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Unit 305: Understand the customer service environment
Handout 1: The service-profit chain
When service companies put employees and customers first, a radical shift occurs in the way they manage and measure success
James L. Heskett, Thomas O. Jones, Gary W. Loveman, W. Earl Sasser, Jr and Leonard A. Schlesinger
The service-profit chain is a theory and business model developed by a group of researchers from Harvard University. They have proved that there is a direct financial link between superior service experiences, customer loyalty, and financial performance (profit and growth).
The service-profit chain establishes relationships between profitability and customer loyalty and employee satisfaction, loyalty, and productivity. 

The links in the chain are as follows:

· Profit and growth are stimulated primarily by customer loyalty.
· Loyalty is a direct result of customer satisfaction.
· Satisfaction is largely influenced by the value of services provided to customers.
· Value is created by satisfied, loyal, and productive employees.
· Employee satisfaction, in turn, results primarily from high-quality support services and policies that enable employees to deliver results to customers.


