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Determined and ambitious 
would be a fair description of 
Hengky Setiawan, president 

director of PT Setia Utama Teles-
indo (Telesindo Shop). His company 
is the authorized dealer of recharge 
cards for Telkomsel, Flexi and Ex-
celcomindo  Pratama (XL). 

Hengky is indeed a major player 
in the business as Telesindo has 
about 500 dealers, 3,000 employees 
and 36,000 resellers. 

Hengky’s success did not come 
easily. His parents taught as a child 
that hard work was necessary to get 
ahead. “My father always said I had 
to work had to achieve my dreams,” 
said Hengky. 

Hengky recalled working as a 
painter at a neighbor’s house when 
he was a primary school student 
and using the money he earned 
to buy pastel (pasty). “My mother 
used to scold me because my shirt 
always got dirty when I painted my 
neighbor’s house,” he said with a 
laugh.

He also did other manual work, 
such as running errands. When he 
was in high school he worked as a 
bookstore attendant in Pasar Pagi, 
Mangga Dua, North Jakarta. While 
growing up he developed skills in 
sales when studying at Tarumane-
gara University, Jakarta. 

During those years, bought a sec-
ondhand Nokia mobile phone for Rp 
5 million to resell. “I was not too se-
rious about selling in the beginning, 
but offered it to a couple of friends, 
one of whom was interested. 

He bought it for Rp 6.5 million. 
So I used the Rp 1.5 million profi t as 
capital for a secondhand cell phone 

business,” recalled Hengky. He 
looked for more secondhand mobile 
phones and sold them at a handsome 
profi t, thus increasing his capital. 

In the middle 1990s, Indonesia 
entered the Global System for Mo-
bile (GSM) era. The pioneer was 
Satelindo, but in 1995, PT Telekomu-
nikasi Seluler Indonesia (Telkom-
sel) was established. Although he 
was already working in cooperation 
with Satelindo, he submitted a re-
quest to Telkomsel to become an au-
thorized outlet, which differed from 
an authorized dealer. 

“I always treat my 
employees as partners 
and we always at-
tend to their particu-
lar needs, including 
giving them routine 
motivation classes, 
training and bonuses 

    ”While he was a dealer for Satelin-
do and Telkomsel, his previously 
smooth business went bankrupt and 
he had to start all over again. 

He decided to discontinue his re-
lationship with Satelindo. Not long 
after, in 1997, XL entered the GSM 
industry and included Hengky on its 
list of recharge card dealers.

Hengky said previously there was 
a vast difference in selling recharge 

cards than today. In the early 2000s, 
when there was a boom in the cell 
phone business, there was great 
demand for recharge cards and 
cell phone numbers. “I made Rp a 
400,000 profi t from the sale of each 
cell phone number, especially on 
Telkomsel numbers as they were in 
high demand. 

Today, as an authorized dealer my 
profi t margin is only about 1 percent. 
The reason is there are now a large 
number of operators in the market, 
which means that end users get the 
real benefi ts. Fortunately, I have a 
network spread throughout Indo-
nesia. It is due to this wide-ranging 
network that Telesindo can survive,” 
he explained.

These days Telkomsel is the mar-
ket leader in Indonesia with about 
65 million clients in total. Hengky 
draws on the plus points of each 
operator he represents. “We work 
in synergy. Telkomsel gives us its 
products and we quickly circulate or 
distribute the products. 

So although Telkomsel is the mar-
ket leader, if the distributor did not 
act quickly the outcome would not 
be the maximum,” he said. 

Indeed, Telesindo seems to be 
the favorite of Telkomsel as demon-
strated by the various awards it has 
presented to Telesindo. 

For example, for three consecu-
tive years Telesindo has won Tel-
komsel’s Best Multi-Regional award. 
The latest award it won was the 
Platinum Class 2008 as the au-
thorized Flexi dealer , which was 
presented on Jan. 16. “My work 
philosophy is to be number one. I 
always want to be the champion,” he 
stressed.

All 500 branches of Telesindo are 
owned by Hengky and are not fran-
chised. Therefore, the management 

of 3,000 employees is not an easy 
matter. 

“I always treat my employees as 
partners and we always attend to 
their particular needs, including giv-
ing them routine motivation classes, 
training and bonuses. In fact, the 
company would be nothing without 
them,” said Hengky. 

Apart from his dedicated and pro-
fessional employees, Hengky said 
that the key to his success also lies in 
the loyalty of the resellers. He pro-
vides them with various rewards, 
such as trips to Bali, abroad and ex-
pensive electronics. Hengky said re-
lations with them have been highly 
satisfactory. 

The key, according to Hengky, is 
the achievement of sales targets, re-
wards for them and a harmonious 
relationship like in a big family but 
in a professional context.

He said other keys to his success 
were his ability to stay focused and 
his commitment and fl exibility in 
following market trends. Commit-
ment is important, he said, because 
you can gain trust from any party, 
including banks. So, whatever the 
risk or outcome, you have to stick by 
your commitment even though you 
may initially lose money. 

“My own experience proves this, 
because I have seen many dealer-
ships fall apart because they feared 
losing money,” said Hengky.

To achieve his ambition to be the 
No. 1 dealer in Indonesia, Hengky 
has a number of items in his busi-
ness plan. His fi rst target this year is 
to double the number of resellers to 
72,000. Second is to prepare to fran-
chise Telesindo in the near future. 
“So far, 31 shops have applied for a 
franchise. The plan is to start fran-
chising in early in March 2009,” re-
vealed Hengky. 

Service failures are always oc-
curring – but what matters 
more are the actions taken to 

recover from the failure, which have 
multi-dimensional impacts on the 
company. Indeed, service recovery 
is the acid test for customer orienta-
tion: if a company does not excel in 
this, then it is not customer oriented.

Good service recovery can build 
commitment and trust between the 
company and the customer, which 
increases customer satisfaction and 
loyalty. Customers are likely to talk 
positively about the company, which 
enhances its image. Even though it 
may seem like a paradox, the whole 
experience can generate more good-
will for the company than if nothing 
had gone wrong in the fi rst place.

In contrast, service recovery fail-
ure – even for a relatively minor 
incident – can increase customer 
dissatisfaction and frustration. This 
makes them more likely to say nega-
tive things about the company, dam-

aging its image and potentially turn-
ing other customers away.

My research and consulting expe-
rience indicate several areas where 
companies can improve their serv-
ice recovery.

Recovery is proactive, 
complaint handling reactive

In practice and research, cus-
tomer recovery is often confused 
with complaint handling. Compa-
nies need to understand that service 
recovery is not simply complaints 
management, but instead is much 
broader and more proactive. Ideally, 
service recovery will address service 
failures before any complaints are 
made. Or as one of my colleagues 
pointed out: only if the fi rst oppor-
tunity to recover is missed will cus-
tomers complain.

Provide the right type of justice
From the customer’s point of 

view, good service recovery focuses 

on fairness and justice. This has 
three dimensions:

•  Distributive justice – the out-
come of a recovery situation 
(such as an apology, refund or 
product replacement)

•  Procedural justice – how the re-
covery process works

•  Interactional justice – how cus-
tomers are treated

Customers are often dissatisfi ed 
with the recovery effort because 
managers over-emphasize the dis-

tributive justice but underestimate 
the importance of process and inter-
actional justice. 

As a result, staff are often trained 
to deal with complaints in a formal-
istic way, but not trained in what 
the whole experience means for the 
customer. This leaves the customer 
still feeling frustrated, uncared for, 
distrustful, or otherwise unhappy 
despite having received a refund or 
a replacement product.

For a customer to remain loyal, he 
or she must feel listened to and un-
derstood. His or her emotion – an-
ger, disappointment, stress – should 
be dealt with fi rst, before the serv-
ice failure is addressed. Above all, 
the interaction must be authentic: 
the customer needs to see that the 
company is honestly trying to fi x the 
problem or fi nd a solution.

Understand the scale of 
the problem

Only by knowing the true scale of 
customer dissatisfaction can com-
panies see — and proactively pre-
pare for — looming service failure 
crises.

Companies often measure service 
failures by the number of customer 
complaints. However, this severely 

underestimates the problem as only 
a small fraction of dissatisfi ed cus-
tomers actually make a complaint. 
Similarly, front-line employees often 
know where service failures are oc-
curring, but are reluctant to tell their 
supervisor due to the bad reaction 
they may get.

Clearly then, companies need a 
service culture that engages with 
customers and front-line employees, 
asking for honest responses even if 
these are painful.

 It is also useful to track what’s 
being said about the company in 
blogs, online reviews, and other 
websites. Once the company has 
a good idea of what kind of prob-
lems customers are experiencing, it 
can defi ne and prioritize areas for 
improvement.

Encourage customer complaints
Similarly to the above point, many 

companies don’t recognize the value 
of complaining customers – and the 
danger of dissatisfi ed customers 
who don’t complain. Indeed, many 
companies actually provide incen-
tives for reducing the number of 
customer complaints, falsely believ-
ing that fewer complaints mean im-
proved service and more complaints 

mean worsening service.
In fact, dissatisfi ed customers 

who don’t complain are much more 
of a problem than those who do –
not only do you not know what is 
bothering them and have no way of 
fi xing this, but chances are they are 
talking to other people about their 
negative experience. In addition, 
the act of complaining indicates 
trust and is therefore a sign of good 
service.

Know where you are failing
Companies also need to be careful 

about what they regard as a service 
failure. In one company I consulted 
with, management’s response to 
what triggered a negative experi-
ence was often “That’s not a fail-
ure — customers just don’t get it!” 
However, I would argue that if the 
customer is not happy then a failure 
occurred. So it’s not just a matter of 
getting feedback from customers – 
it’s really listening to what they are 
saying.

Professor Stefan Michel teaches 
on the Orchestrating Winning 

Performance (OWP) program at 
IMD (www.imd.ch).
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The term functional brand 
seems to have originated 
from an article written in 
1986 by C.W. Park, Ber-

nard. Jaworski and Deborah J. Mac-
Innis titled Strategic Brand Concept 
Image Management in the Journal of 
Marketing (October). 

The authors explained that this 
type of brand satisfi es consumers’ 
immediate and practical needs, or 
consumption-related problems. In 
supporting this classifi cation, the 
authors differentiate functional 
brand from symbolic brand and ex-
periential brand. 

This classifi cation seems to re-
fer to the different customer values 
that satisfy customers. A functional 
brand can be described as a brand 
that satisfi es functional customer 
value. 

So for a brand that has decided 
to be a functional brand, this deci-
sion will provide a corridor of what 

can be done and what should not be 
done for the brand. However, the 
decision on what exact functional 
values should be owned and empha-
sized by the brand follows the deci-
sion to be made on strategic impact 
of the brand, namely high brand 
equity. The latter decision relates to 
the reason of purchase for the tar-
get market. In certain markets, the 
functional customer value is some-
times very clear. An illustration of 
this can be seen in the car battery 
market. 

Here customers want to purchase 
a reliable car battery, namely one 
with a relatively long life. The longer 
the lifetime of the battery, the more 
a customer will be willing to pay, 
and vice versa. 

Similar reasoning applies for 
most microwaves, refrigerators, 
DVD players, radios, fax machines, 
rice cookers, car and motorcycle 
tires, pens, rulers, stationery, etc. 
Brands in these product categories 
are purchase mostly due to a single 
functional customer value provided 
by the brand. Comparison of the 

function of competing brands and 
price is mostly the main concern for 
consumers. 

In certain markets, there may be 
more than one functional customer 
value. This often leads to the creation 
of more than one market segment. An 
illustration of this can be seen in the 
soap market, for example, customers’ 
purchase of soaps can be  driven by 
two different reasons. 

First are the customers who pur-
chase soap because they want clean 
and healthy skin (health function), 
while other customers purchase soap 
because they want smooth and beau-
tiful skin (cosmetic function). This 
has resulted in two market segments 
in the soap market, namely the health 
and the cosmetic segments. 

Here marketers can select one 
market segment to serve, or se-
lect both market segments to serve 
through two different products. 
This pattern also exists for deter-
gent, shampoo and various consum-
er package products. 

So how do marketers win market 
share if they have functional brands 

fi ghting in the market? There are 
two strategies here: fi rst, focus on 
providing the best function, and 
second, focus on lower price for a 
similar level of function with com-
petitors. 

As customer value in marketing 
literature is defi ned as the differ-
ence between the benefi ts provided 
by consuming a brand and the sac-
rifi ces needed in obtaining and con-
suming a certain brand, it can be 
clearly seen that the fi rst strategy 
concentrates on the benefi t side so 
that the difference with the sacri-
fi ce side will be larger and result in 
higher customer value. 

The second strategy focuses on 
lowering the sacrifi ce side so that 
the difference with the benefi t side 
will be larger and result in a higher 
customer value. So even though the 
directions are different, the result is 
the same, namely a higher customer 
value. 

As to the illustration of the car 
battery market and the soap market 
in Indonesia. How do consumers 
choose between the Yuasa brand 

and GS brand for their car battery; 
or among Lifebuoy and Nuvo for 
their bath soap? 

If the consumer believes that 
Yuasa and GS, or Lifebuoy and Nuvo, 
have the same quality, or provide the 
same benefi ts, then price will drive 
them to choose which brand to pur-
chase. The lowest priced brand will 
be chosen as it will be perceived that 
this brand provides higher value. 
On the other hand, if the consumer 
sees Yuasa and GS, or Lifebuoy and 
Nuvo, as having different quality or 
benefi ts, consumers will choose the 
brand they perceive as having the 
highest difference between price 
and functional value. 

What if there is a difference in 
quality and price among competing 
brands? Here again the customer 
will choose the brand that offers the 
highest perceived customer value.

So to have a powerful functional 
brand, a functional brand with high 
brand equity, the marketer must 
make sure that the brand proposes 
higher customer value than its com-
petitors. The marketer has to contin-

uously monitor its value proposition 
in its target market, especially since 
price can easily be changed by com-
petitors, making the value offered 
by a certain brand also change. The 
introduction of new competitors, or 
new products from old competitors, 
can also change how the target mar-
ket sees the marketer’s brand value 
proposition. 

Of course, this leads to the con-
clusion that marketers should al-
ways monitor the changing dynam-
ics of the marketplace. In fact, after 
deciding on which market segment 
to serve and how to serve it, close 
monitoring of market dynamics and 
responding to these market changes 
can be said to be the essence of mar-
keting management. 

The writer is a lecturer on market-
ing management, brand manage-

ment and consumer behavior at the 
Master of Management Program and 

Management Graduate Program, 
Economics Faculty, University of 

Indonesia

BRAND COMPETITION

Choosing between function or price

RECOVERING FROM SERVICE FAILURE

Turning customer frustration into customer loyalty

Hengky Setiawan: 
The mobile recharge king
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Service failure isn’t necessarily a disaster for a company. If the service 
recovery – the actions taken in response to the failure – is handled well, then 
customer satisfaction, trust and loyalty can actually increase. In this article, 
Professor Stefan Michel explains this apparent paradox and how companies 
can avoid service recovery failure.
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