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Abstract

Background: Due to the deregulation of the European airline industry within the 1980’s,
competition between airlines has intensified greatly. The emergence of low-cost carriers has
given rise to the competition on price. However, meeting customer demands and delivering
high-quality service, beyond the mere price factor, is still crucial for an airline’s survival.
Previous literature has focused on the interactive marketing aspect between employees and
passengers when it comes to service quality and customer satisfaction. Today, there is a gap
between what management does to satisfy its employees. This research will evaluate what
should be done by management in order to meet customer expectations and perform an
excellent service.

Purpose: The purpose of this study is to determine to what extent Germania’s management
inhibited its employees in delivering superior service quality and how distributed
communication within the Service Marketing Triangle negatively affects the Internal
Marketing Model. The study’s empirical findings contribute to existing internal marketing
literature and result in an extension of the Internal Marketing Model according to Ahmed and
Rafig (2002).

Method: A qualitative method consisting of semi-structured interviews with four former
airline employees and two focus groups of 13 students was applied. This setup gives insight
into both the consumer and employee perspective. Additionally, to handle the great amount
of data, a thematic analysis was applied.

Conclusion: This study shows how Germania inhibited its employees from performing their
work and deliver the service quality that was expected by customers. These inhibitions were



mainly found in the tools that the company provided. The shortcomings can be found within
the Service Marketing Triangle and an extension of the Internal Marketing Model is concluded
from these. The findings and existing theory prove, that employee motivation, job satisfaction
and employee empowerment are crucial aspects when it comes to meeting customer
expectations and hence, delivering excellent service. The degree of the employees’ empathy,
competence, and professionalism determine, whether the customer is satisfied and whether
they are loyal to the airline.
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1. Introduction

1.1 Background and Problematization of the Study

Any company within the service sector needs to develop a competitive advantage over its
rivals in order to sustain itself and be profitable in the long-run. Delivering high service quality,
above the sufficient level, is a crucial aspect for a firm’s survival (Suhartanto & Noor, 2012).
Satisfying customers, developing loyalty and generating positive customer engagement have
been greatly focused on within recent service marketing research. In addition, existing
literature and studies suggest that employees have a great influence on the customers’ level
of satisfaction and their perception of the service quality (Jahanzeb, Fatima, & Butt, 2013;
Kattara, Weheba, & Ahmed, 2015). Therefore, employees take over marketing roles by setting
customer expectations and the delivery of the actual service, which ideally live up to the
company’s promises. However, a company’s workforce can only perform their role in a
successful manner if they are motivated, satisfied, recognised and given clear performance
instructions by management (Hartline & Ferrell, 1996). The winning strategy to being
profitable in the long-run seems to be aligning human resource management, marketing
activities to performance standards, and the customer’s desired service quality to the
perceived service quality. Especially within the airline industry, deregulation and the following
intensified competition has made it more difficult for companies to sustain themselves

(Barrett, 2004; Pinkham, 1999).

Historically, the European airline industry has been highly regulated by governments. Market
size and market shares were predetermined, new entrants were banned, and competition on
price did not exist (Barrett, 2004). The U.S. Congress passed the Airline Deregulation Act in
1978, which successfully enhanced competition and decreased ticket prices for passengers.
Aiming to achieve a less regulated economic environment and decreased ticket prices in
Europe, the European Union introduced a legislation in 1987 to deregulate the airline
industry. Airlines were now given the opportunity to decide which countries and cities
received flight capabilities and at what price (Pinkham, 1999). Due to that, numerous carriers

have since been created, leading to the emergence of low-cost carriers, which compete



intensively on price through the use of only one type of aircraft, operating from secondary
airports, and no-frills service offers (Barrett, 2004; Pinkham, 1999). In turn, this resulted in an
intensified competitive landscape for European airlines. The main response of remaining
airlines, categorised as full-service carriers, was to radically lower costs through restructuring
programs, which led to drastic salary reductions. It can be argued that airlines with lower cost
structures are a major threat to full-service carriers, and every company in between the two
spectrums. How successful has the European airline industry deregulation really been, when
it comes to enhanced competition, lowering prices for passengers, and mobilising service
arrangements? As of today, the industry landscape suggests that business models of full-
service carriers are under high pressure, as low-cost carriers increasingly gain in market size
and share (Burghouwt, Leon, & Wit, 2015). In addition, airlines do not only face challenges
due to the intense rivalry, but also due to increased customer demands in service quality
(Suhartanto & Noor, 2012). Airlines are focusing on enhancing customer loyalty in order to
remain profitable in the long-run (Chen & Hu, 2010). Because of the mentioned industry
characteristics, airlines are compelled to continuously innovate their service delivery

processes with regard to quality and technology (Ringle, Sarstedt, & Zimmerman, 2011).

But what happens if an airline’s service fails and what are the causes for it? Service failure
occurs when the quality of a service is unable to meet the customers’ expectations and is
described as a rather natural attribute connected to the service delivery process, hence, it can
be considered as inevitable at times (Bell & Zemke, 1987; Kim, 2007). The airline customer
service contains the service of an airline before, during, and after a flight (Zendesk, 2019).
Within this study, we distinguish between online customer service, such as the airline’s
booking system against in-flight services and ground handling. The previously mentioned
competitive landscape within the airline industry has recently led to the bankruptcy of a
privately-owned German airline, Germania. The airline flew on average four million
passengers per year to 60 destinations in Europe, North Africa and the Middle East. It had
positioned itself in the market with offering flights to unconventional destinations and
advertised a service that brings together family and friends outside of the traditional holiday
hubs. In addition, the airline was defined as a full-service carrier, offering food and beverages
on board. However, the airline filed for insolvency in February 2019, terminating all flight

operations over night. Germania states that the immense increases in fuel prices, multiple



unforeseeable maintenance events, as well as short-term liquidity issues led to the failure of
the company (Germania Fluggesellschaft mbH, 2019). In 2014, the new Chief Executive Officer
(CEO) Karsten Balke became part of the airline’s biggest restructuring and expansion program.
It is argued that the rather quick expansion led to internal difficulties, which are responsible
for its recent failure (Koenen, 2019). This study aims to analyse to what extent internal,
external, and interactive marketing efforts made by Germania contributed to the airline’s

bankruptcy.

1.2 Purpose of the Study and Research Question

The purpose of this study is to investigate to what extent Germania’s management inhibited
its service employees from performing according to service standards and meeting customer
expectations. Insights from former Germania employees, as well as the Service Marketing
Triangle will be used to analyse employee expectations and management's internal marketing
activities to fulfil these. The study aims to discover how customer loyalty may suffer from one
or more of the interactions between a company, its employees and its customers being
disrupted. Through these insights, we wish to exactly pinpoint, with the Internal Marketing
Model in mind, where management needs to adapt its strategy and handling of employees,
in order to satisfy its customers and essentially increase loyalty. Potentially, this will lead us
to an expansion of the Internal Marketing Model. The study aims to show the relationship
between customer satisfaction, customer loyalty, service quality, employee motivation and

empowerment.

The airline industry was selected for this study, as it is characterised by particularly high
competition (Babi¢, Miseti¢, & Baji¢, 2017). Airlines compete on many different factors within
their own industry and to some extent with ground transportation when it comes to short-
haul flights. Furthermore, airlines have to sustain high fixed and variable costs (Investopedia
Staff, 2017), which makes them more reliant on consistently having enough customers
compared to other trades that mainly rely on customer service. Companies failing to be
competitive often results in them having to file for bankruptcy, merging with another airline
or governments subsidising the company in order to limit the loss of jobs (Investopedia Staff,

2017). By understanding the interaction between managers, employees, and customers



better, we believe that we can make a relevant contribution to the existing literature by giving

recommendations on how to increase the customers’ level of satisfaction.

RQ I: To what extent did Germania’s management inhibit its service employees to meet

customer expectations and how did this influence the quality of the service?

RQ II: What parts of the Internal Marketing Model are negatively affected by disrupted

communication in the Service Marketing Triangle?

1.3 Definitions

SERVQUAL — A scale for measuring service quality including the dimensions: Reliability,
Assurance, Responsiveness, Empathy, and Tangibles (Wilson, Zeithaml, Bitner, & Gremler,
2016).

SERVPERF - SERVPERF refers to the service performance component of service quality
(Parasuraman, Zeithaml, & Berry, 1985).

AIRQUAL - This scale refers specifically to the airline service quality and relies on five
attributes such as Airline Tangibles, Terminal Tangibles, Empathy, Image and Personnel (Bari
et al., 2001; Ekiz et al., 2006; Nadiri, Hussain, Ekiz, & Erdogan, 2008).

INTSERVQUAL - This is an extension of the previous mentioned service quality scales in

relation to internal marketing (Frost & Kumar, 2000).

2. Theoretical Framework

The literature review provides an overview of the theories and frameworks used. Firstly,
concepts such as customer satisfaction, customer loyalty, and brand equity are introduced,

as the topic is very broad and dependent on multiple variables. Secondly, through reviewing



the available literature on the topic, scales such as SERVQUAL and SERVPERF and the Service
Marketing Triangle were identified to be used rather frequently, compared to other theories.
In the following paragraphs, we have therefore summed up the most significant ideas that
were presented in the available literature about the relationship between customer
satisfaction, customer loyalty and brand equity in relation to a service. Finally, the AIRQUAL
scale, the effect of internal marketing, external marketing, and interactive marketing on the
delivery and quality of a service, employee empowerment, and service recovery strategies

are introduced.

2.1 Customer Satisfaction

The Cambridge Dictionary defines the term satisfaction as the feeling one gets when their
need or desire is fulfilled (Cambridge Dictionary, 2019). Customer satisfaction is a term that
is discussed extensively throughout many papers and various research fields (Kattara et al.,
2015; Caruana, 2002; Henning-Thurau, 2004).

The groundwork for much of the research done on customer satisfaction, however, lies in two
papers that were published by Richard L. Oliver in 1977 and 1980. In these, he introduces the
Expectancy-Disconfirmation Theory, which consists of four paradigms, namely; expectations,
performance, disconfirmation and satisfaction (Oliver, 1977; Oliver, 1980). The theory
describes that quality is perceived before the satisfaction level of the consumer, concerning
a service or product is determined, as satisfaction is a post-decision experience. It further
identifies that consumers have pre-consumption expectations of a good or service, which
then is disconfirmed through performance comparisons. This disconfirmation stems from the
difference of the consumer’s expectations and the actual experience received through the
consumption. If what the consumer received exceeded the prior held expectations, one talks
about a positive disconfirmation. Contrarily, a negative disconfirmation describes the state
when a consumer’s expectations were not met through the consumption of a good or service
(Suhartanto & Noor, 2012).

The literature discussing customer satisfaction and specifically, customer satisfaction in the
service industry, seems to be in consent overall. According to Caruana (2002), customer
satisfaction is the factor that mediates between the effect of service quality and service

loyalty. Furthermore, the human contact that is enacted, and the way in which the



interactions are handled, greatly determine customer satisfaction, even to the point of
outweighing negative experiences that were made within the same company (Kattara et al.,

2015).

2.2 Customer Loyalty

Customer loyalty has previously been defined as a behavioural construct that leads to the
customers’ intention to re-purchase a product or service (Jacoby & Kyner, 1973). Jacoby
(1971) suggests, that most research has focused on the behavioural outcomes but have
neglected how customers feel and think when considering loyalty. Therefore, within this
study, the psychological commitment a customer makes when re-purchasing from a certain
service provider needs to be taken into account (Jacoby, 1971). This is supported by Day
(1969), who argued that attitudes towards a service provider need to be taken into
consideration when it comes to customer loyalty.

More recent research has extended the simple re-purchase intention by the fact that
customers might be more resistant to switching cost, more likely to recommend the service
to peers, and less likely to shift to competitors (Aydin & Ozer, 2005). Eventually, a customer
will only consider purchasing from the provider they are loyal to when the service is needed
again. Customer satisfaction and service quality are said to be necessary preconditions for
customer loyalty (Gremler & Brown, 1996). According to findings from Getty and Thompson
(1994), there exists a positive relationship between customer satisfaction and customer
loyalty. On the other hand, it is argued that service quality is the most important variable that
leads to customer loyalty, as the experience a customer has with a product or service defines
the overall image of the company in the customer’s mind (Grénroos, 1983). The company's
image influences the customer when evaluating the offered goods or services, thus
determining if the customer will repurchase from the same provider (Zeithaml & Bitner,
1996). Furthermore, this is supported by Schneider and Chung (1993), who argue that image
can be influential to the consumer through a company’s advertising efforts, word-of-mouth,
as well as public relations.

As argued by Aaker (1991), perceived quality and customer loyalty is connected to brand
equity. Brand equity is a set of liabilities as well as intangible assets that are connected to a

brand. Its name and symbol add value or subtract value from the product or service.



Essentially, brand equity refers to what consumers know about a brand and how they feel

and react to it (Keller, 1998).

2.3 Service Quality

Service quality is a necessity for a company’s success and survival; simultaneously it is an
important determinant of customer satisfaction (Parasuraman, Zeithaml, & Berry, 1988).
Service quality can be troublesome to define compared to product quality since a service is
intangible, heterogeneous, inseparable and perishable (Zeithaml & Bitner, 1996). Although
these attributes show that it is more difficult to ensure service quality than product quality,
Zeithaml and Bitner (1996, p.117) define service quality as “(...) the delivery of excellent or
superior service relative to customer expectations”. In the airline industry, firms need to
differentiate themselves through either service quality or price, due to the extreme
competition (Kim & Lee, 2011). However, competition through price is not profitable in the
long run (Chou, Liu, & Huang, 2011) and this is why the industry's focus lies within service
quality.

Service quality is most often judged based on five different factors; Reliability, Assurance,
Responsiveness, Empathy, and Tangibles (Wilson et al., 2016). These attributes are part of a
scale for measuring service quality, called SERVQUAL (Parasuraman et al., 1988). According
to Wilson et al. (2016), reliability is the most important factor to determine the perception of
service quality. When a service is reliable, it has been delivered in an accurate way of fulfilling
the company’s promises. The second dimension, assurance, is defined as the firm’s ability to
enthuse customers’ trust and confidence. Furthermore, this factor is important namely for
services whose outcome is impossible to evaluate, such as medical services. Thirdly, tangibles
are representing the service physically. Tangibles can be equipment, personnel clothing,
websites, applications or similar. Usually, tangibles are enhanced by the hospitality industry.
Empathy refers to the firm's individualised attention provided to customers. This dimension
makes sure that customer needs are understood and fulfilled by the firm or employee. The
customer will rate the service quality through the feeling of being special and the extent of
customised service (Wilson et al., 2016). Lastly, responsiveness is measured by the employee’s
willingness to aid customers and deliver prompt service. The emphasis on this dimension lies

within the level of attention and precision in dealing with requests, complaints and questions



from customers. Here, the customisation of customer needs is key. However, SERVQUAL and
the dimensions above are argued to be relevant for securities brokerage, long-distance
telephone service, car repairs, banking, insurance and others but not specifically for the airline
industry (Wilson et al., 2016).

Nevertheless, SERVQUAL includes the consumers’ expectations, which is why a method called
SERVPERF has been developed, which focuses only on the perceptions of customers. When
SERVPERF was implemented in the airline industry, the AIRQUAL scale was developed by Bari,
Bavik, Ekiz, Hussain, & Toner in 2001 (Ekiz, Hussain, & Bavik, 2006). The AIRQUAL scale relies
on five attributes: Airline Tangibles, Terminal Tangibles, Empathy, Image and Personnel (Bari
et al., 2001; Ekiz et al., 2006; Nadiri et al., 2008). Airline tangibles relates to the quality of air-
conditioning, interior of the aircraft, the quality of catering, the cleanliness of toilets and plane
seats and the comfort of the seats. Terminal tangibles questions the airport rather than the
airline itself. Here, the focus lies on cleanliness of airport toilets, availability of trolleys and
shops, comfort of the waiting hall, parking space availability, size of the airport, smoking
areas, efficiency of security control and employee uniforms. The third dimension, personnel,
evaluates airline employees. Questions within this attribute can relate to knowledge,
experience, level of education, error free reservations and attitude. Empathy, the fourth
dimension of AIRQUAL, focuses on transportation between city and airport, care paid to
luggages of passengers, compensation schemes, availability of health personnel during flight
and number of flights to satisfy demands. Lastly, image, is about the consistency of airline
ticket prices and low-price ticket offerings in regard to the image of the airline company (Bari

et al., 2001; Ekiz et al., 2006; Nadiri et al., 2008).

2.4 Employee Motivation

Existing literature deals extensively with the topic of employee motivation either directly or
indirectly (Kumar, Topaloglu, & Dass, 2014; Hartline & Ferrell, 1996; Kovach, 1995). While
agreeing on many aspects of what constitutes employee motivation, the authors show
findings that disagree with those of others as well as state the limitations in their studies. This

suggests, that even though the topic has been widely discussed, many areas are still



unexplored. Furthermore, as Kovach (1995) states, employee motivation and the way it can
be increased, differs greatly depending on which industry or organisation one looks at.
Another aspect that needs to be pointed out, is the fact that employee motivation is often
discussed in relation to or even put equal with job satisfaction (Kumar et al., 2014; Hartline &
Ferrell, 1996).

Peterson (2007) introduces motivation as being internal to every individual team member and
as being connected to the desire of that individual to achieve a certain goal or accomplish a
task. The higher an individual's’ motivation in a team is, the more likely it is that the team
reaches high results. The author connects to this thought by saying that motivation can also
create a setting that encourages teamwork and collective efforts to achieve common
objectives. To foster motivation in a team, however, Peterson (2007) underlines that it is vital
that the set goals are achievable.

Overall, the reviewed literature seems to agree on the fact that when motivation is present,
it inspires, encourages and stimulates individuals as well as teams to achieve their goals
(Peterson, 2007; Hartline & Ferrell, 1996). Further, employees’ motivation and the resulting
employee behaviour is highly correlated to customer satisfaction (Kattara et al., 2015).

In her study, Peterson (2007) points out and discusses different motivational theories. She
underlines the importance for managers to recognise the individuality of their employees as
well as the fact that an employee’s attitude and motivation may change at any point, calling
for a different management style. With this, she shows the needed flexibility of managers.
This goes in line with the findings of Kovach (1995), who also highlights the importance to
recognise individual characteristics in employees.

Hartline and Ferrell (1996), Kattara et al. (2015) and Peterson (2007) all discuss the role that
managers play in increasing employee motivation and creating motivating environments for
employees to work in. Hartline and Ferrell (1996) point out three formal managerial control
mechanisms that managers can utilise in order to increase motivation and job satisfaction.
These are empowerment, management commitment to service quality and behaviour-based
employee evaluation. The authors further state that managers who are looking to increase
their service quality need to make sure to empower their employees and use behaviour-based
evaluation as these have an indirect positive effect on job satisfaction. Kattara et al. (2015)
agree with these findings and add that managers should be allocating more resources towards

employee development instead of focusing their money on customer satisfaction, as this



could increase the lucrativeness and the success of the organisation. These resource
allocations towards their employees could, according to the authors, take place in the form
of strategies to retain and engage effective, devoted and satisfied employees. Peterson (2007)
breaks down the role that managers play in employee motivation, by saying that it is the
manager’s responsibility to create motivational environments and that a manager is also
responsible for finding ways to manage and incorporate the different personality types into
their strategy. However, the author also mentions that micromanaging a team may lead to
employees feeling that the manager does not trust them and that they are incompetent,
which in turn decreases the motivation.

Empowerment is another aspect that was discussed within the literature in connection to
motivation. Peterson (2007) defines empowerment as consisting of four components:
accountability for completed work, accurate information, team member authority and
capable resources. While Peterson (2007) states that an empowered team environment can
lead to increased motivation and even result in increased motivation within the project team
department or the whole organisation, Hartline and Ferrell (1996) found evidence through
their study that empowerment indirectly affects employees’ job satisfaction and adaptability

in a negative way.

2.5 Service Marketing Triangle

According to existing literature, the Service Marketing Triangle structure was introduced by
Thomas (1978) and later expanded by Gronroos (1994), due to a change in the marketing
context from a product-oriented approach towards a resource-oriented approach. The
model’s triangular structure involves the firm, its employees, and the customer. In addition,
it identifies six relationships, which are; company to customers, company to employees,
company to system, customers to system, employees to the system, and most importantly,
employees to customers.

The firm variable includes the firm’s management, sales personnel, and marketers, who make

promises to the customer. Those promises are carried out by the employees through internal
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marketing efforts of the management (Parasuraman et al., 1985). Factors, such as the
implementation of a company’s human resource management, including employee
motivation and job satisfaction, play a vital role in successful internal marketing (Huang & Lee,
2012; Joseph, 1996). Pantouvakis (2012) suggests that internal marketing efforts can be
supported by an adequate work environment, good working conditions, as well as efficient
internal communication. Furthermore, it is supposed to ensure that employees are aware of
required service standards, motivated, as well as prepared to execute those in a service-
oriented manner. A company’s management is expected to develop a functioning service
delivery system, aligned to operating standards, keeping in mind its employees’ needs
(George, 1990). Even though efficient cost structures are argued to be most likely to lead to
competitive advantage, internal and external marketing needs can only be met through a
motivated and committed labour force (Bansal, Mendelson, & Sharma, 2001).

The external marketing variable within the Service Marketing Triangle explains the connection
between the firm and the customer. This connection aims to inform and communicate the
company’s traditional marketing efforts, such as pricing and promotional activities to its
customers (Parasuraman et al., 1985). However, external marketing can only be effective if a
service provider succeeds within its internal marketing efforts, as argued by Sasser (1976).
Since frontline employees within the service sector work closely with customers on a daily
basis, they are said to perform interactive marketing (Huang & Lee, 2012). Hence, interactive
marketing is connected to service quality (Gronroos, 1994). Interactive marketing is a two-
way communication channel and it is also believed to be the most effective strategy when a
company wants to build long-term customer relationships as well as maintain those in an
efficient manner (Hsieh, 2017). The main aim of interactive marketing is to establish a
dialogue with the customer, build a relationship and hence, establish brand equity (Grénroos,
1994). The customer evaluates such service marketing interactions and determines the
quality of the service accordingly (Saad Andaleeb, & Conway, 2006). Essentially, the Service
Marketing Triangle can be used as a framework in order to understand how to achieve
customer satisfaction through internal, external, and interactive marketing simultaneously

(Parasuraman et al., 1985).
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Interactive Marketing
Employees Customers

Figure 1. Service Marketing Triangle (Expert Program Management, 2018)

2.5.1 Internal Marketing Model

Internal marketing is directly connected to all activities within an organisation, however it
mainly refers to a company’s human resource management (Collins & Payne, 1991). Both
Leonard Berry and Christian Gronroos have introduced internal marketing models within
existing literature. Berry developed a model focusing on the fact of treating employees like
customers, in order to develop a service-oriented workforce within an organisation (Ahmed
& Rafig, 2002). This is supported by George (1990), who argues that companies need to
understand that the employees’ well-being is essential for a successful service delivery.

However, this also requires a new approach to human resource management (Ahmed & Rafiq,
2002). It is argued that the employee-customer interaction is related to the outcome of
internal marketing efforts and the employees’ overall attitude (Lings, 2004; Keller, Lynch
Ellinger, Ozment, & Calantone, 2006). Gronroos’ internal marketing model is based on the
assumption that employees can only take advantage of interactive marketing opportunities if
they are customer-focused and sales oriented. It is mentioned that this requires not only
adequate employee training, but also a supportive recruiting system as well as senior

management (Ahmed & Rafig, 2002). In addition to the presented literature, Pfeffer (1996)
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states that senior managers tend to see human resources as additional costs to the company,
instead of assets. In turn, this could lead to decreased employee involvement and
commitment as stated by Greller and Dory (1991).

Ahmed and Rafig (2002) argue, that the two presented models are however incomplete, as
they ignore techniques to motivate employees. Therefore, they developed a simplified,
researchable model of internal marketing of services within their work, that shows the
connection between customer satisfaction, customer loyalty and employee job satisfaction.
The model shows that issues within internal marketing activities and human resource
management need to be taken into consideration, when an organisation wants to satisfy its
customers. The marketing-like approach variable defines how the organisation aims to satisfy
its external customers. It also shows the relationship between all functions, including the
extent to which employees are motivated and satisfied and what impact that has on the
customer-oriented approach. Here, the customer orientation aspect suggests that the
customer is the centre of attention with regard to all organisational practices. Hence, the level
of customer orientation affects the quality of the service. The empowerment of employees
influences the degree of customer orientation. Service quality is, among other factors,
connected to employee job satisfaction. The employee empowerment variable looks at the
initiatives that come from employees in order to meet and exceed customer needs.

It can be concluded from Ahmed and Rafiq’s (2002) developed framework that customer
satisfaction depends on the degree of customer-oriented activities within the organisation,
the service quality, as well as job satisfaction, employee motivation, and empowerment.
Interfunctional coordination and integration determines how well the above mentioned
aspects work together. It also determines whether the employees follow a customer
conscious service approach. This will in turn affect the quality of the service overall (Ahmed

& Rafiqg, 2002).
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Figure 2. Internal Marketing Model (Ahmed & Rafiq, 2002).

2.6 Service Recovery

The difference in customer expectations and the high level of employee-customer interaction
makes it difficult for a service company to constantly ensure the delivery of excellent service
(Miller, Craighead, & Karwan, 2000). Therefore, service failure and service recovery are
important topics of consideration within the service industry. In order to define service
recovery, service failure has to be explained first. Service failure occurs when the quality of a
service is unable to meet the customers’ expectations (Bell & Zemke, 1987). This was further
explained by Oliver in the Disconfirmation-Expectancy Theory (Oliver, 1977; Oliver, 1980).
Service failure is described as a rather natural attribute connected to the delivery of a service
and is unavoidable.

It is important for a service provider to consider effective service recovery strategies, in order
to overcome service failure (Kim, 2007). While service failure is related to shortcomings within
the service delivery process, service recovery relates to certain activities and employee
involvement to satisfy and maintain customers (Shostack, 1984). Miller, Craighead and

Karwan (2000) suggest that service recovery strategies include actions adapted to change
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negative attitudes and dissatisfaction of customers into positive attitudes and satisfaction.
Eventually, the aim of service recovery is to retain customers. The literature argues that if the
service provider is slow in responding fairly to its service failure, customer satisfaction and
eventually loyalty decline (Schweikhart, Strasser, & Kennedy, 1993; Spreng, Harrell, &
Mackoy, 1995).

Miller et al. (2000) suggest that depending on the compensation given to the customer as well
as the gravity of the failure, follow-up recovery may not be necessary at all times. Researchers
state that the higher the customer’s perceived service quality, the more difficult it is to
implement effective service recovery strategies (Kelley & Davis, 1995; Halstead, Droge, &
Cooper, 1993). Service guarantee and essentially the promises a service provider makes to
the customer might increase the customer’s service recovery expectations (Hart, 1988;
Halstead et al., 1993). By acknowledging service failure forerunners, the service provider
increases its ability to pinpoint mistakes and design a thought through recovery process
(Miller et al., 2000).

Various types of service recovery efforts have been identified by previous studies, such as

apologies, refunds, price discounts, as well as service upgrades (Dong, Evans, & Zou, 2007).

As service recovery evaluation is highly influenced by customer satisfaction, customer loyalty,
and their intention to reuse the service, it is beneficial for a company to consider how the
customer rates implemented service recovery strategies (Dong et al., 2007). A service is not
only delivered by frontline employees, but it is also recovered by those. Zeithaml, Bitner and
Gremler (2010) mention, that customers’ first interaction after service failure is with frontline
staff. It is therefore important that frontline employees have the responsibility as well as
ability to compensate customers in a timely manner (Bowen & Lawler, 1995). The ability to
deal with customer complaints is also dependent on the level of employee satisfaction and
loyalty (Schlesinger & Heskett, 1991).

Researchers suggest that the effectiveness of service recovery strategies can be improved by
hiring the right people, employee training and empowerment, as well as rewarding service
recovery efforts. Existing literature and studies focus on service recovery strategies and its
effects on consumer satisfaction, loyalty, and retention (Kim, 2007). Further research
examines employee performance in connection to effective service recovery (Boshoff & Allen,

2000).
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3. Methodology and Method

3.1 Research Methodology

3.1.1 Research Purpose

An exploratory research approach will be applied in order to gain new insights into the
interconnected relationships described in the Service Marketing Triangle with relevance to
the European airline industry. As there is not one clear explanation why service failure occurs,
it is worth investigating the problem more closely while staying adaptable to change in the

research process (Saunders, Lewis, & Thornhill, 2009).

3.1.2 Research Approach

Our approach for data collection is qualitative. Social interactions are extremely complex and
even more so when one individuum, in our case the employee of an airline, is managed and
potentially restricted in some areas by their managers. Furthermore, the interaction will
inevitably be perceived differently by each party. In order to get an understanding of the
interactions that take place between the employees and the customers, and ultimately
develop recommendations for managers, we need to clearly understand the thoughts and
feelings of all sides. Qualitative data collection will help us analyse the thought process as well
as the wants of the customers and enable us to give recommendations for managers about
how to utilise these insights when it comes to internal marketing. In addition, the insights of
employees will allow us to pinpoint where restrictions were placed on the employees by the
management and put these in relation to the findings gathered from the customers.

In order to analyse our data, an inductive approach will be applied. Next, to mainly deal with
gualitative data, an inductive approach aims to develop new theory and starts by narrowing
down the scope of the research by making use of research questions (Gabriel, 2013). We will
gain great insights through various interviews and focus groups. A side effect of this is, that if
another researcher were to replicate our study, other results and insights would inevitably
come up. Each individual has had different experiences and has different wants when it comes

to what they expect of service quality and how they place value on a brand. The more research
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is done with different people, the more in-depth the insights will be. The insights that we will

gain are not quantifiable.

3.1.3 Research Philosophy

Our research will be guided by the philosophy of interpretivism. This view was chosen because
we believe that it is important to understand the diversity when it comes to humans and their
interactions (Saunders et al., 2009), especially in order to achieve our aim of improving the
intercommunication between employees, management and customers.

To achieve this, we need to understand our core assumptions when it comes to the way in
which we look at our research and findings. The ontological assumption in interpretivism
states that reality is subjective to each individual, including us as researchers. We further are
considering that our interactions with interviewees and focus group members may skew their
answers and we will, therefore, work towards creating an environment that encourages
everyone to feel comfortable and share honest information. Axiology in interpretivism
describes that research is value-laden and biased. In order to do our research as objectively
as possible, we will continue to make ourselves aware of our own values and views on the
topic, especially while interacting with our interviewees, to not influence the results. Lastly,
interpretivism is best suited for our research as it allows for in-depth, qualitative
investigations that are based on small samples (Saunders et al., 2009). It will be of value to
focus on small samples as we aim to gather extensive knowledge and need to ensure that all

opinions and thoughts are given enough attention.

3.1.4 Research Design

The interpretivist study lends itself to be used with a qualitative research design. We aim to
collect non-numerical data through two different approaches. Firstly, we will hold individual,
face-to-face interviews with the selected former employees of Germania. These will be in-
depth and semi-structured and help us gain a perspective into the company and the
employees’ point of view. Germania was specifically selected to represent the example of
service failure in our study, as it has recently gone bankrupt (Kettenbach, Naumann, &
Schmidbauer, 2019). Reflection is a process done by people in order to make sense of
incidents in their lives (Helyer, 2015), therefore, we hope to access the present thoughts and

reflections in our interviewees’ minds as the events have only recently taken place. Secondly,
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we will conduct two semi-structured focus groups that will provide us with the necessary
information to understand the correlation between the two parties. Both of these methods
will primarily contain open ended questions starting with ‘how’ and ‘why’. This will enable us
to follow the natural flow of the conversation while still guiding it into our desired direction
and ask follow-up questions.

Considering the amount of data that qualitative research yields, we will only consider those
parts in our study that are relevant to our research purpose. We will then continue with an
inductive approach, through which we will develop a theory that is grounded in our research

(Saunders et al., 2009).

3.1.5 Research Strategy

A multi-method qualitative study will be conducted in order to answer our research question.
This style allows a combination of multiple data collection techniques, while still focusing on
gualitative data (Saunders et al., 2009; Tashakkori & Teddlie, 2003). Namely, the different
non-numerical techniques that will be used are interviews and focus groups. This approach
was selected because our research question and aim of this study are complex and intend to
understand, in a broader sense, the interactions between management, employees and
customers as well as develop theory based on our findings in order to give recommendations
on how to increase customer loyalty. Focus groups were selected to gain information from
the customer perspective, to generate a detailed discussion and gain insight into the wants
of the participants when it comes to customer service. The one-on-one, in-depth interviews
with Germania employees permit us to lead the interview and gather data concerning service
failure.

The multi-method qualitative study will help provide data for the case study about Germania.
With the help of this case study, we aim to look into the company’s way to bankruptcy. This
research strategy was chosen in order to gain an in-depth understanding of the context of the
research (Morris & Wood, 1991). It lends itself well to be used with various data collection
techniques, which then are set in relation to one another (Saunders et al., 2009). According
to Germania, mainly financial issues led to the airline’s insolvency.

However, to understand the degree to which interpersonal connections may have influenced

the bankruptcy, this study will focus on the Service Marketing Triangle.
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3.2 Research Method

3.2.1 Data Collection

3.2.1.1 Journal Articles and Secondary Data

To identify possible research gaps, we examined previous data in the form of literature and
focused our study on these findings. The used peer-reviewed articles were found on Google
Scholar and Primo. Here, the amount of citations was a determinant in choosing relevant and
reliable articles for our research. We consulted Web of Science in order to ensure the
trustworthiness of the articles.

Additionally, the book Services Marketing: Integrating Customer Focus Across the Firm by
Wilson, Zeithaml, Bitner and Gremler, and Internal Marketing: Tools and Concepts for
Customer-Focused Management by Ahmed and Rafiq worked as a base for our theoretical
framework. We commenced with short-tailed keywords consisting of only one or two words.
We then added more specific keywords and used multiple in combination with one another,
to search the long-tail and find the most relevant articles. The initial keywords can be found
in the Appendix lll. Articles that were deemed relevant were then analysed regarding their

sources and used to find more literature.

3.2.1.2 Primary Data

Primary data was gathered through four semi-structured interviews and two semi-structured
focus groups to investigate the opinions of both employees and customers. This structure
allowed us to change the order of questions or the outlay of the interview in order to ask
follow-up questions. The increased flexibility made it possible to adjust the questions
between the interviews or focus groups, to best suit the interviewee or interviewees.

More details about the interviewees and interviews can be found in the table below (Table I).
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Number of Name of Interviewee Age of Length of
Interviewee Interviewee | Interview
s
Focus Group | 6 David 23 35 min
1 Nicholas 24
Mikael 25
Patrick 24
Paula 26
Rebecka 21
Focus Group |7 Abdimaijid 23 32 min
2 Abdirahman 23
Adam 24
Benjamin 23
Edwin 27
Gustaf 25
Lukas 23
Individual 1 Interviewee 1 63 31 min
Interview 1 Pilot
Individual 1 Interviewee 2 52 20 min
Interview 2 Senior Cabin Crew
Member
Individual 1 Interviewee 3 48 21 min
Interview 3 Crew Planning/Flight
Attendant
Individual 1 Interviewee 4 62 42 min
Interview 4 Pilot

Table | Participants

3.2.2 Data Analysis

In qualitative research, a thematic analysis is appropriate as we pinpoint and examine themes
and patterns within the collected data (Saunders et al., 2009).

In order to overcome the language barrier and enable all authors to understand and work
with the data, two of the authors transcribed and translated the individual interviews from
German to English. The focus groups, held in English, were directly transcribed without any
translations. The interviews were transcribed the same or following day, to ensure that no
information was omitted when it comes to reactions and other indirect meanings that could
be of significance to our research (Saunders et al., 2009).

Initially, each author worked with the data individually in order to derive themes. Following,

the data was worked on collectively. During this phase, found patterns and themes were
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compared and combined. By reviewing the developed themes, their relevance to the research
was ensured. In the following steps, themes were narrowed down further, while the names
of the themes and sub-themes were re-formulated for clarification. Finally, a double-check
verified that the essential information could be found under the according main theme.

The interview and focus group questions were based on the previously explained theoretical
framework, which aided the process of structuring the data and allowed for themes to be
found more easily. The most intriguing parts of the interviews and focus groups were

identified and relevant quotes were highlighted presented in the empirical findings.

3.2.3 Sampling

3.2.3.1 Focus Groups

For this study, the focus was placed on price sensitive frequent travellers. The youth and
student travel market make up a large portion of the industry’s revenues (Bywater, 1993).
Due to the fact that travel is increasingly seen as an educational activity, students from an
International Business School were selected as participants (Stone & Petrick, 2013).

The process for the focus groups was to assemble heterogeneous groups in which participants
were of different nationalities from within Europe. Through this, we aimed to have a great
variety of mindsets and backgrounds that could enable discussions and lead to valuable
insights. As the case study is about Germania, a German airline, European participants were
selected. Here, we aimed to limit the cultural differences and preferences that could skew the
findings.

In addition, business students lent themselves well for the research, as they have a prior
understanding of the topic and used terms. In short, we made use of purposive sampling, as
we have selectively chosen the participants for our focus groups (Saunders et al., 2009).

In order to get honest and open opinions, we created the focus groups from participants that
already knew each other and had no obvious internal hierarchy. Different hierarchical
positions may affect the participants’ willingness to be open and speak freely. Our chosen set-
up created a comfortable environment for the participants from the outset and allowed more
personal information to be discussed freely (Saunders et al., 2009).

In general, a focus group consists of four to eight participants depending on the topic;

nonetheless a semi-structured approach can be more favourable with less participants
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(Saunders et al., 2009). Accordingly, we arranged two focus groups with six attendants per
group but managed to get six participants in the first focus group and seven in the second

one.

3.2.3.2 Individual Interviews

As previously mentioned, we aimed to get the employees’ and managerial perspective of
Germania, which is why we conducted four individual interviews with former employees of
the airline. Two of the participants were pilots, one of the participants worked as a crew
planner and had experience as a flight attendant, and the fourth participant worked as a
senior cabin crew member. All of the former employees worked for Germania for 25 years or
more.

The opportunity to hold interviews with former Germania employees posed itself as one of
the authors’ relatives worked for the company from its outset until its bankruptcy and offered
to establish connections to his former colleagues.

In technical terms, we made use of snowball sampling and convenience sampling (Saunders
et al., 2009). It was to our advantage that all of the employees stayed loyal to the company
for a long time, due to them having experienced the company’s successful times, as well as

its downfall.

3.2.4 Interview Design

3.2.4.1 Focus Groups

The participants chosen were all current or former students at Jonkoping International
Business School. Most of the interviewees were also familiar with each other, which we
considered as an advantage to get open and trustworthy responses as well as a great
discussion. This setting enabled us, to get a large group of people to attend at the same time
and place. Additionally, to create a comfortable and neutral environment, both focus groups
were held at one of the authors’ apartments, where coffee, fruits and cake were offered.

Before the focus groups began, all participants’ consent to audio record the entire discussion
was asked. After the permission was received, three different devices were set up, in order

to eliminate technical difficulties. During the focus groups, each author was assigned a task
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of either: taking notes, observing the body language or moderating the discussion and

adapting the questions if needed.

3.2.4.2 Individual Interviews

The individual interviews took place in Berlin, Germany at one of the authors’ homes. The
comfortable and natural environment in combination with questions being posed in German,
the participants’ native language, made it easy for them to speak freely and honestly. The
author that conducted the individual interviews had been in contact with the participants for
several weeks beforehand, in order to establish a relationship with them over time and ensure
their availability. This also made the respondents comfortable with the interviewer. Before
the interview, a brief explanation of the topic was given and the permission to voice record
the conversation was asked. The conversations were then recorded with two devices.
Furthermore, the confidentiality of the data and the interviewees themselves was addressed

and discussed in order to make the participants comfortable.

3.2.4.3 Interview and Focus Group Questions

The questions for the focus groups and the individual interviews differed from one another.
This was purposefully done, in order to adjust the questions to the different insights we aimed
to gain from the employees’ as well as customers’ perspective. While the focus groups were
set up in the same way, the questions varied slightly, due to their semi-structured nature of
the sessions.

The questions for the focus groups were inspired by the AIRQUAL model and its dimensions.
During a focus group, it is good to keep the number of questions reasonable, preventing
participants from confusion or boredom (Saunders et al., 2009). Therefore, we had ten main
guestions and, depending on the answers, added follow-up questions. Firstly, we started off
with probe questions that introduced the participants to the topic. Secondly, the main part
consisted of follow-up questions that went into depth with the participants’ opinions. Thirdly,
the focus group ended with exit questions where it was ensured that everyone had voiced
their opinion and nothing was forgotten. These questions can be found in Appendix I.

The individual interview questions were phrased with the Service Marketing Triangle in mind.
In the first step, the interviewees received the same short explanation of the research topic,

followed by a few general questions about their employment status and age. The second step
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consisted of in-depth questions about Germania and its management. Additional questions
about customer satisfaction were posed in order to complete the Service Marketing Triangle
as well as to get an overall picture of the company’s failure. The questions can be found in

Appendix II.

3.2.5 Data Quality

To ensure the quality of the data in our qualitative study, we carefully considered the
credibility, transferability, dependability, and confirmability (Saunders et al., 2009). Ethical

issues will also be addressed in the following section.

3.2.5.1 Credibility

To assure the credibility of the research, we considered many approaches. The empirical data
was collected through both individual interviews and focus groups. By using these two
different methods, we gained a deeper insight and understanding from the sample selected.
Furthermore, in order to enhance the credibility of the answers and discussions, we selected
friendship clusters and familiar settings.

The semi-structured interviews enabled us to ask as many follow-up questions as needed, to
allow participants to elaborate and explain their answers in depth, which verified our
credibility. In the end, to ensure our understanding of the focus group data, we handed our
findings to a few of the participants to confirm that our interpretation of the answers was
accurate.

We found that our empirical data largely agrees with previous research which contributes to

the credibility of the study (Saunders et al., 2009).

3.2.5.2 Transferability

Due to the fact that we used purposive sampling, meaning that we have selectively chosen
our participants for focus groups and individual interviews according to our research topic,
this study is not intended to represent an entire population. This is supported by Guba (1981),
who states that within a qualitative study, it is not possible, as social behaviours create unique
circumstances. We found, however, that it was possible to generalise our study from previous
theory and literature. Therefore, we argue against possible generalisability of our research in

other contexts (Guba, 1981).
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3.2.5.3 Dependability

The processes applied within this research are clearly documented. By doing so, it is made
sure, that all decisions made within the process of the research are justified and the study is

dependable (Guba, 1981).

3.2.5.4 Confirmability

Due to the application of two data collection methods, we can assure confirmability. It is
stated that objectivity cannot be concluded within a qualitative study, we therefore call upon
confirmability (Guba, 1981). Through individual interviews we gained a deeper understand
and an insight into the employee perspective of the topic. The focus groups supplied
knowledge from the customers’ point of view. The empirical findings are consistent with the
previously mentioned theories. The themes and sub-themes that were identified within the
empirical findings are supported by direct quotations from the individual interviews and focus

groups.

3.2.5.5 Ethical Issues

The interviews were held in familiar settings to ensure that all participants would be
comfortable with being interviewed. We explained beforehand what questions would be
asked and what topic we are covering within this research. In the beginning of the interview,
all interviewees were informed that they were free to omit from answering any questions
that they do not feel comfortable with but that we encourage them to speak freely and as
much as they want. We were familiar with the focus group participants beforehand and the
participation was optional. This ensured that participants would give more honest answers
and feel comfortable voicing their opinion.

The consent for audio recording and uses of citations in our empirical findings was carefully
asked of all participants. Attendants were also told that more people would have access to
the collected data. In the focus groups, we got the consent to use first names, since this would
enrich the citations used. We decided not to use names in the individual interviews since this
would not give any particular additional value to the empirical findings. All interviewees were

given the opportunity to read the thesis before submission.
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4. Empirical Findings (Interviews)

Through the transcription of the interviews, three main themes were identified. These were
external marketing, internal marketing and communication, and interactive marketing of in-
flight services. Subthemes were found within the three main themes of the empirical findings.

Their relevance and gained insights into the airline will be presented below.

4.1 External Marketing

A lack of communication and resulting miscommunication was identified between what
Germania promised its customers and what the customer received. These findings are
however based on the employees’ point of view. Overall, the interviewed employees
recognised external marketing as a crucial factor when it comes to the long-term survival of

an airline.

4.1.1 Did Germania’s Management Market the Service to Customers?

All of the interviewees responded to the question ‘if Germania has invested in an external
marketing system’ with “That was realised and introduced in the past ten years, however it
was too late for the company”. In addition to this, one interviewee mentioned that “it was
impossible to catch up with competitors” with regard to the airline’s external marketing
efforts. The placement of advertisement was also discussed and analysed by two of the
respondents. It was mentioned that “most of the advertisement that was placed, was at
airports and cities where the airline only had a small number of airplanes”. When it comes to
the direct marketing efforts at airports, interviewee 4 mentioned that it was rather ineffective
in his opinion, to place advertisements, such as posters and billboards, only at airports, as
most passengers had “booked their flight with a different airline by then already”. All of them
pointed out that the founder of the airline “did not believe in marketing and said that it was
unnecessary for the firm’s survival”.

The respondents were aware of the existence of social media accounts from the airline, as
well as its presence on review websites. The airline also had its own website, which all of the
respondents knew. However, interviewee 1 explained that the IT System (booking system)

“was changed and after that we were unable to adjust ticket prices”. Interviewee 4 mentioned
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that the booking system on Germania’s website had frequent errors, which made it difficult
to book flights as well as check general flight times and destinations. It was also implied by
interviewee 2 that the online booking system of the airline was faulty, which resulted in
“required demands were not met and that brought the airline’s downfall”.

The respondents were asked if they were aware of a mobile application introduced by the
company or a so-called frequent flyer program. However, all of them denied immediately and

said that it was considered in recent years, but never implemented.

4.1.2 Aircraft Maintenance Issues and Bad Press

When addressing the maintenance of aircrafts and the investment in in-flight safety videos,
to externally communicate safety regulations to customers, a mismatch between these
factors was identified by all interviewees. Interviewee 1 mentioned that due to not having
safety videos on board to show, “flight attendants were pressured to perform everything
manually, often in multiple languages”. Interviewee 3 stated, that while it did put some flight
attendants under pressure, she “was always quite resilient”.

The apparent leasing of old aircrafts, according to the interviewees, resulted in frequent
maintenance issues, delays and even cancellations that were not communicated to
customers. Interviewee 1 and 4 stated, that the technical issues were often reported by the
media, putting a bad light on the airline. Interviewee 4 mentioned, he expected management

to step in and question the frequent reporting by the press, which they did not.

4.2 Internal Marketing and Communication

While questioning what the airline did to meet customer needs, errors within internal
communication and organisational structure was referenced to by all interviewees.
Therefore, factors such as motivation, feedback, and the effectiveness of internal

communication and structure were analysed. The following sub themes present the findings.

4.2.1 Lack of Motivation and Recognition by Management

The reaction towards questions, such as ‘were you motivated by management’ and ‘did you
feel like your work was appreciated’ was very clear and prompt by all respondents. None of

them felt motivated by the higher-ups of the company, nor did they feel like their work was
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particularly recognised or appreciated. Interviewee 1 mentioned, that one of the supervisors
told him, “you are not being paid for motivation”. Also, he believed the de-motivation of
employees created additional costs for the airline, as he said, “If | am demotivated, | will take
five minutes instead of three minutes and every wasted minute costs the company money.”.
Interviewee 3 and 4 said, that most of their motivation came from within themselves.
Participant 3 added that “motivation for me was the feedback | got from the crews, which was
great” and that she got “a lot of pleasure from making my co-workers happy”.

Considering the recognition and appreciation that came from higher-ups towards the
interviewees, similar findings can be described. Interviewee 2 believed she made no progress
within her position, because her views and opinions were considered “too critical” by
management. In addition, interviewee 4 mentioned that “you always just felt like a cost factor
and not like something, the company wants to invest in”. Additionally, interviewee 3 stated
“the human aspect was not really considered anymore”. However, all of the participants

stated that they were in general satisfied with their job.

4.2.2 Restructuring and Expansion of the Airline

Throughout the conduction of the interviews, all respondents highlighted that Germania had
recently undergone a restructuring and expansion process. Interviewee 1, 2 and 3 explained,
that due to the change in European regulations, airlines had to fulfil certain requirements in
order to get permission to operate. Participant 3 mentioned that departments such as
administration, sales, and marketing had to be developed and interviewee 1 said that more
jobs had to be created in general. However, the respondents believed that the newly
recruited staff were often “incompetent”, “inexperienced” and “unprofessional”.

High fluctuations of staff members during the last two decades was discussed by all
participants. Interviewee 4 mentioned the education and training of new pilots and stated
“We had a whole generation of co-pilots who integrated themselves extremely well. We gave
them the best training imaginable.”. However, most of them left the company after the
completion of their training, due to too little salary, in his opinion.

All interviewees mentioned, that the administrative part of the company was considered
“bloated”, “not in relation to the aviation department”, “inefficient” and “too branched out

and complex”. Interviewee 3 mentioned that “every little team had a team leader, who had a

supervisor”. Interviewee 2 and 4 believed that the aviation department was separated from
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the rest of the company and especially from management and the decision-making
authorities.

As a result, all of them described communication problems within the firm and between all
levels. Participant 2 said, that communication and cooperation with supervisors and all
departments was something she would have wanted to improve within the airline. This
respondent also interrupted one of the questions with regard to communication during and
just before the airline’s file for insolvency and said “You've seen it lately. Nobody talked to us.
In six weeks, no one”. Interviewee 1 gave an example related to Germania introducing new
flight routes. However, he mentioned that not even the employees knew about those new

routes, as it was “not even communicated to staff”.

4.2.3 Feedback and Suggestions for Management

Due to the lack of communication and complexity of the organisational structure and its
departments, the participants did, in general, not feel motivated enough to give constructive
feedback to management. Especially the founder of the airline, as well as all following CEOs
were described as “sole leaders, who made quick decisions for the company, based on what
they thought is best”. According to the findings, team meetings existed within the company
and some of the interviewees attended those, while others did not.

To the question ‘if they gave suggestions for improvement to management’, participant 1
responded with yes but also said that “the answer from management was always: we are
working on it”. Interviewee 2 did not attend team meetings anymore, as she was believed to
have too critical opinions, which were not approved. Furthermore, it was mentioned during
the interview that a lot of the experienced and older colleagues “kept quiet a lot”. This
participant “gave up on making suggestions that could pave the way for management”.
Interviewee 3 felt like her opinions were considered too critical and confronting by
management, although she believed that she had a good position personally in the company.
Respondent 4 mentioned that the airline introduced a system for suggestions once, called
“Adjust”. He described that the system worked in a way that employees had the opportunity
to post their suggestions for improvement with the possibility of getting monetary
compensation for it. However, when asking if the system worked, the respondent said
“someone viewed all of the suggestions and only the ideas of the personnel department were

always rewarded. They actually did not know what we were doing though. We all thought
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that they gathered our ideas and then sold them as their own. The program was eventually
stopped because people felt deceived.”. Nevertheless, the interviewee mentioned that he

believed the system was “a step in the right direction”.

4.3 Interactive Marketing and In-Flight Service

The findings showed that the in-flight service delivery and interactive marketing performed
by interviewees was perceived as efficient most of the times. However, it was mentioned that
both positive feedback and negative feedback was received from customers. Questions
during the interviews were focused on safety, entertainment and the overall service delivery
quality. In addition, the findings showed the existence of a positive relationship between the

cockpit and cabin crew.

4.3.1 In-Flight Service Delivery

While discussing the in-flight service delivery, especially with interviewee 2 and 3, it was
mentioned that the airline did not offer in-flight entertainment programs for passengers. It
was again confirmed that also the safety videos were lacking. With regard to the on-board
entertainment, interviewee 4 believed that especially a professional announcement from the
cockpit makes a positive difference for the customer. During the interview he said “You
always want to hear what's going on in the front of the plane. Who the guy is that’s making
the announcements, if he speaks German, if he’s funny or if he’s more professional?”. He
believed that this adds value to the in-flight service and that it should be required and trained.
Greeting passengers personally before take-off, has generated positive feedback in the past.
This was supported by interviewee 3, who said that it made her job as a flight attendant easier
if the cockpit delivered some kind of informative entertainment to the passengers. Participant
2 and 3 said, that the feedback they got from passengers was overall very positive, only some
complaints about food or entertainment were received over the years.

Interviewee 3 mentioned that she received especially positive feedback whenever she
delivered an extra service, that was not expected by the passenger, for example, giving out
beverages multiple times or accommodating passengers with fear of flying. Also
communicating with passengers was helpful, as they tended to be calmer if the cockpit and

cabin crew communicated with them in case of delays or the unavailability of certain meal
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options. Interviewee 2 stated, that giving free seats to families with children was often
appreciated, however she believed that she did not have to offer additional services, as she
“already did enough”. The respondents described limits within the delivery of the in-flight

service to be related to financial constraints.

4.3.2 Competence of Frontline Employees

Interviewee 2 stated that she followed requirements of the in-flight service delivery, however,
she also adjusted the service often based on how many passengers were on-board. Especially
during emergency situations, both interviewee 2 and 3 mentioned the importance of using
one’s decision power effectively and improvise if needed.

Newly recruited flight attendants made it difficult at times to complete work tasks on board,
according to interviewee 2. The participant also mentioned that management should have
focused more on professionalism, appearance, and experience when hiring flight attendants.
This was supported by interviewee 3, who responded to the recruiting of new staff members
“in my eyes sometimes the wrong people” were hired.

However, the overall atmosphere between cockpit and cabin crew employees was described
as efficient and based on teamwork, even though their responsibilities were separated during
the flight. All respondents believed, that this was mainly due to the extensive experience and

support among cockpit and cabin crew.

5. Empirical Findings (Focus Groups)

The transcription of the focus group voice recordings elicited three main headings. These
were found after conducting a thematic analysis in order to identify themes within each focus
group but also to compare the findings of the two groups. The main themes could be found
in both focus groups alike and provide headers under which sub themes were organised.

Namely, the main themes are Before-Flight Care, In-Flight Care and After-Flight Care.

5.1 Before-Flight Care

When being asked about their positive and negative experiences while flying, many focus

group participants mentioned interactions that they had with airline personnel even before
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boarding the plane. It was clear that when customers think of the services an airline provides,
many more areas are being considered than just the interactions on board. Due to this, sub
themes were found that correspond to many of the touchpoints that customers and the

company have pre-boarding.

5.1.1 Booking Process

When the two focus groups were discussing the booking process and which airlines they
consider when booking a flight, many of the participants appeared to be price sensitive.
Nevertheless, the answers that were given also showed that expectations placed on an airline
correlated with the price that the participants were willing to pay. Other aspects viewed
positively by customers was airlines offering flights to relatively remote locations and short
layovers.

When addressing technical issues in an airline’s online booking system, the respondents
unanimously agreed that if problems persist over a longer time span, it would change their
perception of the airline and make them question their reliability and safety. Participants of
the second focus group mentioned that they would consult the airline’s social media accounts
in order to see if the company was communicating with its customers about system
maintenance issues.

During the booking process, an app was said to be helpful but not necessary. Furthermore,
the respondents in both focus groups said that little attention is paid to reviews of companies
online. Lukas mentioned that he would pay closer attention to reviews if he was flying with a
small local company that he had never heard of. Only Adam stated that he follows an airline’s
social media account. The other participants in the group reacted surprised when he

mentioned that discounts are sometimes posted through social media channels.

5.1.2 Ground Staff

Even though members in focus group one said that the friendliness of the ground staff is not
ranked as important as the friendliness of the frontline staff on board, leniency and
employees handling interactions in an efficient manner was said to be appreciated by the

respondents.
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Nicholas mentioned that he was not able to do his online check-in due to technical issues and
that he arrived at the airport five minutes past the time that check-in is allowed, which
resulted in him missing the flight because employees at the airport did not work with him to
find a solution.

A positive interaction was given as an example, when Abdirahman had booked a non-
cancellable flight and was denied a visitor’s visa for his destination country. Even though the

flight should have taken place the same day, the company refunded him the full amount.

5.2 In-Flight Care

The most discussed aspect of customer and personnel interaction was in-flight care. Here,
both focus groups gave a lot of input and discussed multiple different areas in which they
remembered positive or negative interactions. The most common themes will be presented

below.

5.2.1 Safety on Board

Participants in focus group one stated that they “have been told that flying is so safe in
general, so it’s not really a concern.”. Most members of this focus group agreed that they
trusted the harsh rules and regulations in the industry to ensure safety for passengers.
Nevertheless, Rebecka mentioned to consider the age of an airplane to be a deciding factor
in if she will choose a certain airline or not.

It became clear, that safety was more thought of in terms of the airline and their history of
fatal crashes or incidents rather than considering the safety videos. Nevertheless, a probing
guestion about the safety videos was answered by Gustaf saying: “you don’t watch them
when they are there but if they wouldn’t be there, you would freak out.”.

Benjamin brought up the point of frontline employees greatly influencing people's’
perception of safety. He mentioned that they need to be calm and take into account that they

are being watched by the passengers to reinforce their perception of safety.

5.2.2 Communication

Speed and efficiency when boarding and deboarding were named as factors that are highly

valued. Another aspect that was appreciated by the respondents was when the team on
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board spoke the local language or the language of the airline’s home country. Respondents
agreed that in certain situations, communication between the crew members and passengers
needs to take place and that this interaction needs to be well rehearsed as it could otherwise
worry the passengers. These situations included, when the airplane is not able to take-off, but
also when obvious technical issues occur and information is not communicated in a safe and

understandable manner.

5.2.3 In-Flight Service

The recurring argument for good service and what creates loyal customers were the free
goods that it provides. Many respondents gave examples of having received free beverages
or candy and stated that they have a more positive perception of those airlines. Other aspects
that made respondents favour one airline over another, were: a good selection of movies,
blankets, good food options, enough leg room, and friendly personnel. Patrick mentioned that
the friendliness of frontline employees was not his main selection criterion, especially for
short flights, but that this gains importance the longer the flight is. Frontline employees going
beyond their job description in moving up passengers to front rows due to connecting flights
or handling unforeseeable situations such as medical emergencies, was seen as very positive
in both groups. A point that was brought up in the second focus group, was that the frontline
employees need to have emotional intelligence because they are performing their job in front
of many customers. Here, Abdimajid brought up the example of an employee responding to
passengers in an unfriendly manner.

Lastly, the second focus group discussed that the service on board needs to be viewed in
relation to the price one paid and that one does not expect excellent service if price was the
deciding factor for the booking of a certain airline. Nevertheless, Benjamin said: “there are a
couple airlines that are similarly priced, so what makes them stand out is how they

accommodate the needs of the customers.”.

5.2.4 Compensations

Both focus groups mentioned incidents of airlines running out of food options or handing out
expired items. Here, the respondents mentioned that simple actions of the personnel, such

as reversing the order of rows in which the food is served, would have sufficed to make up
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for the inconvenience. However, this action was only performed in a few cases. A few of the
participants had experienced drastic flight delays or cancellations. Being offered
compensation for an overbooked flight as well as being given a hotel room in case of a
cancelation were seen as positive. However, it became clear that negative memories are
easier to recall for the participants than those that were positive. More stories were shared
of no compensation being offered, leaving the respondents in an unhappy state throughout
the flight. Gustaf had experienced a situation during which the airline had to deal with an
emergency situation and accommodate its passengers while being under enormous stress.
He described that he remained a customer of the airline as he now had already seen how they

respond under pressure which made them more reliable to him.

5.3 After-Flight Care

The smallest part of the discussions was taken up by the after-flight care interactions between
the customers and the airline. Mainly, this was the phase during which reflection takes place
as well as little interaction with the company in case of lost luggage or a feedback request by

the airline.

5.3.1 Feedback

Both focus groups’ participants mentioned that they are aware of feedback emails that the
airlines send out shortly before or after a flight. However, the consent seemed to be that the

majority of these are ignored.

5.3.2 Compensations

Unlike the findings that were received regarding compensations when discussing In-Flight
Care, the compensations during the phase of After-Flight Care prioritised situations of lost or
damaged luggage and refunds. What should be noted, was that one of the first aspects that
members of focus group one brought up when discussing their favourite airlines were flight
delays. It became apparent that drastic delays, which result in the participant missing other
means of travel, have a strong negative impact on their perception of the airline. Both groups
mentioned that refunds are only given, when the law directs it. However, the question if the

participants usually follow up on minor dissatisfactions that occur during the flight, was
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declined. The participants mentioned that immediate compensation should be offered by the
employees as small issues might not be worth the trouble of contacting the airline via email.
All participants agreed that it is very important to them that the airline takes good care of
their personal items. Incidents of personal items being stored in the cargo bay of an airplane
and being lost or damaged had left Benjamin and Paula with negative feelings towards an
airline. Adam however mentioned that when his item was lost, the airline responded
professionally and delivered it to him at no extra cost the next day. He stated that this
changed his perception positively.

Overall, professionalism was expected throughout the process and defined as “adequate and
responsible behaviour, which is customer oriented”. It was highlighted that mistakes made by
airlines throughout the process can make respondents avoid travelling with certain airlines

even if this means a slight inconvenience on their end due to travel times or money spent.

6. Analysis

Within the empirical findings, factors influencing the external, internal and interactive
marketing could be found within the airline, Germania. While the findings showed some
favourable aspects within the employees’ interactive marketing performance, most of the
shortcomings could be found within the internal marketing efforts made by the airline’s
management. Therefore, the external marketing was negatively affected, as the findings
prove. However, in order to not only improve the internal marketing aspect, findings
according to the customer perspective will be analysed and elaborated on, to take the
interactive and external variables into account. The findings will be applied to the Internal
Marketing Model and further analysed with regard to previous literature. We expand the
Internal Marketing Model based on our findings and their relevance, which is shown below.
All of the variables included within the framework are connected to each other, resulting in

an overlap of the issues discussed.
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Figure 3. Expanded Internal Marketing Model based on Ahmed and Rafiq (2002).

6.1 Internal Marketing-Like Approach

Any company can only succeed within its internal marketing, if it implements a supportive
human resource management system. This includes motivating employees and ensuring that
they are satisfied with their job (Huang & Lee, 2012; Joseph, 1996). Therefore, our findings
explain why the airline experienced difficulties internally. All interviewees stated that they did
not feel motivated or recognised by higher-ups. In addition, the airline did not follow a
marketing-like approach as our findings suggest. The employees’ well-being was considered
merely a cost factor, instead of an asset the company should invest in and put time and effort
into. Greller and Dory (1991) mention this as a factor, which decreases employee involvement
and commitment. Efficient internal communication can support the marketing-like approach

within a company (Pantouvakis, 2012). Again, our findings show a clear mismatch within that
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variable, as communication was described as insufficient, even during critical times and
especially towards the end of the airline.

The interviewees also expressed the need and wish for clear communication. Therefore, it is
considered necessary to include the internal communication factor into the Internal
Marketing Model, as it can be beneficial and supportive of the marketing like approach within
the airline. As stated by Ahmed and Rafiq (2002) effective internal marketing and supportive
human resource management is vital, when a company wants to satisfy its customers.
Therefore, our findings align with Ahmed and Rafiq’s (2002) framework, since employees can
only be customer-oriented if they are satisfied and motivated.

Related to this are the responses we received from the focus group participants, who stated
that they appreciate efficient and foresightful employees, who enable a flawless interaction

throughout the journey.

6.1.2 Employee Motivation

None of the interviewees received any kind of motivation from supervisors, or the
management of the airline. They further described the CEO of the company as a “sole leader”,
who decided what was best for the company and its employees based on his personal, rather
than collective, opinion. Therefore, our findings conform with mentioned theory, that
managers play an increasing role in creating motivating work environments for subordinates
(Hartline & Ferrell, 1996; Kattara et al., 2015; Peterson, 2007). Additionally, the participants
confirmed that they did not feel as if their work was particularly appreciated by higher-ups,
which shows that the individual’s needs for motivation and recognition were not taken into
consideration by management. However, existing theory explains that a manager needs to
consider the individual, their needs and attitudes, in order to effectively apply motivational
techniques. This also requires a certain degree of flexibility by the manager, as motivational
incentives have to be adjusted at times to be effective (Peterson, 2007). Our findings show
that this was not the case within Germania, which led to the employees’ feeling of
demotivation, which mainly originated from the airline’s management as well as high
fluctuations in employees after the company’s restructuring took place.

The interviews revealed that the company recognising employees’ individuality was not
possible as the administrative department was “bloated” and “inefficient” besides being very

branched out, which made communication difficult. As stated by Kattara et al. (2015),
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managers should allocate financial resources towards the organisation’s human capital, which
could lead to a more productive workforce and a more successful performance overall. It is
argued that this could result in strategies on retaining and engaging effective, devoted and
satisfied employees. Based on our findings, it can be argued that Germania’s management
did not invest in its human capital, as the employees felt as a cost factor, instead of a worthy
investment for the company. As a result, newly trained co-pilots left the company shortly after
the completion of their education, as they were dissatisfied with the airline’s monetary
motivational incentives. We believe that Germania could have prevented this by allocating
more financial resources towards its human capital. This would have decreased the need of
recruiting new staff members as well as the fluctuations within the workforce. Instead of
hiring sometimes incompetent and unprofessional employees, according to our respondents,
the company could have retained already existing employees. This would have benefitted the
organisation overall, as those employees were stated to have integrated themselves very
well.

On the other hand, our findings show that there was a high degree of self-motivation within
all of the interviewees. They argued that this was necessary, due to them not receiving any
kind of motivation from management. In turn, this resulted in great teamwork and support
between the cockpit employees and the cabin crew members. As one of the interviewees
mentioned, accomplishing daily tasks and receiving positive feedback from co-workers, was
the main source of motivation. This finding can be confirmed by Peterson (2007), who states
that motivation is connected to the individual’s desire to achieve a certain goal. The author
further states that motivation can create a setting that encourages teamwork and collective
efforts to achieve common objectives. However, our findings only show that this is applicable

to the cockpit and cabin crew relationship.

6.1.3 Job Satisfaction

As theory explains, job satisfaction is often related to or even put equal with employee
motivation (Kumar et al., 2014; Hartline & Ferrell, 1996). Interestingly, all of the interviewees
mentioned that they were generally satisfied with their job. We believe that this is mainly due
to their experience of 25 years and more, the passion they share towards aviation and the
aviation business, as well as the solidarity, which was built throughout the years. To some

extent, our findings contradict with existing theory. Nevertheless, all of the interviewees gave
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examples of where and how the company could improve their level of satisfaction. Here,
especially internal communication, recruiting requirements, and cooperation between
managers and subordinates as well as between departments were mentioned by the

interviewees.

6.1.4 Employee Empowerment

As mentioned previously, Ahmed and Rafiqg (2002) describe empowerment to be the degree
to which employers allow their employees to take initiative when making decisions at work.
Employees being less restricted in their actions enables them to react to unforeseen
situations more promptly, as they are freer to make spontaneous decisions without prior
consultation of a higher-up, thereby increasing customer satisfaction. In accordance with
Ahmed and Rafig, multiple other authors, such as Peterson (2007) and Kattara et al. (2015)
state that empowerment influences multiple variables, such as job satisfaction, lucrativeness
of the company and motivation of the individual, but also the team. In addition, the authors
highlight the manager’s role to provide employees with required resources and training. On
the other hand, Hartline and Ferrell (1996) found, that empowerment has both positive and
negative effects on employee outcomes. It is described to create role conflict. This is due to
employees gaining responsibility and feeling as if they have to fulfil the demands of more
stakeholders. Even though the employee’s confidence and self-efficacy increases, job
satisfaction may decline due to the increased role conflict that stems from heightened
empowerment. However, the authors mention that these effects are more prominent on
some employees than others.

One of the employees mentioned she felt as if management was intimidated by experienced,
knowledgeable and critical employees. Another aspect that was highlighted through the
interviews, was the fact that the long-term employees began to empower themselves in
certain situations. They directed less knowledgeable employees and acted according to what
they believed was right when unforeseen complications took place in the workplace or more
specifically, in interaction with customers. However, these actions of the employees only took
place, according to the interviewees, because management was inexperienced and because
they did not receive any direct communication from the higher-ups besides leaflets being

distributed. Because the employees were not officially empowered by Germania’s
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management, the result was an increased frustration within the team and towards
management.

The conducted focus groups highlighted the fact that customers are most satisfied if their
needs and wants are responded to directly. Speed and efficiency were stated as some of the
most important factors when it comes to any phase of the journey and interactions that take
place. Furthermore, why employees’ empowerment is important from a customer’s point of
view becomes apparent when looking at the customers’ responses regarding compensations.
Those findings can be connected to the theory on service recovery strategies as mentioned
by Miller, Craighead and Karwan (2000) and Shostack (1984). If minor dissatisfactions were
experienced and not compensated immediately, the customer was left with a negative image
of the airline while not feeling like the issue was grand enough to follow up with a complaint
email in order to see whether the airline would compensate in retrospect.

Another factor of empowerment is the empowerment regarding ‘capable resources’.
Peterson (2007) names these as being one of the four components of empowerment. The
interviews gave great insights into ways in which Germania hindered or practically inhibited
its employees from doing their job to the customers’ satisfaction. The old airplanes caused
many cancellations and delays, while the faulty booking system of the company impeded
customers from looking up or booking flights. Focus group members mentioned that recurring
technical issues in an airline’s booking system would make them sceptical towards the
company’s safety and reliability in general. In addition, the interviewees mentioned that
cancellations of the company were usually covered by the media, putting Germania in a
negative light. Empowerment, management commitment to service quality and behaviour-
based employee evaluation are three formal managerial control mechanisms that Hartline
and Ferrell (1996) pointed out in order to increase motivation and job satisfaction. The
interviewees mentioned that their own decision power was especially important in
emergency situations, as it allowed them to improvise and handle a situation in the best
possible way. Nevertheless, it was also mentioned, that the inexperienced and newly

recruited flight attendants made their work difficult at times.

6.1.5 Communication

Communication is the first expansion that we propose to be added to the Internal Marketing

Model (see page 38). By this, we aim to put a greater focus on the side of the Service
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Marketing Triangle called Internal Marketing. Pantouvakis (2012) mentions that internal
marketing efforts by a company depend on factors such as an adequate work environment,
efficient internal communication and good working conditions. Moreover, these efforts
ensure that employees are motivated, aware of required service standards and ready to
execute tasks in a service-oriented manner.

Germania experienced internal communication problems, which may be traced back to the
shift it underwent in its organisational structure, in order to comply with European
regulations. The new regulations, imposed on the company, created a need to hire more
employees, create new departments and finally lead to the complete restructuring of
Germania. This resulted in a “too complex” network of the company, which consisted mainly
of inexperienced personnel and ultimately lead to a decrease in communication within the
different areas of operation. The full impact of these changes and how they negatively
impacted the company and its operations becomes apparent in stories that were shared by
the interviewees. At times, newly established flight routes were not communicated down to
the pilots until the day that the first flight was supposed to take place. In addition, until the
end, many employees had not received any information from Germania’s management about
how the company will handle its insolvency.

Furthermore, over the years, the trust that the employees had in their management, declined
as suggestion systems were misused by individuals in the administrative positions and
rewards were not given to the employees. As confirmed by Peterson (2007), this indeed
resulted in a trust issue between employees and management.

When it comes to communication towards passengers, Germania did not properly
communicate when flights were cancelled to customers, leading to their dissatisfaction and
probable shift to alternative service providers. Therefore, faulty can also be found in the

communication towards customers.

6.2 External and Interactive Marketing-Like Approach

The marketing-like approach towards external customers within the Internal Marketing
Model refers to the extent the company treats its external customers in a service-oriented
manner. It also includes employees and their efforts to satisfy consumer needs and

expectations (Ahmed & Rafig, 2002). Our findings show that the external marketing-like

42



approach was not coherent within Germania. For instance, delays and cancellations were not
always communicated to passengers, which shows that the airline was not customer
conscious at all times. In addition, our findings confirm that external marketing can only be
successful if internal marketing is, as it is argued by Sasser (1976).

Issues were identified within internal marketing and external marketing, resulting in
interactive marketing shortcomings. All of these factors influence the quality of the service
(Grénroos, 1994). By putting the focus on relationship-building through interactive marketing,
we believe the airline could have increased its customer loyalty. Due to its importance, the

customer loyalty variable was added to the internal marketing model.

6.2.1 Customer Orientation

The customer orientation aspect serves as precondition to customer satisfaction and service
quality. In addition, the level of customer orientation within a company depends on the
marketing-like approach, as well as the empowerment of employees (Ahmed & Rafiqg, 2002).
Our findings show unfavourable factors when it comes to employee empowerment, as well
as the marketing-like approach. This displays Germania’s lack of a clear customer conscious
approach. For shortcomings that the company’s management created, employees had to
make up for them to customers. This shows a correlation between our findings and existing
literature on service recovery, because in-flight service employees had to compensate
passengers for mistakes the airlines management made (Shostack, 1984). Those mistakes
within the customer-oriented perspective can be defined as delays and cancellations due to
the leasing of old aircrafts, faulty online booking systems, and non-existent entertainment

programs even though a clear demand for those existed according to our findings.

6.2.2 Service Quality

Service quality determines a company’s survival as it is simultaneously linked to customer
satisfaction (Parasuraman et al., 1988). When it comes to defining service quality in the airline
industry, we made use of the AIRQUAL scale. By aligning our focus group questions with the
model, we received great insights into service quality from the customer perspective.

The first attribute, airline tangibles, was not the most important to the examined price-

sensitive customer group. However, overall cleanliness and the comfort during longer flights
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was mentioned as a plus, while outdated aircrafts were named to impact people’s perception
of an airline in a negative way. Here, Germania’s employees mentioned that the company
used old planes, which drained the airline financially due to constant repairs. Interviewee 1
described the hectic safety presentations on board, which are another tangible of Germania.
They were a result of the company’s financial constraints and the lack of a safety video.

As important terminal tangibles, our customer group mentioned availability of ‘real’ charging
spots and the proximity and cleanliness of toilets. In addition, it was mentioned as especially
important to have efficient and time-saving security checks.

Furthermore, the company’s unreliable booking system was another touchpoint for
consumers, which lead to decreased customer satisfaction. According to the focus group
findings, technical issues of a booking system will only be tolerated by customers for a short
while before they begin questioning the company’s reliability and safety. The respondents
revealed that customers would only try purchasing the same airline once difficulties were
experiences, if loyalty was already established.

The third dimension, personnel, is the most relevant for our research. In our findings, the
majority said that the friendliness of the staff is crucial in combination with their experience,
especially on long-haul flights. In the case of Germania, the employees said that customers
were satisfied with their skill set and service mindset, but the managerial constraints made it
difficult to maintain this level of service quality. Due to the lack of appreciation, one of the
interviewees felt no need to perform additional services. However, additional services, such
as having the opportunity to change seats, were greatly appreciated by the customer group.
These were occasionally offered by Germania. One interviewee also believed that
announcements from the cockpit enhanced the quality of the service greatly and ensured
professionalism on-board.

The empathy attribute was truly important to our frequent travellers since luggage may be
lost or delayed. In these situations, customers appreciate prompt and well-organised service
from the airline in order to resolve the situation. Compensation through free meals was also
mentioned as important. Lastly, image, which considers airline ticket prices and their

consistency was of great importance to our examined customer group.
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6.2.3 Customer Satisfaction

As argued by Caruana (2002), customer satisfaction is the factor that mediates between the
effect of service quality and customer loyalty. When a need or desire is fulfilled, one can say
that someone is satisfied (Cambridge Dictionary, 2019). This is the same in any interactive
encountering between a company, employee and a customer when the customer receives
what is expected from the company or its employee. However, Ahmed and Rafiq (2002) argue
that a company should only aim for a certain level of customer satisfaction due to the fact
that after a certain point, it plateaus and it is no longer profitable to increase efforts.
According to our findings, this point was not reached when it comes to Germania’s
management of customer satisfaction.

The focus groups revealed different ways on how customers’ level of satisfaction could be
increased. An example was given with regard to a foresightful action by the employee by
handing out blankets when needed. Furthermore, free goods and extra beverages made the
majority satisfied. Prices were mentioned to be an important determinant of satisfaction. At
the airport, the efficient security checks and fast boarding without any obstacles determined
overall contentment. Information of the gates and flights or possible cancellations was also
of great importance where Germania faced problems. One of the interviewees mentioned
that the crew speaking the same language as the customer improves their perception of the
airline. We can argue that according to our findings, Germania’s employees put great effort
into satisfying customers during in-flight services. However, the company itself did not focus
on the required competence and professionalism when recruiting new employees. This could
have contributed to dissatisfied customers.

Furthermore, the respondents mentioned, that they are surprised and satisfied, if an airline
exceeds their perceived expectations. This is confirmed by the Expectancy-Disconfirmation
Theory (Oliver, 1977; Oliver, 1980). In Germania’s case, one could pinpoint many areas in
which negative disconfirmation must have taken place. The technical issues on the booking
website and the delays or flight cancellations can be seen as some examples. Overall, the
theory states, that a customer’s satisfaction depends on the way in which a situation is
handled. Some negative experiences, if handled in the correct manner, could even be
outweighed, resulting in customers not losing their feeling of loyalty towards a company

(Kattara et al., 2015). These insights can be related back to the respondents’ awareness of
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their price sensitivity and the fact that they were willing to sacrifice other attributes in regard
to a low price, as well as the employees need for empowerment to give immediate

compensation.

6.2.4 Customer Loyalty

By putting the focus on relationship-building through interactive marketing, we believe the
airline could have increased its customer loyalty. Due to its importance, the customer loyalty
variable was added as the second expansion to the Internal Marketing Model.

Customer loyalty, in the context of airlines, can be defined as a behavioural construct that
leads to the customers’ intention of repeatedly flying with the same airline (Jacoby & Kyner,
1973). Customers are also more likely to recommend the airline to peers and less likely to
shift airlines when they are loyal to it (Aydin & Ozer, 2005).

Customer satisfaction and service quality are stated to be relevant preconditions for customer
loyalty (Gremler & Brown, 1996). Considering this, we found that customers would be loyal
to an airline if they offer a frequent flyer program, a working online booking system, rare
cancellations and excellent communication to customers. A frequent flyer program
encourages customers to fly with the same airline, as benefits, such as free flights await once
sufficient points are collected. In the findings, this was crucial to some, due to families being
able to afford vacations only paid for by points. The online booking system is a determinant
for a reliable airline to which customers can stay loyal. Germania neither had a frequent flyer
program, nor a working booking system. From the customer point of view, a mobile
application with notifications for delays, gates, or even cancellations, would have been
helpful. In short, maintenance problems in the online booking systems and communication
from the company itself harmed the airline’s image and long-term customer relations. Our
findings connect to Schneider and Chung (1993), who explain that a damaged company image
prevents loyal customer relationships. In addition, advertising, word-of-mouth and public
relations are regarded as influential, too. In the case of Germania, advertisement was
insufficient and often misplaced. Additionally, bad press harmed positive word-of-mouth for
the airline greatly. Here, one needs to differentiate between negative word-of-mouth, which
gives customers an accurate image of the company, such as in the case of Ryanair, or if it is
negative word-of-mouth which points out the company’s flaws and how it does not deliver

on its promises, such as it was the case for Germania. Aaker (1991) stated, that perceived

46



quality and customer loyalty is connected to brand equity. Therefore, Germania could have
increased its brand equity by generating positive associations in the customer’s mind through

excellent service delivery.

6.3 Inter-functional Coordination and Integration

The inter-functional coordination and integration within the Internal Marketing Model refers
to how well an organisation integrates and coordinates the marketing-like approach across
all variables. This will in turn affect the employees’ customer orientation and the quality of
the service delivered (Ahmed & Rafig, 2002). Germania’s restructuring and expansion within
recent years inhibited the development of such integrating systems according to our
interviewees. The complexity and expansion of the organisational structure, according to
European regulations, was only one aspect of it. Inefficient internal communication and the
withholding of suggestions for improvement for management contributed to this even
further. Based on the findings, the separation and incoordination of the airlines departments
resulted in failed inter-functional integration.

A coherent marketing-like approach internally and externally was not achieved by Germania,
as the findings revealed. The airline also lacked a supportive human resource management
system, which could have contributed to the employee’s level of motivation. To some extent,

this influenced the customer orientation and quality of the service negatively.

7. Conclusion

To conclude, the Service Marketing Triangle is a valuable tool in understanding the
relationships between the company, its employees and its customers. After closer
examination, one can understand that these relationships reinforce each other, to the degree
that if one is disrupted, the overall service cannot be delivered to the customers’ satisfaction
and expectation, leading to negative disconfirmation and a decline in loyalty. To grasp the
factors that could cause such a disruption and understand the complex network which creates

a service, we expanded the Internal Marketing Model.
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The study showed that Germania greatly inhibited its employees from performing their work
and deliver the service quality that was expected by customers. These inhibitions were mainly
found in the tools that the company provided its employees with, as well as the overall
internal marketing. The shortcomings within internal communication were found to have
enabled a large part of the issues that were brought up by the former employees. Faulty
aircrafts and IT systems, difficult communication between the levels of the company and
employees feeling unvalued lead to a negative working climate, which could only in part be
made up by the self-motivation inherent in the former employees. Overall, the company's
management did not align its goals with its internal structure, which lead to all parts of the
Service Marketing Triangle experiencing less than optimal results. The expansions of
customer loyalty and communication were made to the Internal Marketing Model in order to
show their importance in the whole that is customer service.

Furthermore, the findings as well as existing theory proved, that employee motivation, job
satisfaction and employee empowerment are crucial aspects when it comes to meeting
customer expectations. On the other hand, the marketing-like approach was insufficient
within Germania, which led to shortcomings in the external and interactive marketing
practices. The research shows, that the airline should have served the employees’ needs first,
in order to achieve a customer-oriented approach throughout the entire organisation.

The customer point of view gave an overview of what passengers’ demand from an airline’s
service and that their loyalty influences an airline’s success. Especially the employees’
empathy, competence, and professionalism determine, whether the customer is satisfied and
also, whether they are loyal to the airline. Consequently, the airline’s management is
responsible for providing its employees with the necessary tools and support, in order for
them to deliver a high-quality service, leading to long-term customer relationships being built

and maintained.

The Internal Marketing Model reveals many aspects that are part of the Service Marketing
Triangle. It is almost impossible for a company to not affect the majority of the aspects once
it experiences disruptions in the Service Marketing Triangle. The areas’ interconnectedness
will oftentimes result in customers experiencing a lesser service quality even if external
marketing worked, simply, because a disruption in the internal marketing will create a decline

in employee motivation, which then is carried on to the customer. The end result will always
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be a decline in customer loyalty and therefore declining revenues, unless the company’s
issues do not create a negative disconfirmation for the customer.

Germania’s disruptions reached all sides of the Service Marketing Triangle. External marketing
and internal marketing were lacking and the study showed, that even though the service
employees stayed motivated, their job satisfaction declined due to the inhibitions by the
company that they experiences. Mainly, the affected aspects were job satisfaction,

communication, service quality, customer satisfaction and customer loyalty.

This study contributes to existing research by relating both the Service Marketing Triangle and
the Internal Marketing Model to one another. This relation is necessary in order for managers
to understand the different factors that influence each other. A successfully delivered service
consists of many more underlying aspects than those that the triangle reveals. Furthermore,
our expansion of the model underlines customer loyalty as the outcome of all factors working

together and the necessary revenue source for companies.

8. Discussion

Previous research has stated that the concept of internal marketing is complicated as there is
no unified approach to it (Berry, Hensel, & Burke, 1976). It is emphasised, that especially
service providers benefit from effective internal marketing (Becker, Berry, & Parasuraman,
1992; Piercy & Morgan, 1990). The findings presented within this research show that if the
employees would have felt appreciated and recognised by management, they would have
been more likely to make suggestions for improvement. However, how Germania’s
management treated its employees discouraged them to do so. Interestingly, existing studies
conform with the idea of satisfying ‘internal customers’ first, in order to successfully serve

external customers, which is also presented in this research.

The presented findings show, that employee motivation and satisfaction have great influence
on the outcome of the service quality, which is supported by already existing findings from
Berry, Hensel and Burke (1976). As described by Heskett (1992), internal service quality is a
precondition for excellent external service quality. He further argues that internal service

quality is linked to employee satisfaction, which shapes customer satisfaction eventually.
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This study pinpoints especially the airline’s management and what efforts have been made in
order to achieve such a coherent approach, that enhances interactive and external marketing.
Gounaris (2008) examined the relationship employee satisfaction has on customer
satisfaction. Even though no clear connection could be found by him, some evidence shows
that there is a relationship between the two variables, which is also confirmed within this
study. Here, especially the impact of motivation was mentioned.

Frost and Kumar (2000) on the other hand, take a different perspective on the topic and
argue, that service quality drives the success of internal marketing. They expand the
SERVQUAL scale to INTSERVQUAL, which refers to service quality together with internal
marketing. However, this study rather focused on how effective internal marketing can
improve the quality of the service, and not vice versa. Existing literature is also concerned
with the measurement of internal marketing and the employees’ perception on it. Lings and
Greenley (2005) for instance, have presented a measurement on the employees’ perception
of internal marketing efforts made by a company. On the contrary, this study has highlighted
the importance of an internal suggestion system, based on the empirical findings. However,
scales for measurements have not been considered by the researchers even though our

findings suggest that the airline could benefit from it.

As stated by Graham, Kaplan, & Sibley (1983), the fact that the deregulation of the European
airline industry and the need for restructuring has increased efficiency problems, was
confirmed within this study. The described merciless competition between the different
airlines, due to the low-cost carriers, has put great pressure on a relatively small and private
airline such as Germania. Even though the deregulation of the European airline industry
happened in the 1980’s, our findings prove that airlines still struggle to adapt to the increased
competition. Additionally, models have been identified and researched, that could potentially
help the management of airlines to address and overcome these challenges.

However, their implementation still seems to be a major difficulty. Therefore, the Internal
Marketing Model as explained by Ahmed and Rafig (2002) and the proposed expansions
within this study, would enhance the creation and integration of supporting systems. The
mentioned literature and findings support the fact that taking employees well-being and

customer service demands into consideration, will lead to the airline’s awareness of mistakes
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within its internal marketing approach and the creation of beneficial strategies to tackle

these.

8.1 Practical Implications

We identified three main groups that can benefit from our research: managers of companies,
specifically service companies, who are noticing a decline in profitability and have a need to
restructure parts of the Service Marketing Triangle, individuals in the service industry who are
founding a business and are unsure of how to align all variables in order to create a lucrative
company and, lastly, employees, who wish to improve the working climate and internal as
well interactive marketing of the company.

Our research is mainly set out to help pinpoint faults in the way service companies are
currently run. The findings are meant to help management exactly understand the structure
of their companies, understand in which areas miscommunication or the wrong handling of
employees may lead to decreased brand equity. Explain how the communication between
management and employees can be improved in order to create motivated and empowered
employees who provide good service to the customers, ultimately resulting in an alignment
between external and interactive marketing.

Nevertheless, the findings may also be helpful to foresightful entrepreneurs wanting to avoid
making mistakes in the set up and expansion of their company. Germania’s case may enable
them to learn from the company’s mistakes, especially because it was a privately owned and
relatively small company.

The last group that was identified are employees themselves. By understanding where
miscommunication may lead and in which areas of a company it can occur as well as
understanding how areas of their work may be hindered by their employer, employees may
be more open to suggest new practices in their own work environment, pushing practices
forward that support instead of hinder employees. This will ultimately lead to a more positive

work environment and increase their happiness.

8.2 Future Research

This research made contributions to existing internal marketing literature and highlights the

importance of qualitative studies, especially within the aviation business and its intense
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competition. Nevertheless, further aspects that could induce a company’s failure should be

explored. We suggest expanding our research within the following areas:

e Wider samples of airlines, employees and customers, preferably outside of Europe to
determine differences and similarities in the airline industry. There may be
differentiating results to our research when studying other service industries or
examining a similar case outside of Europe.

e How important the internal marketing is in other service companies and how internal
issues are tackled? Especially regarding strategies applied by management to satisfy
employees.

e How service recovery efforts differ within customer groups and what techniques
frontline employees apply in other organisations to satisfy customers?

e What other aspects, in addition to internal marketing, could have been considered in
the case of Germania and its bankruptcy. Other determinants, leading to the
company’s failure, can be traced from the individual interviews. These findings could
contribute to this study further.

e How did Germania’s financial management relate to the company’s failure. Does the

qualitative research done in this study reflect the balance sheet of the company?

8.3 Limitations

The limited time to gather data as well as the word count constraint, put on the bachelor
thesis, were our main restrictions while writing this paper. The word count constraint did not
allow us to expand on all areas which we initially planned on explaining in greater detail. We
did not experience any issues staying within the allocated time frame given for writing the
paper, as we strictly adhered to the time table, which we had set up in the beginning
(Appendix IV). Nevertheless, our aim to hold focus groups as well as interviews was made
difficult by the time restriction. Considering the theoretical framework, the AIRQUAL scale
has its limitations since not all the dimensions are stable and the number of dimensions can
vary depending on cultural population (Bari et al., 2001). In addition, it lacks empirical

research.
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Regarding the focus groups, we had to greatly adjust to our respondents’ availability and
were, unfortunately, not able to include all the respondents we initially had approached.
Furthermore, our respondents were all international students who originate from Europe.
This scope of individuals may limit our findings and results, compared to if we used a wider
range of customers. Other customer groups we could have used, to make the finding more
valuable, are senior citizens or working individuals with more financial stability. Additionally,
we were limited as we only conducted the focus groups in Jonkdping, Sweden.

Limitations that we experienced regarding the interviews are the ability to get a hold of
management staff and the fact that we only interviewed people who had 25 or more years of
work experience within Germania. Furthermore, the participants were friends and former
colleagues, which might have an impact on the answers received. However, this can also be
seen as a strength as the employees have grown with the company themselves and
experienced positive and negative developments.

Another limitation is that our case study is focused on Germania. Our findings may not apply
to another company or even airline that experiences failure in any of the areas described in
our thesis. The scope of the interviewed employees may also pose a limitation as none of
them held management positions within the administrative area of the company. This
restricts our research to only look at the point of view of the employees.

To improve our study, we could have physically gone to an airport and observed people or
asked previous customers of Germania in order to gain their perspective on the company and
why they liked or disliked it.

An overall limitation of the study is our use of Germania as a case company. Germania was a

relatively small private airline in Germany.
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Appendix

Appendix I: Focus Group Questions in English

Firstly, a brief introduction and explanation of the topic was given to the participants. Then,
the questions below were asked to engage all respondents into a lively conversation.

Probe Questions
1. How familiar are you with services provided by European airlines?
2. How often do you fly with European airlines?
3. Which airline is your favourite?

Follow-up questions
1. What is the most important factor for you when it comes to airline/airport services?
a. How important is the friendliness of the staff to you?
b. How important is the overall image of the airline/airport to you?
c. How important is safety on board to you?
d. How important is it that the company takes care of you and your items during
the flight?
2. Have you ever been satisfied with a European airline and their services?
a. Which airline?
b. Why?
3. Have you ever been dissatisfied with a European airline and their services?
a. Which airline?
b. Why?
4. Have you ever faced a situation where the service personnel tried to solve the
dissatisfaction or service failure together with you/someone else?
5. Do you have a certain situation in mind from when you were flying somewhere in
which you experienced excellent service interaction that stood out?
6. What would be something an airline could do in order to make you choose that
airline over another?

Exit questions
1. Something else you want to say about European airlines or their services?
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Appendix II: Interview Questions in English

The individual interviewees were introduced to the topic by a brief explanation, then the
following questions were asked. Since they are open-ended questions, they were adjusted or

expanded at times.

o vk wnNPeE

10.

11.

12.
13.
14.
15.

Name?
What is your age?
Employment status at the moment?
What was your position at Germania towards the end?
For how long have you worked for Germania?
Were you satisfied with your job?

a. What could have been improved?
How would you describe the structure within the company? (e.g. formal, informal,
etc.?)

a. How does the management work within the company? (What is the

management structure like?)

What are the main challenges within your daily work?
How does management help or support you to excel at your daily tasks?
Do you know anything about the marketing efforts made by management of the
service you offer? (Frequent Flyer Program, Apps, etc.?)
How easy is it for you to make suggestions to management?

a. Ifyounotice improvements could be made in a certain area, how valued is your

input?

How free are you to make spontaneous decisions when interacting with customers?
When do you feel that you have succeeded in your interaction with a customer?
How do you perceive the customers satisfaction after they get off the plane?
Do you believe that Germania’s bankruptcy could have been prevented or that the
company’s position in the market could have been recovered? (if service interactions
would have been adapted/marketing efforts improved)

Interview Questions in German
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Name?
Wie alt sind Sie?
Sind Sie zurzeit angestellt?
Welche Position hatten Sie bei Germania zum Ende?
Wie lange haben Sie flir Germania gearbeitet?
Waren Sie zufrieden mit lhrem Job bei Germania?
a. Gab es etwas, was man verbessern hatte konnen?
Wie wiirden Sie die Struktur in der Firma beschreiben? (z.B. formal, informal?)
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10.

11.
12.
13.
14.

15.

a. Wie wiirden Sie die Managementstruktur beschreiben?
Was waren Herausforderungen fiir Sie im Arbeitsalltag?
Wissen Sie etwas Uber Marketing bei Germania? Gab es Apps, Frequent Flyer
Programme, etc ?
War es einfach, Vorschlage zur Verbesserung ans Management zu bringen?

a. Wurden Sie wertgeschatzt vom Management, allgemein und wenn sie

Vorschlage zur Verbesserung gemacht haben?

Konnten Sie spontan Entscheidungen treffen, wenn sie mit Passagieren in Kontakt
waren?
Wann bemerkten Sie, dass der Passagier mit Ihrer Arbeit zufrieden ist?
Waren die Passagiere allgemein zufrieden, wenn sie das Flugzeug verlassen?
Falls ein Passagier nicht zufrieden war, was haben Sie unternommen um dies zu
andern?
Glauben Sie, dass die Insolvenz von Germania hatte verhindert werden kdnnen oder
dass die Position des Unternehmens auf dem Markt wiederhergestellt werden
konnte? (wenn  Service Interaktionen angepasst worden widren @/
Marketingbemiihungen verbessert worden waren)



Appendix lll: Keywords

The initial keywords used within this study were short-tailed, followed by long-tailed

keywords:

airline competitiveness, airline industry, airline services, brand equity, company employees,

customer loyalty, customer satisfaction, external marketing, interactive marketing, internal

marketing, job satisfaction, service management, service marketing, service personnel, service

quality, and service recovery, airline service quality, co-creation of service, customer

expectations of airlines, customer expectations of service, employee motivation within the

service sector, employee perspective on service, low-cost carriers and full-service carriers,

service brand equity, and service recovery and co-creation of service recovery strategies.

Appendix IV: Timetable

Date Deadline

21.1.2019 First meeting to discuss topic ideas

3.2.2019 All articles read

7.2.2019 Seminar 1 (1 page of our prel. topic)

25.2.2019 Literature review (1st edition)

5.3.2019 Seminar 2 (5 page document)

11.3.2019 Elevator pitch

25.3.2019 Interview questions

26.3&27.3 Interviews Germania

1.4.2019 Focus Groups

5.4.2019 Method, Empirical Findings, Discussion, &
Conclusion (Divide the work)

8.4.2019 Seminar 3 (15-20 pages)

15.4.2019 Meeting (Deadline for the final parts)

6.5.2019 Seminar 4 (Done with all parts)

20.5.2019 Thesis Submission latest 23:55

31.5.2019 and 3.6.2019 - 5.6.2019 Thesis Defense
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