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Abstract

Though service failures are inevitable, service firms can win back their custom-
ers through effective service recovery. The effectiveness of service recovery is direct-
ly related to the bottom line of the service firm. Observations from various industries
have shown that customers who experienced service problems are usually not satisfied
with the way service providers address those problems. The problems that service
providers have encountered in the process of service recovery and service manage-
ment indicate the significance of conducting research on the effectiveness of service
recovery strategies.

Existent researches regarding customer complaint and service recovery have a-
chieved numerous findings, many of which provide a solid theoretical foundation for
the current study. However, existent researches have limitations, which is also worth
careful further reexamination. On the one hand, it is reasonable to argue that cus-
tomer behavioral intentions after service recovery are not only related to the satisfac-
tion judgement after recovery but also related to the attributes of service failure. Past
researches viewed initial service and service recovery as two independent incidents
and examined their influences on the overall customer satisfaction and customer be-
havioral intentions. The relationship between intial service satisfaction and service
recovery satisfaction is yel to be determined. On the other hand, inconsistent with
other models of customer satisfaction, researchers agree that customers initate justice
judgement to decide whether they are satisfied with a service recovery experience. It
is unknown whether a service failure will encourage a customer to initiate his justice
judgement process and further influence his satisfaction with service recovery. In ad-

dition, researches regarding the effectiveness of service recovery attributes have a-
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chieved inconsistent findings.

In short, service recovery does not happen in the absence of service failure. There-
fore, effective service recovery strategies shall take into consideration the attributes of
service failure. Owning to the effect of customer satisfaction on customer behavioral in-
tentions, it is logical to ask how service failure would interact with service recovery strat-
egies to influence customer satisfaction and post-complaint behavioral intentions.

This study examines the effect of service failure on the effectiveness of service
recovery strategies. The purpose of the study is to help us understand further the
mechanism that leads to customer satisfaction and favorable post-complaint behavioral
intentions in service encounters involving both service failure and service recovery.
In particular, the study will examine how service recovery attributes affect customer
satisfaction and post-complaint behavior, based on which, the study then looks fur-
ther into the effect of service failure on the mechanism.

A conceptual model regarding the effect of service failure on the effectiveness of
service recovery strategies was developed to examine the relationship between the
type of service failure, customer expectations towards service recovery, customer re-
actions lowards service recovery strategies, and subsequent customer behavior inten-
tions. Hypotheses were developed to understand the relationship between service fail-
ure and customer expectations towards service recovery, the effect of various service
recovery attributes, as well as the effect of the interaction between service failure and
service recovery attributes.

The experimental method was chosen to test the hypotheses. Two scenarios were
created for the experiment. A 3 x2 between subject design was employed with 3 lev-
els of compesation and 2 levels of apology. Statistical analysis were conducted and
discussed afterwards.

This study comprises of the following chapters.

Chapter one gives a brief introduction about the research. It introduces the re-
search in terms of its background, specific research questions, research purposes,
research methodology, research contents as well as the theoretical and managerial
contributions of the research.

Chapter two serves as the literature review, which summarizes existent resear-

10
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ches in the fields of customer complaint and service recovery. Comments are also
provided. Existent researches regarding customer complaint and service recovery
have achieved numerous findings, many of which provide a solid theoretical founda-
tion for the current study. However, existent researches have limitations, which also
worth careful further reexamination.

Chapter three provides a detailed discussion of the conceptual model, i. e.,
the model of the effectiveness of service recovery strategies under different service
failure scenarios. The model explains how service failure interacts with service recov-
ery altributes to affect customer satisfaction and customer post-complaint behavior.
The rationale to include various constructs into the model is also explained.

Chapter four is devoted to hypotheses. Based on the conceptual model devel-
oped in Chapter three, the author developed hypotheses regarding the relationship
between the type of service failure and customer expectations regarding service recov-
ery, the effect of service recovery attributes, as well as the effect of the interation be-
tween service failure and service recovery altributes.

Chapter five is used for theory testing. Consistent with the hypotheses, two sce-
narios of service failure were created. The results show that most of the hypotheses
were supported.

Chapter six concludes the research. Research findings were discussed and con-
clusions were drawn. Contributions were summarized and managerial implications
were provided.

This study draws on such theories as the disconfirmation paradigm, the justice
theory, as well as the attribution theory to provide an integrated perspective to the
development of theoretical models to understand customer satisfaction and post-com-
plaint behavior after service recovery. The findings could not only contribute to theo-
ry building in service marketing researches, but also provide service marketing prac-
titioners with insightful managerial implications.

Firstly, this study contributes to theory building in that it established a concep-
tual model of the effect of service failure on the effectiveness of service recovery strat-
egies, which explained both the mechanism of how service recovery strategies affect

customer satisfaction and post-complaint behavior and that of how service failure af-
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fects the effectiveness of service recovery strategies. This study also represents the
first effort in the study of service recovery to include customer judgement of justice of
service failure into the disconfirmation process of service recovery. By examining the
relatimlship bhetween service recovery expectations, service recovery strategies, cus-
tomer satisfaction and post-complaint behavior intentions, the study explains how
service recovery stralegies affect customer satisfaction and post-complaint behavior.
Employing the mainstream paradigm in CS/DS research, the justice theory and rele-
vanl research findings in service marketing, the author states that service recovery at-
tributes affect customer satisfaction both directly and indirectly through disconfirma-
tion mechanism, which further leads to changes in post-complaint behavior. In addi-
tion, by examining the relationship between service failure and customer expectations
towards service recovery, the study explains how service failure affects the effective-
ness of service recovery strategies. One of the most important parts of the disconfir-
mation paradigm is customer expectation towards service recovery. Service recovery
does not live in the absence of service failure. Therefore, customer expectation to-
wards service recovery is influenced by the service failure the customer has experi-
enced. The author argues that the justice perception that a customer holds regarding
the service failure influences his expectations towards the yet-to-come service recov-
ery, which in turn affects the effectiveness of service recovery attributes through the
disconfirmation mechanism. The first attempt to include customer judgement of jus-
tice of service failure into the disconfirmation process provides an insightful explana-
tion for the difference of service recovery effectiveness under various service failure
scenarios, which was also supported by empirical evidence in the study.

Secondly, employing the conceptual model, the study reached several research
findings. By examining how service failure and service recovery sirategies interact to
influence customer satisfaction and post-complaint behavior, the study explains the
effectiveness of service recovery strategies in various service failure scenarios. Re-
search results show that disconfirmation of customer expectation toward service recov-
ery is the key to explain the difference in service recovery effectiveness under various
service failure scenarios. Customer evaluation of the service failure scenario affects

his/her expectation towards service recovery, which in turn leads to various levels of
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disconfirmation and thus impacts the effectiveness of service recovery strategy provid-
ed by the service firm. Research results also show that compensation has a significant
effect on various post-complaint behaviors. Compared to no compensation, both full
compensation and over compensation significantly increase repatronage intention and
positive WOM intention as well as decrease negative WOM intention, third-party
complaint intention and exit intention. However, no significant difference was found
between customer who received full compensation and those who received over com-
pensation, indicating a nonlinear effect of compensation as a service recovery attrib-
ute. With the rise of compensation level, its effect on customer post-complaint be-
havioral intentions decreases. In addition, research results are also evident of the
theory that apology be an indispensible part of an effective recovery strategy. On the
one hand, the study shows that offering apology can significantly increase recovery
disconfirmation and customer satisfaction towards the service recovery and the overall
service. The study also finds a significant main effect of apology on customer behav-
ior intentions. Both findings indicate that offering apology is an effective recovery at-
tribute. On the other hand, across different service failure settings, customers hold
same levels of expectation regarding whether or not the service provider shall apolo-
gize. Therefore, the absence of apology will lead to negative disconfirmation of cus-
tomer expectation, which will in turn result in a low level of satisfaction and unfavor-
able post-complaint behaviors.

Thirdly, research findings from the study help explain how service failure and
service recovery attributes interact to affect customer satisfaction and customer post-
complaint behavior. Such findings are beneficial 1o managers in that they provide
practical implications for designing effective service recovery strategies. The study
specified the service recovery strategies under various service failure scenarios, the
ways to improve the effectiveness of service recovery strategies, as well as the service
recovery strategies that help to reduce third-party complaint. The study further

stressed the significance of a successful initial service delivery.

KEY WORDS Service recovery; Service failure; Customer complaint; Cus-

tomer satisfaction; Disconfirmation
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