery, making 
further research on their complaint management and recovery contributions valuable.

-	 Furthermore, concentrating on recovery enables research into various service recovery types 
and their effects on customer satisfaction post-recovery.

-	 Let’s examine the crucial role of service recovery in key sectors like finance, telecoms, and 
healthcare within our nation.

5.	 CONCLUSION

Tourism and accommodation services are interdependent. The complexity of hotel service, its 
duration, tangible and intangible aspects, and constant staff involvement, increase the risk of 
service failure. High customer expectations and readily available information often lead to a dis-
connect between perceived and expected service quality. Under these circumstances, recovering 
from service failure is critical. Effective recovery is crucial because customer retention hinges on 
how well service failures are addressed. Management decisions and the characteristics of service 
failures influence the choice of recovery strategies.
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