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Note:

1. The paper is divided into TWO Sections: SECTION-A and SECTION-B.

2. There are five questions in SECTION-A.  You are required to attempt ANY THREE.

3. All the questions of SECTION-B (Case Study) are compulsory.

SECTION-A (20 Marks each)

1.
(a)
Even though some business are “moving their customers to the online channel,” many 
service businesses need to have “bricks and-mortar” locations. Explain some key reasons why bricks-and mortar are necessary to best serve customers.

(b) 
Explain in detail several ways that technology has impacted how firms deliver and manage their service offerings.

2.
(a) 
Discuss   the   various   forms   of   demand   and   capacity   interfaces.   What   are   their 

implications on cost and revenue of the firm?
(b)
Discuss how the activity based pricing is more relevant in services industry.
3.
Discuss the relative merits of blueprinting, servicescape, servuction and services experience as conceptual framework for analyzing the services encounter. Illustrate your answer with appropriate example.
4.
(a)
Critically     evaluate    the   relationship   between   service   quality,   productivity      and 
profitability.

 
(b)
Discuss the generic prescription for closing six service quality gaps.
5.
(a)
Evaluate  the   relationship  between employee satisfaction, customer satisfaction and 
profitability of the firm.

(b)      
Critically   discuss   the   importance   of   services   guarantees   in  the process of service 
recovery.
SECTION-B (40 Marks)

Case Study (Compulsory)

Introduction

On March 8, 2014, Malaysia Airlines (MAS) flight MH370 left Kuala Lumpur International Airport for the Chinese capital, Beijing. Less than an hour after it took off, the fleet lost contact with air-traffic control, and shortly after the plane vanished from the radar screens. The flight never reached its destination. A search began for the vanished plane, covering over a million square miles and costing tens of millions of dollars in what has been recognized as one of the major mysteries in modern aviation.

The loss of MH370 resulted in the loss of goodwill for MAS. Following the incident, the Malaysian government took over the management with the aim of making the airline profitable by 2017. The government delisted the airlines from the stock market (Bursa Malaysia) and pumped in funds for its rebranding in the same year.

Although the airline maintained a partnership with numerous public relations firms in the past, it attempted to handle the issue on their own internally. The airline’s initial response to the disappearance on March 8 consisted of a statement at 7:24 am, around five hours after the loss of contact with the plane. An MAS spokesman said that the crisis was handled internally by a team trained in crisis communication headed by then-CEO, Ahmad Ahmad Jauhari Yahya, and others at the board level, who gave daily updates on the situation.

The management kept changing their press releases about the issue within the first 24 hours without offering an explanation as to when it first lost contact with the airline. In one confusing moment, the head of Malaysia’s air force said the military received signals after ground controllers lost touch with the aircraft, which suggested that the plane flew north instead of west. The statement was later denied by the Malaysian air force.

Adding to this, Mark Sherwin, president of Toronto-based crisis communications company, CorpWorld stated that: “The response to a crisis can become a crisis of its own or make the crisis even worse, as it can exacerbate the initial crisis.” Little inconsistencies within MAS’s response heightened distrust among stakeholders. As relatives gathered at the Beijing Capital International Airport, the MH370 flight flashed in red for some hours as “delayed”—even when news broadcast about the plane’s possible demise. Waiting family members became distraught as the arrival area became crowded with photographers and TV camerapersons.

Impact on Company Performance

MAS was devastated financially as the incident shattered its already unstable finances. The airline witnessed high cancellation of existing bookings, and reduction in long haul bookings with consumers favoring short haul booking. The airline said: “Sales from China fell some 60 percent in March, soon after the disappearance of the aircraft.”

The national airline had already been beset by the high cost of fuel and added pressures from low-cost carriers. Their additional financial issues were a result of huge flight cancellations from consumers, which also saw flights to China dropping by over 60% in the March of 2014. A resulting 6.7% decline in booking occurred within the same period, while some un-cancelled flights were abandoned as passengers never checked in. The full impact of the double tragedies of MH370 and MH17 actually hit the company hardest in the second half of the year, as weekly bookings dropped by over 33%.

Besides financial ruin, the company also faced “negative sentiments” that left its image in tatters. Consumers were no longer interested in MAS’s PR programs, such as discounted prices and seat upgrades, with some travelers vowing that even a free seat would not convince them to fly. A protester at the Malaysian embassy in Beijing said: “I will never use Malaysian Airlines [sic] in my life again, even if it is for free.” Relatives of Chinese victims marched with other Chinese citizens to the Malaysian embassy in Beijing, claiming the disaster was a cover-up and had been mishandled by the Malaysian government. Angry protesters called the whole incident “two weeks of lies and misleading information,” holding up placards that read: “Malaysia Airlines, you owe us an explanation,” “Corrupt Malaysian government,” and “Mom, please come home,” while shouting “We want the truth!” or “Give our loved ones back!”

Overall, the company lost over 40% of its market value in the year of the vanished flight (Meng, Lee, Wan, & Song, 2014). The state-controlled airline said it posted a net loss of 443 million ringgit (USD 137 million) for the three months ending March 31, compared to a 279 million ringgit loss in the same period a year earlier.

Crisis management is vital for an airline as it directly influences their performance. When an airline is faced with a crisis in the form of a downed aircraft, its actions can determine the extent to which the issue will affect its brand image and overall performance.

6.
Case Questions:
(a)
How did the crisis affect MAS in the long term? In the face of disaster-based challenges, how could the airline have addressed the issue to ensure that it didn’t escalate as it did? 
(15)
(b)
In addition to the loss of planes, what factors impacted the brand image and sustainability of MAS? 







       (15)
(c)
What do you think should have been done by MAS at the Beijing Capital International Airport to avoid relatives of victims being bombarded by the media following the incident? 








       (10)
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