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Abstract

Although recovery activities are primarily managed by the operations function, service recovery has received little
attention in the operations management literature. This paper outlines a framework for examining the service recovery
process and then reports on an empirical study to test this framework. The results not only validate much of what is
anecdotally claimed by researchers and casual observers of service industries, but also highlight the role of operational
activities in service recovery. The paper then points to the need for an array of operations-based research efforts that will
lead to better understanding of the recovery process and to more empirically based descriptive and prescriptive models.
q 2000 Elsevier Science B.V. All rights reserved.
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1. Introduction

Repeat customers are a vital asset of service
companies. The most effective way to ensure repeat
customers is to provide a product or service that
meets or exceeds the customer’s expectations every
time. Unfortunately, when delivering a service, this
task is formidable and, at times, impossible. Al-
though service failure has the potential for destroy-
ing loyalty, effective application of recovery tech-
niques may enable service managers to maintain or
even increase loyalty.
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This paper provides a framework for managers to
understand the service recovery situation from an
operations perspective as well as a starting point for
researchers in operations management to identify
issues for further study. In the sections that follow,
we establish the context in which service recovery is
important to the operations manager and organiza-
tional success. We then identify the elements of and
issues associated with developing a service recovery
capability and combine these elements into a frame-
work for understanding what is required of an orga-
nization in responding to service failures. We then
discuss an empirical study of concepts highlighted in
the framework. Finally, we discuss the implications
of service recovery for management and offer an
outline of how related research efforts in the area of
service operations might proceed.
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2. The need for service recovery

Service recovery involves those actions designed
to resolve problems, alter negative attitudes of dissat-
isfied consumers and to ultimately retain these cus-
tomers. Service providers should make every effort
to provide the customer with a positive experience
the first time. However, in an environment where
factors such as varying customer expectations and
high levels of human involvement complicate the
service delivery process, mistakes are inevitable. It is
a service failure that provides the opportunity to
recover from the mistake and a second chance to
provide a positive service experience.

Although customers may often be convinced to
remain loyal via psychological approaches, it is the
combination of tangible and psychological actions
that may ensure recovery from failure. Both service
failure and success at recovery are very much the
results of operational activities of the organization.
Service failures typically result from fail points in
the service delivery process and recovery efforts

require employee intervention and specific activities
Žto accommodate and retain the customer Shostack,

.1984 .

3. A service recovery framework

Unlike the literature in operations management,
the services marketing and management literatures
are rich in studies that identify the key elements
associated with recovery. As described below, these

Ž .elements include: 1 outcome measures related to
Ž .customer satisfaction and retention; 2 antecedents
Ž .to successfulrunsuccessful recovery; 3 the phases

Ž . Ž .of recovery; 4 types of recovery activities; and 5
the delivery of service recovery. These elements are
illustrated in Fig. 1.

3.1. SerÕice recoÕery outcomes

Success in services is typically measured via out-
come measures such as customer satisfaction, loyalty

Fig. 1. A service recovery framework.
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Ž .and retention shown on the right side of Fig. 1 .
Satisfaction is the most commonly measured out-
come and is important in both the short and long
term, but loyalty and retention are the long-term
goals of most service managers.

Two studies explore the relationship between ser-
vice failure and loyalty. First, a study conducted by

Ž .Clark et al. 1992 illustrated that of the customers
who received poor service in various industries and
whose complaints were not responded to by the
company, 52% intended to switch to a substitute
service. The second study, conducted by the US

Ž .Office of Consumer Affairs 1986 , indicated that
only 19% would remain loyal to the company if they
were not happy with the service failure resolution.

3.2. SerÕice recoÕery antecedents

A number of factors that are in place prior to
service recovery efforts can have an impact on the
customer’s relative attitude and likelihood of repeat

Žpatronage. These antecedents shown on the left of
.Fig. 1 lead to service recovery expectations. The

service provider may be able to tailor recovery ef-
forts to account for these factors when a failure
occurs. From an operations planning perspective,
understanding the antecedents may help to determine
where to failsafe the service delivery system and
how to design the service recovery process.

3.2.1. Customer commitmentr loyalty
Ž .Kelley and Davis 1994 demonstrated that the

degree of customer organizational commitment con-
tributes to recovery expectations. It may seem that
higher expectations may make it more difficult to
recover from a failure, but customers with no expec-
tations of recovery may just leave and never return,
while loyal customers may give the business an
opportunity to recover.

3.2.2. SerÕice quality
Ž .According to Kelley and Davis 1994 and Hal-

Ž .stead et al. 1993 , the higher the perceived service
quality, the higher the service recovery expectations.
Like loyal customers above, customers may allow
businesses with a higher perceived quality, more
opportunity to recover.

3.2.3. Failure seÕerity
The severity of the failure may increase the ser-

Žvice recovery expectations Bitner et al., 1990; Hoff-
.man et al., 1995 . The cost required to compensate

for and mollify customers may vary tremendously
for differing failures.

3.2.4. SerÕice guarantee
Customers expect a company to live up to an

expressed guarantee stating the procedures which
Žwill be followed if a specific failure occurs Hart,

.1988; Halstead et al., 1993 . The presence of a
guarantee may also raise recovery expectations.

3.3. SerÕice recoÕery phases

Ž .According to Schweikhart et al. 1993 , service
recovery efforts take place at three junctures; preven-
tively or before the service failure occurs, concur-
rently or just as the service failure occurs and post
hoc or some time after dissatisfaction is expressed.
In Fig. 1, we have modified the phases in order to
anchor the recovery phases to times observable by
the service provider.

3.3.1. Pre-recoÕery phase
The pre-recovery phase begins with the service

failure and lasts until the provider becomes aware of
the failure, a period which may last a very short time
Ž . Ž .seconds or a fairly long time weeks or months .
The customer formulates expectations for service
recovery during this phase.

3.3.2. Immediate recoÕery phase
The immediate recovery phase begins when the

provider becomes aware of a failure and concludes
when fair restitution has been made to the customer.
Ideally, this phase begins as soon as possible after

Ž .the service failure Hart et al., 1990 and concludes
as soon as possible after that. Some studies report a
significant decline in loyalty and satisfaction as a

Žresult of slow response to customer complaints e.g.,
.Schweikhart et al., 1993; Spreng et al., 1995 . Ef-

forts during this phase should focus on providing
prompt, fair restitution to the customer.

3.3.3. Follow-up recoÕery phase
The follow-up recovery phase begins after the

customer has received fair restitution. Follow-up re-
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covery may or may not be necessary depending upon
the success of the immediate recovery efforts as well
as antecedent factors such as the severity of the
failure.

3.4. Types of serÕice recoÕery actiÕities

The recovery activities undertaken during the im-
mediate and follow-up recovery phases take two

Žforms: psychological and tangible Schweikhart et
.al., 1993 .

3.4.1. Psychological
Psychological recovery efforts make a direct at-

tempt to ameliorate the situation by showing concern
for the customer’s needs. Two psychological tech-
niques are recommended in every instance of service

Žrecovery: empathizing and apologizing Bell and
.Ridge, 1992; Zemke, 1994 . Simple and inexpensive,

the two can be a powerful remedy when used to-
gether. Anecdotal evidence also suggests that these
approaches may increase the negative experience if
used inappropriately; a non-empathetic ‘‘I’m sorry’’
may be worse than no apology at all.

3.4.2. Tangible
Tangible recovery efforts offer compensation for

Žreal and perceived damages Bell and Ridge, 1992;
.Zemke, 1994 . The primary intent is to provide fair

restitution for the costs and inconveniences caused
by the service failure. A secondary intent may be to

Žprovide value-added atonement see, e.g., Bell and
Ridge, 1992; Clark et al., 1992; Zemke, 1994; Hoff-

.man et al., 1995 where the customer is given more
than the fair remedy to atone for a bad experience. A

Ž .study by Clark et al. 1992 found that 91% of
subjects who received a ‘‘little extra’’ after a service
failure intended to stay loyal to the company.

3.5. The deliÕery of serÕice recoÕery

3.5.1. Front-line empowerment
If service employees have the knowledge and

power to compensate a dissatisfied customer for a
service failure, it is more likely that a dissatisfied

Žcustomer will become satisfied and retained Bowen
.and Lawler, 1992, 1995 .

3.5.2. Speed of recoÕery
Ž .Hart et al. 1990 state that a service failure is

more likely to reach a successful resolution if the
problem is solved promptly. They assert that the
ideal is to identify and to solve the problem before
the customer becomes aware of it.

4. An empirical study of service recovery relation-
ships

Fig. 1 presents a framework that can be used to
recognize and propose relationships among the key
variables in the service recovery process. In this
section, we describe a study of service failures to
validate anecdotal claims within the context of our
framework.

4.1. Research hypotheses

Ž .To test our proposed framework Fig. 1 and to
gain better understanding of the elements of service
recovery, we conducted a study of service failure
incidents. Four hundred and forty-eight incidents
were analyzed to test the following hypotheses:

H . Successfully resolved failures are related to re-1

covery outcome measures as follows:

Ž .a positively to loyalty
Ž .b positively to satisfaction with the recovery
process and outcome
Ž .c positively to retention

H . Successfully resolved service failures are related2

to recovery antecedents as follows:

Ž . Ža negatively to severity costliness, timeliness,
.inconvenience of the problem

Ž .b positively to pre-failure loyalty
Ž .c positively to a service guarantee
Ž .d positively to perceived service quality

H . Successful service recovery is related to the3

types of recovery activities as follows:

Ž .a positively to tangible recovery activities
Ž .b positively to psychological recovery activities
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H . Successful service recovery is related to the4

recovery phases as follows:

Ž .a negatively to the length of the pre-recovery
phase
Ž .b negatively to the length of the immediate-re-
covery phase
Ž .c positively to the presence of follow-up recov-
ery activities

H . Successful service recovery is related to service5

delivery factors as follows:

Ž .a positively to the first person contacted attempt-
ing to solve the problem
Ž .b positively to the first person contacted having
the authority to solve the problem
Ž .c differentially to how the company found out
about the problem

4.2. Methodology

The study employed an adaptation of the critical
Ž .incident technique CIT , an approach pioneered by

Ž .Flanagan 1954 that has been widely used in various
fields. The CIT is a flexible set of procedures de-
signed to collect observations on behavior during
actual situations and classify these behaviors in such
a way as to give insight into how practical problems
can be addressed. Recent applications of CIT that
relate to satisfaction and dissatisfaction with service

Ž .encounters include Bitner et al. 1990,1994 , John-
Ž . Ž .ston 1995 , Hoffman et al. 1995 , and Youngdahl

Ž .and Kellogg 1997 . An excellent summary of the
weaknesses of this approach is described in Johnston
Ž .1995 and will be discussed later in the context of
this study.

A preliminary survey instrument was developed
and tested on 48 upper-level undergraduate and grad-
uate business students at two universities in the
southeastern United States. The students were en-
rolled in operations management classes and had
been exposed to the concepts of service failure and
recovery. The survey instrument consisted of 12
open-ended questions where the respondents were

asked to describe their experiences with specific
service failure incidents. The questions were de-
signed to gather information related to the service
failure, the company’s response and the key elements
presented in Fig. 1. Each respondent was asked to

Ž .identify two experiences critical incidents : one in
which the problem was successfully resolved and the
second for which the problem was not successfully
resolved.

Two results that emerged from the preliminary
survey led us from an open-ended instrument to a
structured questionnaire which allowed us to gather a
larger breadth of information from each respondent.
First, the consistency of responses in the 96 incidents
Ž .two from each of the 48 respondents was high
among many issues relating to the incidents identi-
fied and the approaches taken to recover from fail-
ure. Second, respondents tended to focus on some
issues and make little reference to others that seemed
to affect their impressions of the situation and com-
pany.

Using the responses provided to the general ques-
tions on the initial survey, a refined survey was then
developed and administered to 235 more graduate
and upper-level undergraduate students at the two
universities. Using a combination of open-ended and
multiple-choice questions, each respondent again de-
scribed two incidents, one in which a problem with a
service business was resolved successfully and the
other in which a problem with a service business was
not resolved successfully. Respondents described the
company, their relationship to the company before
and after the failure, the service failure and the

Ž .recovery process or attempt . See Appendix A for a
detailed listing of the final survey questions.

4.3. Results

Incomplete and inconsistent responses were
deleted from the sample. A response was considered

Žto be inconsistent if the answer to question 23 the
.company solved the problem to your satisfaction did

not correspond to the reporting of the incident as
‘‘resolved successfully’’ or ‘‘not resolved success-
fully.’’ A total of 448 responses remained, with

Ž .slightly more than half of these 229 involving
situations where the problem was deemed to be
solved successfully. As can be seen in Table 1, the
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Table 1
Company types described in surveys

Type Frequency

ArC installation 2
AAA 2
Airline 17
Auto dealer 21
Auto repair 50
Bank 22
Boat rental 2
Cable TV 4
Computer mfgrservice 4
Delivery 8
Department store 6
Doctor 4
Dry cleaner 9
Electronics retail 21
Entertainment 4
Exterminator 2
Florist 2
Grocery 2
Hair salon 5
Home repair 7
Hotel 7
Insurance 3
Law firm 2
Mail order 23
Medical 7
Internet provider 3
Real estaterrental 7
Restaurant 94
Retail 47
Telephone 20
Travel agency 3
University 4
Miscellaneous at 1 response each 34
Total 448

respondents described a wide variety of service com-
panies. The most frequently described company types

Ž .were restaurants ns94 followed by auto repair
Ž . Žns50 and retail stores other than electronics ns
.47 . Thirty-four types of companies were described

by only one respondent each.

4.3.1. Importance of serÕice recoÕery
Hypothesis 1 states that successfully resolved ser-

vice failures are positively related to retention, satis-
faction and loyalty. This hypothesis is supported by
the results in Table 2 which compares the results

Ž . Ž .from Part A resolved and Part B unresolved of

the surveys. For this analysis, we used the measures
of retention, satisfaction and loyalty described in the
table footnote. The table indicates large differences
among situations where the problem was solved and
not solved. Notably, in 90% of the incidents from

Ž .Part A of the survey problems solved , respondents
intended to return for further service. This rate
dropped to 22% in the incidents from Part B. The
table shows even greater satisfaction differences. The
results are even more striking when comparing those
who were satisfied or dissatisfied with both the
process and the outcome. Of the 179 respondents
who were satisfied with both the process and out-
come, all but nine indicated that they would return as
a customer. Of the 177 respondents who were dissat-
isfied with both the process and outcome, only 34
respondents indicated a willingness to return.

Because the correlations among the four outcome
Žvariables retention, satisfaction with process and

. Žoutcome, loyalty and resolution are quite high be-
.tween rs0.68 and 0.86 we report only results for

resolution for Hypotheses 2, Hypotheses 3, Hypothe-
ses 4 Hypotheses 5.

4.3.2. Effects of the antecedents of serÕice recoÕery
Hypotheses 2 states that successfully resolved

service failures are negatively related to the severity
of the problem and positively related to pre-failure
loyalty, perceived service quality and the presence of
a service guarantee. Table 3 compares the results
from Part A and Part B of the surveys for the
severity and pre-failure loyalty variables.

The results in Table 3 support our hypothesis that
serious problems are less likely to be resolved. Our
sample seemed much more sensitive to actual sever-
ity than to potential severity. Note that when the

Ž .problem was resolved, few respondents 18r229
felt that the problem was actually costly, implying
that fair financial restitution had been made in al-
most all cases.

Table 3 also supports our hypothesis that loyal
customers are more likely to have their problems
resolved. Most notably, if respondents considered
themselves loyal before the failure, there was a 61%
probability that the problem was solved successfully,
vs. 39% for non-loyal customers. Furthermore, of
those who had their problems solved successfully,
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Table 2
The importance of service recovery

Problem Problem not Total
Ž . Ž . Ž .solved ns229 solved ns219 ns448

UUaCustomer retained 206 48 254
UUbCustomer satisfied with the recovery process 188 4 192
UUcCustomer satisfied with the recovery outcome 206 9 215
UUdCustomer loyal after failure and recovery 149 13 162

aResponded 1, 2 or 3 to Q27.
bResponded SA or A to Q33.
c Responded SA or A to Q34.
dResponded SA or A to Q35.
U Ž .p-0.05 for test of difference in proportions within a row e.g., 206r229 compared to 48r219 .
UU

p-0.01 for test of difference in proportions within a row.

78% expressed loyalty after the recovery process that
was the same or greater than the loyalty expressed
before the recovery process compared to only 15%
with unsuccessful resolutions. Although our results

show loyalty increases for only a small number of
customers with successfully resolved problems, the
majority of our sample reported only that their loy-
alty did not decrease.

Table 3
The antecedents of service recovery expectations

Problem Problem not Total
Ž . Ž . Ž .solved ns229 solved ns219 as448

SeÕerity
aThe problem could have been serious 104 123 227

bThe problem could have been costly 122 143 265
UUcThe problem actually was costly 18 95 113

dThe problem could have been time-consuming 119 133 252
UUeThe problem actually was time-consuming 88 150 238

fThe problem could have been inconvenient 185 190 375
UUgThe problem actually was inconvenient 104 193 297

Ž .The correlations among the seven severity variables ranged from 0.26 to 0.54 all p-0.0001 .

Loyalty
UhCompany used more than four times prior to failure 130 96 226
UiCompany used longer than 1 week prior to failure 190 157 347
UUkCustomer loyal prior to failure 157 102 259

Ž .The correlations among the four loyalty variables ranged from 0.26 to 0.71 all p-0.0001 .

aResponded SA or A to Q8a.
bResponded SA or A to Q9a.
c Responded SA or A to Q29a.
dResponded SA or A to Q10a.
eResponded SA or A to Q30a.
f Responded SA or A to Q11a.
g Responded SA or A to Q31a.
hResponded 5 or more to Q2.
iResponded 3,4, or 5 to Q3.
k Responded SA or A to Q4.
U Ž .p-0.05 for test of difference in proportions within a row e.g., 104r229 compared to 123r219 .
UU

p-0.01 for test of difference in proportions within a row.
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Table 4
Reasons for patronage

Problem Problem not Total
Ž . Ž . Ž .solved ns229 solved ns219 ns448

UUReputation 50 28 78
UPersonal experience with the company 50 33 83

Recommendation of friendrfamily member 31 34 65
AdvertisementrSale 30 36 66
Convenience 42 44 86

UUNo other choices available 6 22 28
Other 20 22 42

U Ž .p-0.05 for test of difference in proportions within a row e.g., 50r229 compared to 28r219 .
)) p-0.01 for test of difference in proportions within a row.

Perceived quality was operationalized based on
the response to Question 5, ‘‘What made you decide
to use this company vs. another?’’ We classified the
service as ‘‘high perceived quality’’ if the respon-
dent answered reputation, recommendation from a

Ž .friend or family member see Boulding et al., 1993 ,
Žor personal experience with the company see Rust

.and Zahorik, 1993 and low perceived quality if the
respondents answered advertisementrsale, conve-
nience or ‘‘no other choices available’’. Table 4
supports our hypothesis in that successful resolution
is more likely if the company had been chosen based

Ž .on reputation or personal experience p-0.05 . The
opposite was true when there were no other choices

Ž .available p-0.01 . Not unexpectedly, our results
indicate high repeat patronage intentions for those
who patronized a business because there were no
other choices available.

In 80% of our sample, the respondent was un-
aware of the existence of explicit service warranties
or guarantees. We did find that when the customer
was aware of a service guarantee, the problem was
resolved 64% of the time, supporting our hypothesis
Ž .p-0.05 . To adequately test the effects of this
antecedent it may be necessary to collect data within
industries where warranties are common. See, for

Ž .example, Halstead et al. 1993 for a study on the
effects of product warranties in the carpet industry.

4.3.3. Types of serÕice recoÕery actiÕities
Hypothesis 3 states that successfully resolved ser-

vice failures are positively related to both tangible
and psychological recovery activities. Since more
than 90% of the situations involved no follow-up
recovery, we focused our analysis on the immediate

Table 5
Psychological and tangible service recovery activities

Ž .Problem Problem not ns448
Ž . Ž . Ž .solved ns229 solved ns219 ns448

UUNo recovery activities 6 139 145
UUaApology without a fair fix 7 66 73

UUbFair fix without an apology 24 8 32
Ub,cFair fix and value added without an apology 4 0 4
UUApology and fair fix 89 4 93
UUa,b,cApology, fair fix and value added 98 0 98

aResponded SA or A to Q14.
bResponded SA or A to Q24.
c Responded SA or A to Q25.
U Ž .p-0.05 for test of difference in proportions within a row e.g., 6r229 compared to 139r219 .
UU

p-0.01 for test of difference in proportions within a row.
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recovery phase in Fig. 1. Our results shown in Table
Ž .5 support a in Hypothesis 3 that tangible recovery

activities are related to successful recovery. Our
Ž .results do not support b in Hypothesis 3 that psy-

chological recovery activities are related to success-
ful recovery. We found that an apology without a
fair fix is ineffective, although an apology added to a
fair fix increases the effectiveness of the fair fix.

4.3.4. SerÕice recoÕery phases
Hypothesis 4 predicts that successfully resolved

service failures are negatively related to the length of
the pre-recovery and immediate recovery phases.
The results shown in Table 6 support our hypothesis
about the length of the immediate recovery phase,
but not about the pre-recovery phase. We found no
significant difference in resolution based on when

the company became aware of the failure. We did,
though, find significant differences in resolution suc-
cess based on how quickly the recovery process was
started after discovering the problem and how quickly
the process was completed. Hypothesis 4 also pre-
dicts that successfully resolved service failures are
positively related to the presence of follow-up recov-
ery activities. Although less than 10% of our sample
involved follow-up recovery, we did find that 78%
of the problems where there was follow-up recovery
were successfully resolved.

4.3.5. SerÕice deliÕery issues
Hypothesis 5 states that successfully resolved ser-

vice failures are positively related to the first person
contacted attempting and having the authority to
solve the problem. The results in Table 6 support this

Table 6
Delivery issues in service recovery

Problem Problem not Total
Ž . Ž . Ž .solved ns229 not solved ns219 ns448

Timing issues
aProblem discovered within a day 140 127 267

UUbSolution process starts within a day of finding out 172 84 256
UUcSolution process is completed within a day 127 62 189

Personnel issues
dFirst contact with:

manager 50 49 99
owner 13 20 33
customer service 61 45 106
someone else 103 103 206

UUeFirst person attempted to solve problem 207 99 306
UfFirst contact had authority to solve problem 178 138 316
UgFirst person was also last person dealt with 140 108 248

gFirst person was not last person dealt with 89 108 197

hHow the company discoÕered the problem
UUCompany found the problem before the customer 25 5 30

Customer told company in writing 16 16 32
Customer told company in person 111 131 242
Customer told company by phone 66 60 126

aQ13.
bQ16.
cQ21.
dQ17.
eQ18.
fQ19.
g Q20.
hQ12.
U Ž .p-0.05 for test of difference in proportions within a row e.g., 140r229 compared to 127r219 .
UU

p-0.01 for test of difference in proportions within a row.
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hypothesis. Our respondents indicated that a variety
of employees were first contacts when discussing a
service failure. Whereas one might expect managers,
owners and customer service representatives to be
skilled in handling customer complaints, 45% of the
complaints were directed at others in the company
such as agents, clerks, employees, operators, sales-
people, technicians, waiters and waitresses. Surpris-
ingly, we found no significant difference in resolu-
tion as a function of whether the person contacted
was a managerrcustomer service representative or
one of the other types listed. We did find a signifi-
cant benefit if the first person contacted tried to
resolve the issue. We also found a significant benefit
if this person had authority to solve the problem.
This provides support for empowering the front-line
employees so that they are able to solve problems.

In regard to ‘‘how’’ the company found out that
there was a problem, the vast majority of cases
Ž .400r430 were reported by the customer. We found
no significant differences based on how the customer
informed the company of the problem. On the other

Ž .hand, in most cases 25r30 where the company
discovered the problem before the customer, the
problem was resolved. Although the sample size for
customers responding to a solicitation by the com-
pany were very small and spread over a number of
the subcategories, retention was 100% if the problem
was solved.

4.3.6. Discriminant analysis
To determine which of the above factors had the

largest effect in determining problem resolution, a
stepwise discriminant analysis was conducted using
the nine significant variables from Tables 3–6
Žseverity, loyalty, quality, restitution, value-added,
apology, pre-recovery time, immediate recovery time,

.1st attempt to help, 1st authority to help . Because of
high correlations among the severity and pre-failure
loyalty variables, composite scales were made by
summing the three actual severity measures and the
three loyalty measures. The first variable to enter the
discriminant analysis was a fair solution to the prob-

Ž 2 .lem partial r s0.72 . The next variables to enter
Ž 2 .were value added partial r s0.033 , followed by

Ž 2 .an apology partial r s0.017 and finally by pre-
Ž 2 .failure loyalty partial r s0.018 . No other vari-

Ž .ables were significant as0.05 .

5. Discussion and implications

The results presented in Section 4 appear to pro-
vide support for many of the generally accepted
principles of service recovery management. In short,
two general lessons are apparent from our empirical

Ž .analysis: 1 successful and unsuccessful service re-
coveries are characterized by very different customer
outcome measures, mixes of psychological and tan-
gible recovery efforts and attention to operational

Ž .details; and 2 the factors that seem to matter the
Ž .most fair restitution and value-added are very much

operational in nature. Furthermore, as discussed be-
low, the implications of the specific results and of
these general conclusions are of value in validating
past claims and in identifying issues for research in
operations management.

5.1. Limitations

The principal caveat that needs to be noted is that
university students were used for this study. Al-
though these respondents do indeed represent impor-
tant customer segments, care must be taken in the
interpretation of some results. For example, respon-
dents to our survey clearly indicated a slightly greater
sensitivity to financial losses than to losses measured
in terms of time or inconvenience which could be an
artifact of the specific sample. On the other hand, the
use of students is certainly appropriate in a study
such as the one presented here. The students in the
sample were the actual customers. Furthermore, al-
though the results may not be entirely generalizable,
the behaviors and experiences of students and other
types of customers are likely to be more similar than

Ždifferent in these types of incidents see the argu-
.ments of Greenberg, 1987; Gordon et al., 1987 . Any

other specific sample drawn to study service recov-
Žery situations whether by industry or by customer

.segment would also have drawbacks in terms of
generalization.

A second potential limitation relates to the use of
Ž .the CIT itself. As Johnston 1995 noted in his study,

some of the incidents may have taken place some
time ago, with respondents’ perceptions modified or
reinterpreted in light of more recent events. We
attempted to minimize this by asking for recent
incidents. A more serious concern relates to the fact
that respondents in studies such as this are likely to
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report on the most extreme cases and not on those
incidents that are close to being, or are within, the
‘‘zone of tolerance.’’

A third limitation is that with the statistical meth-
ods we employed, we are unable to determine causal-
ity. In the future, longitudinal studies may be needed
to assess causality.

5.2. Validation of anecdotal claims

Our results provide support for a number of the
tenants of effective service recovery management set
forth in anecdotal studies. They also provide some
insight into how some of the specific aspects of our
framework need to be detailed. In support of the
anecdotal evidence regarding effective service recov-
ery, this study supports the following claims.

Ž .1 Successful recoÕery matters to customers. A
higher percentage of customers return if recovery
efforts are successful, and this is true even when
failures are judged to be severe, when customers are
not particularly loyal beforehand and whether or not
the situation involves a ‘‘high-’’ or ‘‘low-quality’’
service.

Ž .2 In terms of antecedents, serious problems may
warrant specific attention. Anecdotal evidence sug-
gests that serious failures require more drastic repa-
ration. The implication for managers would appear to
be ‘‘do it right the first time’’ or, at least, to avoid
the most grievous failures.

Ž .3 The specific remedies for serÕice failures are
multidimensional. Consistent with anecdotal evi-
dence, our study supports the contention that an
apology alone is ineffective, but increases the effec-
tiveness of tangible recovery activities. It is also
significant that value-added atonement beyond fair
restitution adds to the positive effect of the restitu-
tion alone.

Ž .4 Rapid response to serÕice failure is a key part
of maintaining loyalty and assuring repeat patron-
age. More customers appear to be retained when the
solution process starts soon after failure discovery
and is completed quickly.

Several other results of the critical incident study
were less in line with anecdotal evidence and are
worthy of further investigation.

Ž .1 Serious failures are less likely to be repaired.
This highlights a key choice for service managers. It

may be possible that it will not be beneficial to fully
resolve some severe failures.

Ž .2 The key to serÕice recoÕery may be in fair
restitution. This conjecture is supported by the re-
sults of our discriminant analysis and may seem
obvious to the casual observer, but since most of the
literature focuses on the psychological aspects of
recovery, this possibility is almost overlooked. Our
results suggest that both the recovery process and
outcome are important, but the relative value of the
process itself is still debatable.

Ž .3 Successful serÕice recoÕery may not hinge on
when the proÕider becomes aware of the failure.
This is fortunate for managers since awareness is
generally a function of the customer and not of the
company.

Ž .4 Managers and customer serÕice representa-
tiÕes do not appear to be more effectiÕe at solÕing

(serÕice failure problems than other possibly empow-
)ered employees. Table 6 shows that there were no

significant differences in problem resolution based
on whether an owner, manager, customer service
representative or someone else was contacted.

5.3. Implications for research

Studies in the marketing literature point to a
number of research opportunities for academicians
interested in service recovery. The current study
directly and indirectly points to a number of these,
with particular attention needed to gain a better
understanding of the service recovery process and to
the operational perspectives of Fig. 1. Specifically,
these observations are as follows.

Ž .1 Service recovery is a process in all organiza-
tions and a core process in many. As such, a detailed
understanding of this process is warranted. Other
descriptive studies are needed to show how service
providers plan for common and uncommon mistakes.

Ž .It seems intuitive Pareto’s law that a small number
of service failure types will regularly appear within
an organization and that most companies have stan-
dard plans of action that can be employed when
these failures surface. Research is needed to learn
how uncommon failures are handled and whether
different approaches may be warranted. More de-
tailed experimental designs are needed to test for the
relationships among the variables identified here and
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in other studies. Path analytic studies will be an
important next step. See, for example, the study by

Ž .Collier 1991 in the context of service quality.
Ž .2 Although it is clear that effective service

recovery is closely related to repeat patronage and
customer loyalty, the extent to which these can be
maintained and even increased by applying different
techniques has not been systematically researched.

Ž .3 Researchers need to evaluate the mix of psy-
chological and tangible components of service recov-
ery and their relative impacts upon key outcome
variables. According to studies conducted by Hart et

Ž .al. 1990 , more than 50% of service recovery at-
tempts actually reinforced the negative experience. If
this statistics is valid, it is apparent that managers
who wish to implement recovery techniques should
do so only when they have an understanding of the
service failure situation, the techniques at their dis-
posal and the impacts that the techniques may have
on the situation and their company.

Ž .4 In conjunction with observation a3, prescrip-
tive approaches for applying both the tangible and
psychological remedies to service failures are needed.
This is a key area where researchers in operations
management can have an impact, both from a theo-
retical and practical standpoint. The timing, sequence
and cost effectiveness of service recovery techniques
are essential components of the process that are not
well understood.

Ž .5 Delivery speed is a strategic priority that is
emphasized by researchers in operations manage-
ment. Speed would also appear to be a key variable
to be examined in effective service recovery. Studies

Ž . Ž .by Hart et al. 1990 and Schweikhart et al. 1993
have only touched the surface in this area.

Ž .6 Researchers also need to add to our under-
standing of the effectiveness of proactive service
recovery. Although this could entail many dimen-
sions of management, the key components of the

Ž .proactive approach involve a the use of customer
Ž .criticism, b the empowerment of employees, and

Ž .c the provision of information to customers.
Ž .a Criticism can be a valuable tool for finding

service gaps and improving the service system
Ž .Abrams and Paese, 1993 . Unfortunately, since cus-
tomers who complain are in the minority, many
advocate that service organizations need to actively

Ž .seek criticism Spreng et al., 1995 , although a re-

Ž .cent study by Sampson 1996 found that active
solicitation of complaints resulted in lower ratings of
the service.

Ž .b Empowerment is understudied in the opera-
tions literature. A key principle of total quality man-
agement is that employees who are closest to the
customer are in a better position than management to
detect service failure. It follows, then, that these
‘‘front line’’ employees should be trained to both

Ždiscover and handle service failures Bowen and
Lawler, 1992; Bowen and Lawler, 1995; Spreng et

.al., 1995 . In the case of service failure, employees
need to be given the power to ‘‘fix’’ the problem
Ž .Hart et al., 1990; Schweikhart et al., 1993 . Sorely
missing in the literature is a detailed assessment of
appropriate empowerment strategies and tactics.

Ž .c A third aspect of proactive recovery that needs
to be addressed is providing information to cus-
tomers. Since customers will likely discover the
problem, employees should not attempt to hide ac-
tual or probable service failures. In fact, the ideal
situation is discovering and solving the problem
before the customer is even aware that there is one
Ž .Hart et al., 1990 .

Although we are confident that the service recov-
ery framework presented here is useful, future re-
search will require the development and validation of
the constructs in Fig. 1. Instruments are available in
the marketing literature to measure loyalty and per-
ceived service quality, but others will need to be
developed to measure the remaining factors repre-
sented in the framework. Furthermore, future studies
will need to be directed at prescription and to em-
ploy experimental designs that will permit rigorous
testing of specific hypotheses that can be derived
from these and other findings.

Appendix A. Survey

ŽThis is a survey about service recovery things
companies should do when they make a mistake in

.the service delivery process . Think of two recent
Žincidents in which service companies or the service

.side of non-service companies failed to deliver what
you expected. In Part A, describe a problem where a
company solved the problem to your satisfaction. In
Part B, describe a problem where the company knew
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about andror attempted to solve, but did not solve
the problem to your satisfaction.

Ž1. Describe the company that was involved name,
.type of business, size of organization .

2. How many times had you used the company
prior to the service failure. 0, 1, 2–4, 5–10,
11–19, 20 or more

3. How long had you been using the company’s
services when the failure occurred? the first
time, days, weeks, months, years

4. Prior to the service failure, you would have
classified yourself as a loyal customer. 5 point
scale: strongly agree to strongly disagree

5. What made you decide to use this company vs.
Ž .another? Choose one factor only reputation,

personal experience with the company, adÕer-
tisementrsale, conÕenience, recommendation of
friendr family member, no other choices aÕail-
able, other

6. Describe the service failure.
7. To the best of your knowledge did the company

have a stated guarantee related to this type of
problem?
Ž .8. a How serious could the failure have been if no
resolution had been attempted? 5 point scale:

Ž .Õery serious to of no consequence; b What is
the worst thing that could have happened?
Ž .9. a The service failure could have cost me much
money if no resolution had been attempted. 5
point scale: strongly agree to strongly disagree;
Ž .b Estimate and describe the money that the
failure could have cost.
Ž .10. a The service failure could have caused me
much lost time if no resolution had been at-
tempted. 5-point scale: strongly agree to strongly

Ž .disagree; b Estimate and describe the lost time
that the failure could have caused.
Ž .11. a The service failure could have caused me
much inconvenience if no resolution had been
attempted. 5-point scale: strongly agree to

Ž .strongly disagree; b Describe the inconve-
nience that the failure could have caused.

12. How did the company find out that you were not
satisfied with the service? the company figured
it out and notified me before I complained. the

(company asked in writing, in person, by— — —
) (phone and I responded in writing, in— —

)person, by phone the company didn’t ask,—
(but I told them in writing, in person, by— — —

)phone other
13. How long after the failure occurred did the

company find out about it? seconds, minutes,
hours, days, weeks, months, years

14. Once the company found out about the problem,
did you receive an apology? yes, no

15. If the answer to question 14 was yes, the apol-
ogy was sincere. 5-point scale: strongly agree to
strongly disagree

16. How long after the company found out about the
failure did the solution process begin? seconds,
minutes, hours, days, weeks, months, years,
neÕer

17. With whom did you originally discuss the prob-
Ž .lem or write to ?

18. Did that person solve or attempt to solve the
problem? yes, no

19. id that person appear to have the authority to
solve the problem? yes, no

20. Who was the final person you dealt with during
the problem resolution process? the person de-
scribed aboÕe, a manager or superÕisor, the
business owner, other

21. How long after the solution process was started
was it completed? seconds, minutes, hours, days,
weeks, months, years, neÕer

22. Describe the final solution to the problem.
23. The company solved the problem to your satis-

faction. 5 point scale: strongly agree to strongly
disagree

24. The problem was solved in a manner that was
fair to you. 5 point scale: strongly agree to
strongly disagree

25. The company went beyond a ‘‘fair fix’’ to the
Ž .problem by including a little or a lot extra for

your trouble. 5 point scale: strongly agree to
strongly disagree

26. If so, describe the ‘‘little extra’’.
27. How likely are you to do business with the

company again after the failure? 6 point scale: I
already haÕe gone back to the company to I am
certain I will neÕer return

28. Explain how the company could have done a
better job solving the problem.

29. At the end of the solution process, the service
failure had cost me much money. 5 point scale:
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strongly agree to strongly disagree. b. Estimate
and describe the actual cost of the failure.

30. At the end of the solution process, the service
failure caused me much lost time. 5 point scale:
strongly agree to strongly disagree; b. Estimate
and describe the actual time you lost because of
the failure.

31. At he end of the solution process, the service
failure had caused me much inconvenience. 5
point scale: strongly agree to strongly disagree.
31b. Describe the inconvenience that you en-
countered due to the failure.

Ž .32. Describe who, what, when, how the very last
time that the company contacted you about this
failure?

33. Without considering the outcome, how satisfied
were you with the solution process? 5 point
scale: Õery satisfied to Õery dissatisfied

34. How satisfied were you with the outcome of the
solution process? 5 point scale: strongly agree
to strongly disagree

35. After the service failure and the solution process
you would classify yourself as a loyal customer.
5 point scale: strongly agree to strongly dis-
agree

36. Your opinion of the company has improved
because of the service failure and recovery pro-
cess 5 point scale: strongly agree to strongly
disagree.
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