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Service businesses struggle with a reality that is foreign to 

manufacturers: Customers “interfere” with their operations. To deliver 

consistent quality at sustainable cost, companies must learn to manage 

that involvement.

 

What if a manufacturer had to deal with cus-
tomers waltzing around its shop floor? What if
they showed up, intermittently and unan-
nounced, and proceeded to muck up the man-
ufacturer’s carefully designed processes left
and right? For most service businesses, that’s
business as usual. In a restaurant or a rental
car agency or most of the other service compa-
nies that make up the bulk of mature econo-
mies today, customers aren’t simply the open
wallets at the end of an efficient supply chain.
They’re directly involved in ongoing opera-
tions. The fact that they introduce tremen-
dous variability—but complain about any lack
of consistency—is an everyday reality.

Dealing with that variability is a central chal-
lenge in making a service offering profitable.
But little in managers’ conventional training or
tool kits equips them to deal with it effectively.
Operations management theory, rooted in the
manufacturing context, typically has only one
thing to say about variability: It must be elimi-
nated. Any educated manager learns to recog-
nize it as the enemy of quality.

In the service context, the challenge is far
more subtle. First, it wouldn’t be wise to drive
out all variability; customers judge the quality
of their experience in large part by how much
of the variability they introduce is accommo-
dated, not how sternly it is denied. Second, it
wouldn’t be possible to do so. While manufac-
turers have virtually complete control over the
cost and quality of their production inputs, ser-
vice companies face this one, huge exception:
Their customers are themselves key inputs to
the production process. That form of input is,
by its nature, capricious, emotional, and ada-
mantly disinterested in the company’s profit
agenda.

My research over the past several years has
been aimed at helping service organizations
overcome the challenge of customer-introduced
variability. I’ve studied a wide variety of service
companies, some of which prospered while
others experienced escalating costs in the face
of eroding customer satisfaction. The frame-
work that has emerged from that study can
help managers make better decisions about
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how and how much to reduce or accommo-
date the variability customers introduce. As
the stories in the following article make clear,
there are multiple ways to combat the effects
of any type of variability, and the best solu-
tion is not always immediately apparent. But
by using a systematic process to diagnose
problems and design and fine-tune interven-
tions, managers can reduce the impact of vari-
ability and enhance the competitiveness of
their service.

 

Five Types of Variability

 

The first step in managing the variability intro-
duced by customers is to understand the forms
it can take. Customers introduce variability to
operations in no fewer than five ways, so it is
critical to sort out which type is causing mis-
chief before designing interventions.

 

Arrival variability. 

 

The first type of variabil-
ity that creates challenges for service compa-
nies is an obvious one: Customers do not all
want service at the same time or at times nec-
essarily convenient for the company. Many a
grocery store manager has bemoaned shop-
pers’ inability to space their transactions such
that checkout clerks remain busy and lines do
not form at the registers. The classic way to ad-
dress arrival variability is to require appoint-
ments or reservations, but that makes sense
only in certain situations. In many service en-
vironments, such as retail stores, call centers,
or emergency rooms, the customers them-
selves cannot foresee or delay their needs. The
resulting inefficiencies have inspired a large
body of work in what’s known as queuing the-
ory and many solutions (including those de-
scribed by W. Earl Sasser in “Match Supply
and Demand in Service Industries,” HBR No-
vember–December 1976).

 

Request variability. 

 

Film buffs will recall the
diner scene in the movie 

 

Five Easy Pieces,

 

 in
which actor Jack Nicholson asks for a side order
of wheat toast. The rule the waitress invokes—
no substitutions—is a time-honored way to
limit request variability, or the range of what
customers ask for in a service environment.
While it’s hard to imagine operations grinding
to a halt over an order of toast, the fact that cus-
tomers’ desires don’t emerge along standard
lines poses real challenges for virtually every
kind of service business. At an advertising
agency, each client is executing a unique mar-
keting strategy. At a resort, vacationers want dif-

ferent amenities. Even at a single-service busi-
ness like Jiffy Lube, customers show up with
different makes and models of automobiles.

 

Capability variability. 

 

Perhaps less obvi-
ously, service businesses must also work with
customers whose own capabilities differ.
Whether because of greater knowledge, skill,
physical abilities, or resources, some custom-
ers perform tasks easily and others require
hand-holding. This capability variability
clearly becomes more important when cus-
tomers are active participants in the produc-
tion and delivery of a service. A cleaning ser-
vice may arrive, do its work, and leave, having
had no real interaction with the customer. The
customer’s particular capabilities make little
difference to how well the crew does its job. In
a medical setting, by contrast, a patient may be
more or less able to describe his symptoms,
and that will affect the quality of the health
care he receives.

 

Effort variability. 

 

When customers must
perform a role in a service interaction, it’s up
to them how much effort they apply to the
task. An internal accountant may or may not
take care to hand over well-organized files to
her company’s independent auditor. A shop-
per at a warehouse club may or may not have
the remaining energy to return his massive
shopping cart to one of the corrals in the park-
ing lot. Such effort variability has an impact
on service quality and cost, either directly for
the engagement at hand or indirectly for other
patrons.

 

Subjective preference variability. 

 

Customers
also vary in their opinions about what it
means to be treated well in a service environ-
ment. One diner appreciates the warmth of a
waiter’s first-name introduction; another re-
sents his presumption of intimacy. When a top
partner in a law firm lavishes attention on en-
gagements, some clients will be gratified by
the proof of their cases’ importance. Others
will think those expensive billable hours could
be doled out more judiciously. These are per-
sonal preferences, but they introduce as much
unpredictability as any other variable and
make it that much harder to serve a broad
base of customers.

It’s possible to think of these five forms of
variability sequentially because they reflect the
process by which many service transactions un-
fold. The customer arrives, makes a request,
plays a part in the process requiring some level
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of capability and effort, and assesses the experi-
ence according to personal preferences. At any
of these points, life is easier for a service pro-
vider if it is dealing with a narrow band of vari-
ability. Where the band is wide, service quality
and efficiency are at risk.

The taxonomy above is important because
operational issues in a service business can often
be traced to problems created by customer-
introduced variability. But the right strategies
to manage, say, effort variability (often involv-
ing incentives) can be completely different
from the strategies for dealing with capability
variability (typically some sort of training). Be-
fore managers can draft an appropriate re-
sponse, they must diagnose which variability is
at issue.

 

A Classic Trade-Off

 

Wherever customer-introduced variability cre-
ates operational issues for a company, manag-
ers face a choice: Do they want to accommo-
date that variability or reduce it? Generally,
companies that emphasize the service experi-
ence tend toward accommodation, and those
that emphasize operational simplicity—usu-
ally as a means to keep costs low—tend to-
ward reduction. The two approaches are in
constant tension.

Consider a classic illustration of a reduction
strategy: the restaurant menu. Menus, by their
nature, are a way to constrain request variabil-

ity. They put a limit on what would otherwise
be an infinite number of potential orders and
therefore make it possible for a restaurant to
offer meals of consistent quality at a reasonable
cost. But customers chafe under too many con-
straints (again, recall Jack Nicholson’s rage in

 

Five Easy Pieces

 

). For them, the ability to re-
quest variations in preparation, ingredients, and
side dishes—or to order off the menu en-
tirely—is part of a premier dining experience.
When restaurants do not accommodate special
orders, they reduce the complexity of the oper-
ating environment but also may diminish ser-
vice quality. Companies that use reduction strat-
egies tend to attract price-conscious customers
who are willing to trade off an excellent service
experience for low prices. People who choose
discount airlines, bulk retailers, movie mati-
nees, and off-peak travel options essentially re-
duce their collective variability by conforming
to a company’s operational needs, even at the
risk of an inferior service experience.

Accommodation strategies take different
forms, depending on the business and type of
customer-introduced variability. Very often, ac-
commodation involves asking experienced em-
ployees to compensate for the variations
among customers. For example, in a business
where customers have divergent views of how
service should be delivered (a business, that is,
with high subjective-preference variability), a
veteran employee learns to diagnose customer
types. By making on-the-fly adaptations to suit
their preferences, he essentially “protects” the
customers from having to make many adjust-
ments of their own.

It costs more, of course, to hire, train, and
keep employees who can compensate for cus-
tomers. Like most accommodation strategies,
this one forces the company to bear the brunt
of the variability. Therefore, the success of an
accommodation strategy usually hinges on a
company’s ability to persuade customers to
pay more to cover the added expense. Gener-
ally, only companies at the high end of their
competitive landscape can command such a
premium. Those at the low end must rely on
strategies to reduce variability.

But managing customer-introduced variabil-
ity does not have to come down to a stark
trade-off between cost and quality. Some com-
panies have met the challenge without damag-
ing either the service experiences they provide
or their operating environments. In a matrix

 

Overcoming the Trade-Off

 

Managers in service businesses often assume that they face a tough choice: either 
accommodate customers’ various desires and behaviors at high cost or refuse to ac-
commodate variability and risk customer defection. But other options exist—those 
above the diagonal of the matrix—which let companies offer a high level of accom-
modation at low cost or reduce variability without damaging the service experience.
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