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AABBSSTTRRAACCTT  
Everyday people purchase goods, and unfortunately it is inevitable that sometimes goods do 
not live up to costumers’ expectations. On the other hand, many researches agree that 
recovery after a service failure can make customers more satisfied and loyal than if the service 
failure had not occurred at all.  Customer complaints occur all the time even though many 
companies wish they could lower the number of complaints. The purpose of this thesis, 
therefore, was to provide a better understanding on how to turn a dissatisfied customer into a 
satisfied one.  In order to reach this purpose, research questions that focus on how the handing 
of a service recovery can be described, as well as the benefits of doing so have been 
stated. These research questions provided a path to reviewing the relevant literature which 
results in a conceptual framework. This framework was then used to guide the data collection.  
Data was collected via a qualitative, case study approach using interviews of six recent 
customers of consumer electronics, enabling us to collect data on a service recovery from a 
customer’s perspective.  The study found that the service failure itself is not what companies 
should focus on.  Instead, it is the effort a company is willing to make to recover from a 
service failure that matters for most customers. Our findings show a connection between how 
the employee handles the service recovery and customer satisfaction. We also found benefits 
connected to handling customer complaints, such as word-of-mouth and customer retention. 
These benefits can be achieved by companies that welcome customer complaints and respond 
to their customers’ needs instead of trying to minimize the number of complaints. 

  

  

  



 

SSAAMMMMAANNFFAATTTTNNIINNGG  
Människor köper varor dagligen, och ibland är det oundvikligt att varorna inte lever upp till 
konsumenters förväntningar. Å andra sidan är många forskare överens om att en återhämtning 
efter ett servicemisslyckande kan göra kunden mer nöjd och lojal än om servicemisslyckandet 
inte inträffat överhuvudtaget. Kundklagomål uppstår hela tiden även fast många företag 
önskar att de kunde minska antalet klagomål. Avsikten med denna uppsats är därmed att 
tillgodose en bättre förståelse för hur man kan göra en missnöjd kund nöjd. För att nå detta 
syfte har vi utformat forskningsfrågor som fokuserar på hur hanteringen av ett 
serviceåterhämtande kan beskrivas samt fördelarna som kan uppnås som följd av det. Dessa 
forskningsfrågor utgjorde en sökväg till att studera relevant litteratur vilket resulterade i en 
forskningsram. Denna forskningsram användes sedan som en guide för vår datainsamling. 
Data samlades in genom en kvalitativ fallstudie som utgjordes av intervjuer av sex nyligen 
inträffade inköp av hemelektronik. Detta möjliggjorde att vi kunde samla data om 
serviceåterhämtande från ett kundperspektiv. Resultaten visade att själva 
servicemisslyckandet inte är det företaget ska fokusera på; det är de ansträngningar företaget 
är villigt att göra för att reparera tillkortakommandet som är det väsentliga för större delen av 
kunderna. Våra resultat visar ett samband mellan kundnöjdhet och hur den anställde hanterar 
återhämtningen. Vi fann även fördelar kopplade till hanteringen av kundklagomål så som 
mun-till-mun marknadsföring och bevarande av kunder. Dessa fördelar kan uppnås av de 
företag som välkomnar sina kundklagomål och bemöter sina kundens behov istället för att 
enbart försöka minska antalet klagomål. 
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   Introduction 

11..  IINNTTRROODDUUCCTTIIOONN  
In this chapter we will present a background followed by a problem discussion on the 
different aspects of complaint handling connected to service failure. The outcomes of 
complaint handling will also be depicted. Finally, an overall research purpose will be 
presented followed by the research questions.  

11..11..  BBaacckkggrroouunndd  
The globalization of markets has forced managers to adjust companies’ competitive strategies 
in order to keep customers from switching and stay loyal (Wong and Sohal, 2003). The 
increased competitiveness in the business environment has made customers more demanding 
and the need for focus on relationship marketing is more subtle than ever (ibid). To confront 
these new challenges, companies must develop long-term relationship with their customers 
(Javalgi and Moberg, 1997). In the case of service markets it is common with face-to-face 
interaction between the employee and the customer, which gives companies the opportunity to 
tie social bonds and promote longer customer tenure (Ang and Buttle, 2006). This in turn 
leads to higher volumes purchased and evidently an increase in customer referrals (ibid).  
 
In the highly competitive marketplace it has become more important to differentiate through 
providing superior service quality (Ndubisi, 2007). Further, Wong and Sohal (2003) state that 
it is no longer the belief that customer satisfaction will make customers stay; managers must 
adopt proactive strategies in order to build and uphold a competitive edge. In addition, 
delighting rather than satisfying the customer has been described as a motivator for lifetime 
loyalty (Mascarenhas, Kesavan and Bernacchi, 2004). In the cases when satisfaction can 
explain loyalty it is often influenced by high switching costs (Chandrashekaran, Rotte, Tax 
and Grewal, 2007). 
 
It is of great importance for companies to be able to manage customer loyalty and retention 
(Zineldin, 2006). Companies should also consider the lifetime value of a customer and not 
only the profit that can be made by an individual transaction (ibid). The lifetime value 
consists of future purchases, referrals and also avoiding negative word-of-mouth (ibid). 
Michelson (2006) states that even if the compensation is a loss to the company, solving the 
problem will pay valuable rewards in the future in the form of saved sales. One important 
reason why existing customers are important is that the cost of obtaining new customers 
exceeds the costs of retaining existing customers (Zineldin, 2006). According to Zineldin 
(2006), another good reason is the fact that having long-term loyal customers reduces the cost 
of serving these customers because they are aware of how the company conduct business and 
need less help. For all of the reasons above, companies should try to obtain a balance between 
the efforts made on pleasing existing customers and the investments made in attracting new 
ones instead of having new customers as their main objective (ibid). Chandrashekaran et al. 
(2007) argues that generally “long-standing and happy customers are more loyal (e.g. more 
likely to provide recommendations and positive word of mouth).  
 
In order to understand relationship marketing Ndubisi (2007) has depicted the four 
foundations of a buyer-seller relationship; trust, commitment, communication and conflict 
handling. First, the level of trust is connected to the extent to which the parties have fulfilled 
their obligations to one another (ibid). Second, commitment reveals how much a party desires 
to maintain a relationship (ibid). Third, the interactive dialogue should be timely and 
trustworthy in order to have effective communication (ibid). Fourth, good conflict handling is 
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to avoid conflicts and find solutions if they occur which means that conflict handling should 
be viewed as proactive and reactive (ibid). According to Zineldin (2006), companies should 
welcome complaints because they should be viewed as a second chance to keep a dissatisfied 
customer loyal. In fact, up to 95 percent of complainers return if the complain is handled 
correctly and is satisfying for the customer (ibid). If the customer is unsatisfied but does not 
complain he/she will likely leave the company and spread a bad word-of-mouth which can 
hurt the company’s image (ibid).  
 
Customer complaints are considered to be a waste of time and money by many companies 
(Voss and Gruber, 2005). In some cases, the employees give the customer the impression that 
they do not have the right to complain (ibid). Most of the companies today are still 
considering complaints as something negative (ibid). Regarding complaint behavior, Cho 
argues that pleasing response from sellers result in improved loyalty and repeated purchase 
(Cho, 2002). Michelson (2006), claim that approximately 96 percent of the dissatisfied 
customers do not complain and up to 63 percent of these silent customers do not purchase 
from the company again. Researches have shown that a dissatisfied customer tells an average 
of ten people about the negative experience (Zineldin, 2006). 
 
Stichler and Schumacher (2003), argue that only four percent of the customers who are 
dissatisfied complain to the company and 91 percent never come back. 70 percent of the 
complaining customers will make repeated purchases if they are satisfied with the handling 
and outcome of the complaint (ibid). Customers who do not complain can lead lost market 
shares and financial losses (ibid). This indicates that complaints should be considered as a 
positive source of information and managers should take into account that the general 
customer will tell approximately five people about the problem and how it was solved if the 
customer is satisfied (ibid). 

11..22..  PPrroobblleemm  ddiissccuussssiioonn  
When experiencing unsatisfactory problem solutions a customer can respond by switching to 
a competitor (exit), complaining (voice), or staying with the supplier and remain quiet 
(Levesque and McDougall, 2000). Customers may also spread the word of a negative 
encounter, which affect companies’ profitability and hurt reputations (ibid). Since a service 
recovery has such impact on a company it is of great importance to determine what recovery 
strategy a company should implement (ibid). When severe service failure occurs, the 
customer retention rates are jeopardized (ibid). The recovery after a service failure is therefore 
critical in the continuation of the relationship (ibid). 
 
Bell and Luddington (2006) have the opinion that customer complaining behavior has major 
value for businesses in today’s competitive marketplace. The main concern is that only five 
percent of all complaints are brought to the companies’ knowledge, which has resulted in 
organizations encouraging complaints to have an opportunity for service recovery and 
improvements. It is however a predicament that the responsibility of the service recovery is 
transferred to the company employees which gives management less control. (Bell and 
Luddington, 2006) 
 
Hellier, Geursen, Carr and Rickard (2003) claim that repurchase intention, loyalty focused on 
sales, is affected by numerous factors: factors like brand preference and perceived value. 
Brand preference refers to a customer favoring a company’s service compared to others and 
perceived value is based on a judgment of benefits and costs or sacrifices (Hellier et al., 
2003). Further, Hellier et al. claim that organizational strategies should focus on delivering 
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superior value and fairness of the service provided by the company in order to preserve 
customer relationships. Customers treated fairly leads to customer satisfaction is a statement 
by Wirtz and Mattila (2004). The importance of speed of recovery and instant apology is a 
necessity in a service failure (Wirtz & Mattila, 2004). This results in customers’ procedural 
and interactional fairness perceptions (ibid). Compensation to the customer must only be 
offered if an on-the-spot recovery is impossible (ibid). Immediate compensation with apology 
after service failure will give the customer the impression that the company had control over 
the service failure(ibid). The compensation can be interpreted as an admission of guilt (ibid). 
Treating customers fairly will encourage present loyal customers to retain brand preference 
(Hellier et al., 2003). Wong and Sohal (2003) provide results that point toward a greater 
importance of person-to-person loyalty than of person-to-firm (ibid). This implies that the 
probability of customer loyalty increases with the quality of service provided by company 
personnel (ibid). Wong and Sohal (2003) further argue that the reason for higher level of 
loyalty on the person-to-person level is determined by trust and commitment.  
 
When service failure occurs, the sense of belonging and involvement with a company affects 
customers’ emotions (Mattila, 2004). Mattila describes two types of post-failure attitudes and 
the company distinguishes the high levels of affective customers from the low levels. High 
levels of affective customers are particularly and emotionally involved with the organization. 
These customers are more likely to feel betrayed after failure and the consequence is negative 
commitment (ibid). According to Venetis and Ghauri (2004), commitment is the likelihood of 
the relationship continuing in the future. Service failures generally result in some degree of 
blame and anger and service managers therefore need to reverse these emotions with the 
customer in order to circumvent the risk of relationship termination and negative word-of-
mouth (Forrester and Maute, 2001). According to Levesque and McDougall (2000), increased 
customer loyalty determines a company’s long-term profitability. Further, dissatisfaction 
reduces customer loyalty and dissatisfying experiences are undesired service solutions (ibid). 
In order to avoid negative word-of-mouth managers should consider relationship-building 
efforts as a supplement to service recovery program; the longer the relationship the more 
likely a customer is to continue a relationship after a single service failure (ibid). 
 
Tax, Brown and Chandrashekaran (1998) consider the connection between commitment and 
complaint handling obvious and it is clear that these factors have impact on customer loyalty. 
They discuss that complaint handling is particularly important in service business when 
maintaining and developing the relationships (ibid). The complaint management should 
approach complaints with fairness and motivate employees to handle dissatisfied customers 
with care and provide them with suitable compensation (ibid). The outcomes of a complaint 
handling are represented by corrections of charges, refunds, repairs, credit, replacements, and 
apologies (ibid). Levesque and McDougall (2000) state that actions of recovery after a service 
failure has three different approaches; apologize (admitting the problem), assistance (solving 
the problem), and compensation (offering compensation for a loss related to the problem) and 
these actions can take place alone or be in combination (Levesque and McDougall, 2000).
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11..33..  OOvveerraallll  PPuurrppoossee  aanndd  RReesseeaarrcchh  QQuueessttiioonnss  
Based on the problem discussion above, the purpose of this thesis is to provide a better 
understanding on how to turn a dissatisfied customer into a satisfied one.
 

RQ1. How can the handling of service recovery be described? 
 

RQ2. How can the benefits of service recovery be described? 

11..44..  DDeemmaarrccaattiioonn  
The thesis will focus on service failures and recoveries in physical encounters and therefore 
leaves out customer complaints that take place online. 

11..55..  OOuuttlliinnee  ooff  TThheessiiss  
The outline of the thesis will be carried out as in Figure 1: 
 

 
Figure 1: Outline of thesis 

1. Introduction of the area of research 

2. Literature Review of previous 
research involving service recovery 

3. Methodology of the thesis 

4. Empirical Data on concepts and 
variables concerning service recovery 

5. Data Analysis of the empirical 
data 

6. Findings and Conclusions for 
the area of research 

 
As illustrated in Figure 1 the thesis consists of six chapters, starting with this chapter; the 
introduction. The next chapter is literature review where we present previous research in the 
area and what we collected data on. After literature review we move on to the methodology 
chapter where we present how the data collection was carried out. Chapter four presents the 
data collected and chapter five analyzes that data. The final chapter, chapter six, is where we 
give our findings and conclusions drawn from our study. 
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22..  LLIITTEERRAATTUURREE  RREEVVIIEEWW  
In the previous chapter, we introduced our chosen area of research and stated our Research 
questions. In this chapter we present studies and theories relevant to the Research Questions. The 
literature reviewed will create a base for the conceptual framework used in this study.  

22..11..  HHaannddlliinngg  CCuussttoommeerr  CCoommppllaaiinnttss  
Many companies are starting to realize the importance of handling customer complaints in the 
right way. There are many studies which focus on different strategies companies can use 
depending on the industry they operate in. The literature review will bring up several strategies 
and models relevant for the service industry.  

22..11..11..  SSeerrvviiccee  RReeccoovveerryy  SSttrraatteeggiieess  
Service recovery refers to when a company searches and deals with failures in the delivery 
service (Johnston, 2000). It is important to note that customer complaint is often the indicator that 
a service failure has taken place (Cranage, 2004). Kim, Kim, Im and Shin (2003), suggest 
companies should simplify the customer’s complaint process by providing more effective 
procedures and proper refunds and also provide some extra incentives such as a discount to make 
up for the complaining customer’s effort and lost time. According to Kim et al. (2003), 
companies should facilitate for customers to complain by improving the information on where 
and who the customer should turn to and how to proceed with the complaint (i.e. online customer 
service, suggestion box and the company phone number for complaints). 
 
According to Forrester and Maute (2001), service programs can provide ways for managers to 
diminish blame and anger, which a customer is likely to experience after a service failure. 
According to Tax et al. (1998), a customer is more likely to have positive response to encounters 
if a service failure is followed by some sort of compensation or explanation. In addition, 
unfavorable experiences may be the outcome of the encounter if the company fails to 
compensate, apologize, or explain the problem (ibid). Forrester and Maute (2001) suggest that a 
service provider should apologize and admit mistakes when appropriate, but should be cautious 
in taking on undeserved blame. Recovery communications, e.g. admitting mistakes, evokes a 
feeling of fairness with the customer and if the customer is able to place the blame outside the 
relationship the anger is reduced (ibid). Further, service providers should thank the customer for 
the feedback after a service failure and assure the customer that the mistake will not repeat itself 
(ibid). 
 
Levesque and McDougall (2000) has studied the effect of using four different recovery strategies; 
apology only, compensation, assistance, and compensation and assistance (see Figure 2). 
Apology is considered the lowest level of action after a service failure and should always be 
provided. The authors further imply that apologies are relatively ineffective when a customer 
experiences a service failure and the customer expects some gain for a loss (i.e. assistance or 
compensation). Further, monetary compensation should cover for a customer’s loss, if necessary, 
in order to uphold satisfaction. According to Levesque and McDougall (2000), the amount of 
compensation should be considered with caution since over-compensation may lead to less 
satisfaction in the same way that under-compensation may. The effectiveness of the service 
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recovery depends on the severity of the situation (e.g. delay or denial), criticality of the service, 
and the type of service. Recovery effectiveness is also influenced by the employee’s ability to 
handle the situation; responsiveness, empathy and understanding increase the effectiveness of the 
recovery. This implies that the effect of recovery strategy is determined by what and how a 
problem is taken care of. (Levesque and McDougall, 2000) 
 

 
                           Figure 2: The effects of recovery strategies on future intentions 

Source: Levesque and McDougall, 2000 
 
Further, core service failures are often considered to be service failures with a high degree of 
dissatisfaction, i.e. denial and delay. These failures are situations where the service provider has 
failed to fulfill the basic request by the customer. In a core service failure, the service provider 
has not delivered what it was contracted for which has led to delay of the service or denial of the 
service. Denial has higher severity than delay since denial is connected to a greater loss for the 
customer. (Levesque and McDougall, 2000; Cranage, 2004) 
 
Levesque and McDougall (2000), state that there are three different responses after a service 
recovery; exit, voice and loyalty. When exit is the chosen action, the customer decides to end the 
relationship and switch to a new supplier. Voice means that the customer expresses complaints to 
the supplier or spread bad word-of-mouth to external parties which can lead to bad reputation and 
financial losses. The response of loyalty increases customer retention rates and is what companies 
should strive for. (Levesque and McDougall, 2000) 
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Finally, Levesque and McDougall (2000) involve level of criticality, and its impact on future 
intention, in the study. Criticality is determined by the customer’s perceived importance of the 
service. The seriousness of the service failure is expected to be higher when criticality is high 
rather than low since quality is considered to be more important in high-criticality situations. 
(Levesque and McDougall, 2000; Cranage, 2004) 
 
The findings of Levesque and McDougall (2000) imply that there are no positive future 
intentions after a service failure, no matter recovery strategy. However, recovery and criticality 
influenced loyalty and customer complaint behavior whereas severity only had impact on future 
intention when it was in interaction with type of recovery. Further the study proves that every 
step beyond apology increases the positive future intentions with the customers. The study also 
shows little difference between assistance and compensation and their affect on future intentions 
regardless of severity. However, the results of Levesque and McDougall (2000) indicate that 
compensation together with apology had the most positive effect on loyalty intentions in high-
criticality situations. Further, they imply that assistance in combination with compensation 
affected loyalty intentions the most if the service was delayed. However, if the customer had the 
service denied, offering both assistance and compensation showed insignificantly increased effect 
on loyalty intentions in comparison to offering either one. (Levesque and McDougall, 2000)  

22..11..22..  EEmmppllooyyeeee  CCoommmmuunniiccaattiioonn  iinn  SSeerrvviiccee  RReeccoovveerryy  
Levesque and McDougall (2000) have focused the study on what (e.g. compensation for losses) 
is done in a service recovery and leave out the aspects on how (e.g. employee attitude) it is done. 
However, their study indicates that future intentions of customers are likely to be influenced by 
how an employee communicates with the customer in a service recovery situation (Levesque and 
McDougall, 2000). Forrester and Maute (2001), argue that emotions are a great determinant in 
post-purchase behavior. Further, attributions concerning responsibility of a service failure affect 
the necessity of refund and apology (ibid).  
 
Effect of service recovery is also influenced by the handling of the recovery in terms of 
responsiveness, empathy and understanding (Cranage, 2004). However, research also implies that 
relationship quality reduces blame for service failures and since anger is a result from blame, 
relationship quality reduces anger in the post-service failure situation (Forrester and Maute, 
2001). Consumption-based emotions are connected to satisfaction and post-purchase behaviors 
such as complaints, recommendations, and repeat purchase intentions (ibid). According to 
Forrester and Maute (2001), there is a negative correlation between relationship satisfaction and 
blame. Their study shows that external blame is reduced when the relationship is valued 
satisfactory (ibid). Cranage (2004), state that the way a service recovery is handled is more 
important than recovery strategy if the relationship between buyer and seller is perceived as 
strong for the customer. Employees need to have an accommodating communication style and be 
responsive to customers’ needs (ibid). The service providers also have to show empathy and 
deliver fast recovery (ibid). However, if the service is high in criticality, recovery strategy is of 
more value to the customer than how the situation is handled (ibid).  
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22..11..33..  CCoommppllaaiinntt  RReessoolluuttiioonn  aanndd  tthhee  DDiissccoonnffiirrmmaattiioonn  PPaarraaddiiggmm  
Michael and Mitchell (1995) claims that the complaint-resolution process is built up by three 
different steps. The first step is where the customer expresses a complaint, the second step is 
when an employee acknowledges the complaint, and the third and final step is when the 
employee starts to take action to resolve the problem in order to satisfy the customer. How the 
problem is handled affects customer satisfaction/dissatisfaction with this process and the repeat-
purchase behavior as well as the word-of-mouth behavior is also affected by the customers’ 
satisfaction/dissatisfaction. Further, Michael and Mitchell (1995) suggest that if the customer is 
satisfied after a complaint the loyalty may be even stronger than if no dissatisfaction would have 
occurred from the beginning (Michael and Mitchell, 1995). 
 
With the complaint-resolution process there are four critical dimensions of Customer 
satisfaction/dissatisfaction (see Figure 3).  

 
   Figure 3: The complaint resolution process 
   Source: Michael Mitchell, 1995 
 
In Figure 3 there are the two dimensions of consumer input; consumer time and consumer effort 
to solve the problem. Compensation received and attitudes of the company’s agent are the two 
dimensions of outcome. The company’s consumer complaint-resolution process may have 
remarkable impact on profitability and market shares (Michael and Mitchell, 1995). 
 
The inputs are the customer’s involvement in the complaint-resolution process. The input consists 
of time and effort put into the process to resolve the problem. According to Michael and Mitchell 
(1995) consumer time and effort are considered to be more critical to consumers with a higher 
level of education. This implies that companies handling highly educated customers should focus 
on reducing time and effort put in by these customers in order to increase the level of satisfaction. 
(Michael and Mitchell, 1995) 
 
Personal attitudes of the employee may be another outcome of the process, as shown in figure 3. 
To many of the customers, the employee and the employee attitude are important parts of the 
service. According to Michael and Mitchell (1995) the employee’s attitudes may include 
pleasantness, interest, warmth, personal attention, courtesy, friendliness, and helpfulness. 
Another factor that is of great importance in the complaint-resolution process is the speed of 
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complaint resolution since the quicker the response is of the employee, the greater the 
satisfaction. (Michael and Mitchell, 1995) 
 
The outcome is the consequences of the process such as compensation to the customer. Michael 
and Mitchell (1995) suggest that the higher the compensation, the more satisfied becomes the 
customer in the complaint-resolution process. Further, they imply that regardless of the value, 
compensation increases satisfaction in comparison to offering no compensation. In their study 
they found that it is important that retail employees are competent in their ability to satisfy 
customers, i.e. they should be authorized to offer the essential compensation to the customer. 
Michael and Mitchell (1995) also argue that compensation combined with a written apology is 
increasing the satisfaction level compared to only a written apology without any form of 
compensation. (Michael and Mitchell, 1995) 
 
Michael and Mitchell (1995) further argue that the disconfirmation paradigm, whether a customer 
is satisfied or dissatisfied, depends on the disconfirmation that is a result of the perceived 
difference between prior expectations and the actual performance of the product or service. If the 
performance of the product or service is equal to the expectations confirmation occurs and the 
opposite (disconfirmation) occurs when the expectations do not match the performance of the 
product or service. Disconfirmation can be both negative and positive; if the performance of the 
product or service exceeds expectations the disconfirmation is positive and the customer 
experiences satisfaction. If the performance of the product or service does not reach the customer 
expectations the result is negative disconfirmation. (Michael and Mitchell, 1995) 
 
According to Michael and Mitchell (1995) the customer may consider many different factors in 
creating their level of satisfaction/dissatisfaction in complaint-resolution, and there may also be 
several dimensions. These dimensions differ from the ones that affect satisfaction/dissatisfaction 
initially.  Michael and Mitchell (1995) bring up two dimensions of satisfaction/dissatisfaction; the 
ones who rely on inputs, and the ones who rely on the outcomes of the process. The customer is 
evaluating inputs into and potential outcomes of the complaint-resolution process and compare 
them to the actual inputs and outcomes of the process when creating their level of 
satisfaction/dissatisfaction. Michael and Mitchell (1995) also claim that customer experiences 
some level of satisfaction/dissatisfaction with every purchase of a product or service the (see 
Figure 4). (Michael and Mitchell, 1995) 
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                Figure 4: The relationship between inputs and outcomes 
                Source: Michael and Mitchell, 1995 
 
If the customer is dissatisfied the customer decides if he/she should voice the dissatisfaction in a 
complaint (see Figure 4). If the customer takes the decision to voice the complaint to the seller, 
he/she is giving the seller the opportunity to resolve the problem and improve the relationships 
with the customer. The customer may also choose to voice the complaint to friends and family 
and not the retailer or both. (Michael and Mitchell, 1995) 
 
As shown in Figure 4, the process begins when a customer expresses a complaint. From the 
customers perspective this process leads to some level of satisfaction/dissatisfaction. The level of 
satisfaction/dissatisfaction affects the repeat-purchase behavior as well as the positive/negative 
word-of-mouth communication. As mentioned earlier, secondary satisfaction may increase 
loyalty. This makes it even more critical for companies to resolve complaints, since this has a 
greater impact on whether a customer stays loyal and/or uses word-of-mouth communications. 
(ibid) 

22..22..  BBeenneeffiittss  ooff  CCuussttoommeerr  CCoommppllaaiinnttss  
Research indicates that the benefits of complaints are held by both seller and buyer in the service 
recovery after a complaint situation. The literature review will therefore bring up research on 
benefits that are mutual and individual. 

22..22..11..  SSaattiissffyyiinngg  vveerrssuuss  DDeelliigghhttiinngg  tthhee  CCuussttoommeerr  
The outcome of a successful service recovery is often referred to as a satisfied customer 
(Forrester and Maute, 2004; Levesque and McDougall, 2000). Cranage (2004) states that a 
customer is satisfied as long as the expectations are met or exceeded by the service provider. 
However, recent study points out that the state satisfied is often not enough to keep customers 
from defecting (Johnston, 2004). Providing the customers with “excellent service” gives the 
outcome of delight and this type of service includes a closer relationship between the buyer and 
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seller than if the outcome is satisfaction (ibid). Johnston (2004) argues that the aim for service 
excellence does not imply that organizations should enhance their service continually and always 
exceed expectations; service excellence is to provide the customers with what they value in order 
to induce feelings of delight. In Johnston’s research (2004), he states that 50 percent of the 
respondents who defined what made excellent service excellent brought up problem handling. 
This implies that problem handling after conflicts may result in delighted customers. Further, the 
answers on what was excellent service fell into four categories (Johnston, 2004); 
 

• Delivering the promise; 
• Providing a personal touch; 
• Going the extra mile; 
• Dealing well with problems and queries. 

 
Johnston (2004) concludes that organizations are asked to do what is required, deal well with 
problems when they arise, and add a personal touch in order to provide excellent service. 

22..22..22..  CCuussttoommeerr  LLooyyaallttyy  
Customers indicate behaviorally when they are bonding with a firm; they express positive 
evaluations of the companies and recommend the companies to friends and relatives (Wong and 
Sohal, 2003). Despite the fact that customer complaints gives both service provider and 
customers a second chance to set things right, many organizations consider complaints to be 
negative (Cranage, 2004). However, research indicates that in some situations successful 
recovery after service failure leads to a higher increase in customer loyalty in comparison to if no 
service failure had taken place (ibid). 
 
As discussed previously, the handling of customer complaints leads to satisfaction and the more 
satisfied the more loyal the customer will be. When companies reach high level of customer 
loyalty it is also likely they will face high frequency in customer retention (Wong and Sohal, 
2003). The benefits of customer retention are the likelihood of customers returning, making 
business recommendations, providing positive word-of-mouth as well as providing references 
and publicity (ibid). Loyal customers are less likely to switch to a competitor due to price 
incentives and these customers make more frequent purchases compared to less loyal (ibid). 
 
According to Voss and Gruber, (2005) the goal of making a complaining customer satisfied is to 
prevent the customer from switching to a competitor. This situation when a customer leaves a 
company for another is called defection (Hogan, Lemon and Libai, 2003). As we mentioned 
above, it is important to take into consideration the retention lifetime value for the company. A 
customer who returns frequently is worth more than just the individual purchase made (ibid).  
 
Customer loyalty is usually defined as repeating purchases but according to McMulland (2005), 
customers who make repeated purchases can do so not out of loyalty but because of indifference, 
exit barriers and inertia. McMulland (2005) claims that customer loyalty development has in 
general become more important in marketing strategy because of the benefits connected to 
customer retention. Further, McMulland (2005) argues there are many advantages in using a 
multiple-item scale to measure loyalty development. Some of these advantages are greater 
precision in the measuring procedures and also the ability to measure a concept by using several 
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indicators and not only one which facilitates the complexity of concepts. Figure 5 is an approach 
to explain and understand loyalty development by using a multi-item scale. (McMulland, 2005) 
 
In the model shown in Figure 5, there are four phases in the development of customer loyalty; 
Cognitive, Affective, Conative and ultimately Action. Each of these phases has characteristics 
(dimensions) that act as either sustainers or vulnerabilities. Sustainers attract customers to stay 
while vulnerabilities pull them towards substitutes. There are also two mediating factors which 
can be referred to as sustaining and vulnerability elements. The factors allow interferes such as 
competitors, service failure, advertising and other external influences which can effect and 
change the customer’s loyalty development. While the customer goes through the four phases, the 
elements of sustaining and vulnerability change and instead the elements start to reflect the 
customer’s degree of involvement. (McMulland, 2005) 
 
 

 
Figure 5: The four phases in the development of customer loyalty and the associated characteristics 
Source: McMulland, 2005 
 
The purpose of the model is to show that once the customer finds a good or service that meets the 
expectations involving costs, quality and benefits required, then the customer will become less 
concerned with looking for substitutes and other options and also no longer respond to 
competitors advertising. Instead the customer will continue purchasing the same good or service. 
According to the model, this is the final goal of achieving customer loyalty. (McMulland, 2005) 

22..22..33..  WWoorrdd--ooff--MMoouutthh  
Herr, Kardes and Kim (1991), claim that word-of-mouth communication has a strong influence 
on how products and services are perceived. It is also known that vividly presented information 
has a stronger influence in product/service judgment than does less vivid printed information This 
is one reason why service marketers nowadays put more emphasis on the impact of word-of-
mouth. (Herr et al., 1991) 
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Swanson and Kelley (2001), argue that if companies develop a better understanding of the factors 
that drive word-of-mouth behavior, companies would be able to create better complaint handling 
policies, procedures and recovery training for employees due to service failures (ibid). 
Complaining customers have a greater negative effect on lost sales than just the loss from the 
complaining customer (Johnston, 2000). Companies’ reduction of lost customers increases the 
likelihood of positive word-of-mouth and this in turn has positive effect on companies’ profits 
(Cranage, 2004; Levesque and McDougall, 2000) and reputation (Levesque and McDougall, 
2000). Further, Forrester and Maute (2001) state that relationship satisfaction would decrease 
negative word-of-mouth and the risks of exit, which result from blame and anger. 
 
Researches show that customers, and particularly service customers, tend to rely much on word-
of-mouth to minimize the level of perceived risk connected to a purchase (Mangold, Miller and 
Brockway, 1999). Service customers seem to have greater confidence on their personal resources 
i.e. friends and family to find out more about the service than does purchasers of goods (ibid). In 
addition, service purchasers also have greater confidence in their personal resources (ibid). 
Satisfied customers tell an average of five people about their positive experience and this 
communication strongly influences the judgment of these people both in the short- and in the 
long-term when making a purchase decision (Swanson and Kelley, 2001).  
 
Swanson and Kelley (2001) studied the likelihood of a customer intending to discuss a service 
recovery depending on the industry, stability of the service recovery, and whose fault the failure 
was (locus). They found differences inheriting from the industry but also minor differences 
between stability of the service and locus. Further, the customer is more likely to discuss a 
service recovery with family members before friends, acquaintances, and others. However, there 
is only a slight difference between family and friends whereas customers are much less likely to 
discuss service recovery with acquaintances and others. The results imply that the closer the 
relationship the more likely the customer is to spread word-of-mouth about the experience. 
(Swanson and Kelley, 2001) 

22..22..44..  CCoommppllaaiinntt  pprroocceessss  aanndd  FFeeeeddbbaacckk  
A company should be willing to listen to the complaints instead of considering customer 
complaints as a waste of time and money (Voss and Gruber, 2005). By listening to the customers, 
companies have the possibility to improve by implementing their customers’ suggestions (ibid). 
A company who manages to recover from a service failure and succeeds in creating delighted 
customers (and not just satisfied customers) will ultimately have significantly more loyal 
customers (Johnston, 2000).  
 
When a consumer complains, he/she is actually providing the organization an opportunity to 
make him/her satisfied and thereby preventing the customer to switch and also preventing 
unfavorable word-of-mouth communication. The information collected from the complaint can 
then be used by the organization to take action in reducing or eliminating the cause of the 
complaint. For this to be possible the information from the customer has to reach the decision 
makers in the organization. This can be difficult since customer-contact personnel can be 
unwilling to forward this kind of information upward in the organization hierarchy because of the 
negative content of the information. If a company track the complaint using the information 
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received from the customer and take steps to prevent or minimize future dissatisfaction the 
company is practicing complaint management. (Gilly, Stevenson and Yale, 1991) 
 
The information processing system leads to the creation of organizational units that in turn can 
lead to barriers between the units. Throughout the organization the barriers can hinder the 
information flow concerning customer complaints. Figure 6 shows how complaint information is 
processed and illustrates an extended version of the organizational information processing model. 
(Gilly et al., 1991) 

        
Figure 6: Information Flows About Consumer Complaints 
Source: Gilly, Stevenson and Yale, 1991 
 
The first step in the process of complaint handling is when a customer expresses a complaint to 
an employee. In the next step of the process the complaint is forwarded if the employee who was 
contacted by the customer can not solve the problem instantly. The issue may be passed on by 
intermediates before it reaches a person who can solve the problem. The complaint handler is the 
one who then responds to the customer and this may be the same person who initially was 
contacted by the customer. The complaint handler may contact a complaint manager to forward 
information concerning the complaint and in some cases the complaint handler and the complaint 
manager is the same person. To prevent future dissatisfaction among customers the complaint 
manager then decides whether any changes in policies and/or procedures are necessary. In figure 
6 this part is named “complaint management”. The complaint manager makes sure that the 
customer’s complaint has been resolved by conducting a follow-up, and if changes are considered 
to be necessary, the employees affected by the changes are informed. (Gilly et al., 1991) 
 
Throughout the process there are barriers and facilitators to information flow which are 
connected to factors such as characteristics of individuals and relationship between sender and 
receiver. The barriers and facilitators may also be affected by the nature of the complaint itself 
but the model does not consider the possibility of the feedback process breaking down. The 
process may break down at any step of the process, e.g. if an employee fails to respond to a 
customer due to ignorance or lack of engagement. The same problem may occur at any part of the 
process and as a consequence the complaint does not move forward in the chain. (Gilly et al., 
1991) 
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22..22..55..  CCuussttoommeerr  RReetteennttiioonn  aanndd  FFiinnaanncciiaall  BBeenneeffiittss  
According to Ang and Buttle (2006), customer retention is one of the main objectives of 
companies that conduct relationship management. The reason for this is that there is an 
agreement among companies and industries that retention can yield a number of financial 
benefits. For example, research has shown that a five percent increase in customer retention could 
generate an increase in customer net present value of as much as 25- 95 percent. Companies have 
realized the financial benefits connected to customer retention and now there is a general view 
that customer, just like products, have a life-cycle and can therefore grow in value over time. 
(Ang and Buttle, 2006) 
 
Companies also measure the effectiveness of their customer retention strategies by looking at the 
retention outcomes of loyalty programs and customer clubs. According to Ang and Buttle (2006), 
another way of looking at retention outcomes is by focusing on the complaint-handling process. 
Their research indicates a well-working complaint-handling process has positive effects on 
customer retention because well-recovered customers are less likely to switch and are also more 
satisfied than customers with no complaints. (Ang and Buttle, 2006) 
 
Johnston (2000) claims that researches have shown that financial benefits is the outcome from 
customer retention, service recovery and by listening to complaints to improve operations. 
Johnston (2000) also suggests companies should focus on these improvements to increase their 
financial performance rather than focusing on customer satisfaction which is the outcome of 
improving service and complaint processes. Figure 7 is a model of a complaint management 
system; it shows the relationship between financial benefits and complaint management.  
 

 
    Figure 7: The conceptual model
    Source: Johnston, 2000; Berglund and Nyström, 2004 

 
According to Johnston (2000), the main goal of developing a well working system is to “deliver 
enhanced profits by increasing revenues and reducing costs”. This is done by taking the 
opportunity to correct mistakes and create very satisfied customers (ibid). According to Berglund 
and Nyström (2004), the complaint culture within the company is important to review since it 
affects the company’s financial performance in the long run. As shown in figure 7, a good 
complaint culture allows improvements in the complaint processes which in turn improve the 
relationship to customers and employees (ibid). Further, smooth complain processes can also lead 
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to employee satisfaction since employees experience they have greater control over the situation 
with less stress (Johnston, 2000). The outcome of this is an increase in employee retention which 
leads to higher profits (ibid). 
 
Speer (1996), states that complaining customers who get companies to resolve the situation often 
feel better about the company than if the purchase had gone easily and therefore solving customer 
problems can strengthen customer loyalty. The reason for this is that customers accept that 
mistakes are inevitable and usually it is the company’s lack of response to a failure and not the 
mistake itself that leads to customer dissatisfaction (Johnston, 2000). Therefore, effective 
response to service failures is essential in order to turn angry and frustrated customers into 
satisfied ones and increase customer retention as well as the company’s profit.  

22..33..  CCoonncceeppttuuaall  FFrraammeewwoorrkk  
According to Miles and Huberman (1994), a conceptual framework is a way of explaining, 
graphically or narrative, the most relevant concepts to be studied. According to the authors, it is 
important to be selective and choose the most important variables and the relationships that are 
most likely to be meaningful for the study (Miles and Huberman, 2004). In this section, we will 
select significant theories which we believe we can collect data on. To begin with, we will 
present the theories we find most relevant to answer our first Research Question; how to describe 
the handling of customer complaints. Finally, we will present the theories related to our second 
Research Question; how to describe the benefits of customer complaints.  

22..33..11..  CCoonncceeppttuuaalliizzaattiioonn  ooff  RReesseeaarrcchh  QQuueessttiioonn  11::  SSttrraatteeggiieess  

SSeerrvviiccee  RReeccoovveerryy  ––  WWhhaatt  aanndd  HHooww  
In order to answer the Research Question, we will study what impact different service recoveries 
have on customer satisfaction after a core service failure (delay or denial). The framework we 
will rely on is Levesque and McDougall (2000) and their theories on service problems and 
recovery strategies. Levesque and McDougall’s theories are extensive in the sense that they cover 
all the aspects on what to offer to recover after a failure. Further, the theories are relatively recent 
and supported by more current research. Through Levesque and McDougall (2000), we have 
selected six concepts to be included in our study in order to answer the first Research Question: 
 

• Level of severity. 
• Degree of criticality; 
• Apology; 
• Assistance; 
• Compensation; 
• Combinations of apology, assistance and compensation; 

 
We will also rely on the findings of Levesque and McDougall (2000) concerning service failure 
recoveries:  
 

• There is little difference between assistance and compensation and their effect on future 
intentions, regardless of severity; 
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• Compensation together with apology has the most positive effect on loyalty intentions in 
high-criticality situations; 

• Offering both assistance and compensation has insignificantly increased effect on loyalty 
intentions in comparison to providing either one. 

 
Levesque and McDougall (2000) found flaws in their study as they ruled out the employee 
aspect. Therefore, we have chosen to implement the theories of Cranage (2004) on how employee 
attitudes affect satisfaction after a service recovery. This was the most extensive of the theories 
concerning employee attitude and the least complex. Included employee attitudes are: 
 

• Accommodating communication style  
• Be responsive to customers’ needs  
• Show empathy  
• Deliver fast recovery 

22..33..22..  CCoonncceeppttuuaalliizzaattiioonn  ooff  RReesseeaarrcchh  QQuueessttiioonn  22::  BBeenneeffiittss  

WWoorrdd--ooff--MMoouutthh  
Many researchers bring up word-of-mouth as an important benefit of handling customer 
complaint satisfactory (Michael and Mitchell, 1995; Herr, Kardes and Kim, 1991; Swanson and 
Kelley, 2001; Cranage, 2004; Levesque and McDougall, 2000; Forrester and Maute, 2001; 
Mangold, Miller and Brockway, 1999). We have chosen to rely on the theories of Swanson and 
Kelley (2001) since it is the most extensive article we found concerning word-of-mouth.  
 
Swanson and Kelley (2001) bring up four determinants of word-of-mouth: 
 

• Type of industry; 
• Locus; 
• Stability of the Service; 
• Extension of word-of-mouth (i.e. family, friends, acquaintances and others). 

 
We will also rely on some additional findings by Swanson and Kelly (2001): 
 

• Customers are more likely to spread word-of-mouth to family before friends and friends 
before acquaintances. 

CCuussttoommeerr  RReetteennttiioonn  
Johnston (2004) stated that service excellence can explain the larger benefit of delighted 
customers, which in turn is connected to higher degree of loyalty. More delighted customers are 
also connected to increased customer retention (Johnston, 2004), which in turn explains financial 
performance (Johnston, 2000). Customer retention is also connected to higher level of loyalty 
(McMulland, 2005). Our literature review shows that there is a relationship between 
satisfaction/delight, increased loyalty, customer retention, and higher financial performance. The 
relationship can be visualized as in Figure 8: 
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Figure 8: Explanation of Financial Performance 

 
Figure 8 shows that customer satisfaction/delight, customer retention, and customer loyalty help 
explain financial performance. Since customer satisfaction/delight is the suggested outcome of 
successful service recovery and loyalty is connected to both customer retention and satisfaction 
we choose to focus on customer retention. If we can explain customer retention we are likely to 
have indications of loyalty, and more importantly, financial performance. Therefore, we have 
chosen to rely on Ang and Buttle’s (2006) study which tries to explain how customer retention 
outcomes are associated with customer complaint management processes. The reason for this is 
that this study is very recent and can help us answer our Research Question. Conclusively, we 
will rely on the findings of Ang and Buttle (2006) concerning customer retention following 
customer complaints: 
 

• Well-handled customer complaints increases customer retention; 
• Well-handled customer complaints makes customers less likely to switch; 

 
Our Research Questions focus on customer complaints; the first question brings up the cause of 
service recovery and the second question the effects of it. The questions therefore have a 
cause/effect relationship as shown in Figure 9. 
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RQ1: Cause of service recovery 
 
Rely on Levesque and McDougall 
(2000): 
 

 Level of severity. 
 Degree of criticality; 
 Apology; 
 Assistance; 
 Compensation; 
 Combinations of apology, 

assistance and compensation; 
 
Complemented by Cranage (2004) that 
the employee’s way of handling is 
important: 
 

 Accommodating 
communication style;  

 Be responsive to customers’ 
needs;  

 Show empathy; 
 Deliver fast recovery. 

RQ2: Effects of service recovery 
 
Rely on four determinants of  
word-of-mouth by Swanson and  
Kelley (2001): 
 

4. Extension of word-of-mouth 
(i.e. family, friends, 
acquaintances and others). 

 
 
Rely on Ang and Buttle (2006): 
 

 Well-handled customer 
complaints increases 
customer retention; 

 Well-handled customer 
complaints makes customers 
less likely to switch. 

 

1. Type of 
industry; 
2. Locus; 
3. Stability of 
the service; 
 

 
Figure 9: The cause and effect of service recovery 
 
Figure 9 shows how our Research Questions are related and shows a summary of the theories we 
intend to rely on. Theories supporting Research Question 1 brings up the cause or the foundation 
of the service recovery and Research Question 2 relies on theories concerning the effects of 
successful service recovery. The theory of Swanson and Kelley (2001) belong to both Research 
Questions. Their theory concerning that word-of-mouth is based on type of industry, locus and 
stability of the service therefore bring us from Research Question 1 to Research Question 2. The 
four determinants have been numbered and those belonging to both research questions are 
illustrated in the arrow. 
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33..  MMEETTHHOODDOOLLOOGGYY  
In the previous chapter, we chose which theories to rely on when conducting our research. In 
this chapter we will present the methods for our data collection. In each step, we will begin to 
bring up the different alternatives for collecting data to our research and continue by making 
a decision for which we will also give good reasons for our choice.   

33..11..  PPuurrppoossee  ooff  RReesseeaarrcchh  
Research can have three different motives; exploratory, descriptive, and explanatory (Yin, 
2003). According to Saunders, Lewis and Thornhill (2007), a research project can have more 
than one purpose. Further, they state that the purpose of the research may change over time 
(ibid). 
 
A study is exploratory when the means of it is to investigate what is happening, seek new 
insights and review situations and phenomena in a new light (Saunders et al., 2007). It can 
further be viewed as the activities of an explorer; therefore it is a great advantage if the study 
is flexible and adaptable to changes (ibid). Also, the researcher of an exploratory study must 
be willing to change directions if this is the result of new data findings. Saunders et al. (2007) 
claim there are three ways of conducting an exploratory study; 
 

1. Literature search; 
2. Interviewing people who are experts in the particular field; 
3. Interviewing focus groups. 

 
Even though it is of great importance to be flexible in an exploratory study, Saunders et al. 
(2007) state that this does not mean there should be an absence of direction and this is 
important to keep in mind when conducting research with this type of purpose. 
 
Our thesis is explanatory since we have investigated the phenomena of service failure. As 
researchers we have also been open to new insights and the possibility of new data changing 
the course of the study. However, after performing the literature search we performed six 
separate interviews instead of a focus group since we suspected that a focus group would have 
hindered the respondents from revealing important details. We took in consideration that not 
all people would be comfortable in revealing their personal thoughts concerning other 
people’s behavior and how it affected them. 
 
Further, Wiedersheim and Eriksson (1987) state that the main goal of a descriptive study is to 
describe an accurate description of a person, a certain incident or a situation. Important for 
this study is to already have a clear picture of the phenomena that will be studied before data 
is collected on it. According to Wiedersheim & Eriksson (1987), it is essential to have a 
starting point and to choose what to you wish to describe, for example a certain perspective, 
level, observation or an aspect of what you wish to study. Further, it is important to precise 
what the description will be used for in order for it to be a good basis for explaining, 
predicting and deciding. (Wiedersheim & Eriksson, 1987) 
 
In our thesis we are primarily descriptive and have described the variables and concepts of 
service recovery in detail. We have described employee behavior, what caused the service 
failure and how the employee recovered after the failure. Further, we chose to describe solely 
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the customer aspect on service recovery in order to present their perspective on the 
phenomena.  
 
Finally, an explanatory study is used to be able to establish causal relationships between 
different variables (Saunders et al., 2007). Here the emphasis lies on studying a specific 
situation or a problem to be able to identify the relationship between the chosen variables 
(ibid). To conduct an explanatory study it is useful to start with several starting points of 
different kinds and later precise these and explain for what and whom they will be studied on 
(Wiedersheim & Eriksson, 1987). 
 
In addition to being exploratory and descriptive we are also explanatory in our thesis since we 
look at the cause-effect relationship between our research questions. A thorough explanation 
of the relationship was primarily done in the chapters of data analysis and findings and 
conclusions. 

33..22..  RReesseeaarrcchh  AApppprrooaacchh::  QQuuaalliittaattiivvee  
Data can be either quantitative or qualitative; quantitative data consist of quantifiable 
variables (i.e. numbers) whereas qualitative data are empirical (Wiedersheim-Paul and 
Eriksson, 1997). According to Denscombe (2000), the distinction between qualitative and 
quantifiable concerns the handling of the data and not the overall research approach. 
Nevertheless, most researchers do not limit themselves to only one approach but also use 
certain aspects of the approach not chosen as well (ibid). What was of interest to our study 
was qualitative research since it is focused on words; the data is primarily non-quantifiable 
and the conclusions are drawn from e.g. attitudes, values, and perceptions (Ibid). This gave us 
the opportunity to describe and analyze people’s satisfaction and purchasing habits. Further, 
since our study was a small-scale research (containing six interviews), the qualitative 
approach was better suited (Denscombe, 2000). Another significant reason why we chose the 
qualitative approach is because we wanted to study the connection between different variables 
and see how they depend on each other rather than isolate the variables and study them one at 
a time. (Denscombe, 2000) 

33..33..  RReesseeaarrcchh  SSttrraatteeggyy::  CCaassee  SSttuuddyy  
Research strategy can take the form of experiment, survey, archival analysis, history, and case 
study (see Table 1).  
 

Strategy Form of Research 
Question 

Requires Control of 
Behavioral Events 

Focuses on Contemporary 
Events 

Case Study How, Why? No Yes 

Table 1: Relevant Situations for Different Research Strategy 
SOURCE: Adapted Yin, 2003, p5 
 
We chose case study for our strategy based on three criteria; form of research questions, 
control of behavioral events, focus on contemporary events (ibid). Yin (2003) argues that a 
case study is to prefer when they take the form of how, which they do in this thesis. We had 
no need to control behavioral events which would have given emphasis to an experiment 
rather than case study and finally, our research focused on contemporary events which are 
suitable in a case study (ibid). Denscombe (2000) recommends case studies when 
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relationships and processes are to be studied, which was the aim of our research. Due to time 
limitations multiple or cross case analyses were not options but a single case study provided 
us with the opportunity to find out how and why the different service recoveries affected 
customers’ feeling of satisfaction and their ability to return and communicate word-of-mouth. 

33..44..  DDaattaa  CCoolllleeccttiioonn  MMeetthhooddss::  IInntteerrvviieewwss  
The most common sources of evidence for case studies are documentation, archival records, 
interviews, direct observation, participant-observation, and physical artifacts (Yin, 2003). We 
have chosen to perform interviews in order to collect the data desired for our study. The 
interview is targeted and insightful; it focuses directly on the case study topic and provides 
perceived causal inferences (ibid). According to Yin (2003), the interview is one of the most 
important sources for data and in comparison to surveys they tend to be guided conversations 
rather than structured queries (ibid). Further, Yin (2003) suggests that interviews should 
follow the line of inquiry and ask the questions in an unbiased manner. During the interviews 
we used recording devices in order to be able to go back and hear the answers a second time. 
Before making the recordings we made sure that the respondent was comfortable in being 
recorded and that we could handle the technique of the recording device. Further, we also 
took notes while listening carefully to the respondent in order to follow the conversation 
carefully. The precautious act concerning recording was done according to Yin’s (2003) 
recommendations. 
 
Interviews that are of an open-ended nature give the researcher an opportunity to ask the 
interviewees about facts of a matter and their opinions about events (Yin, 2003). The 
interviewee may also provide own insights into certain occurrences or suggest other persons 
of value to be interviewed. When the respondent can answer these questions, he is more of an 
“informant”. (Yin, 2003) 
 
Another type of interview is a focused interview in which a respondent is interviewed for a 
short period of time, e.g. an hour. These interviews may also be open-ended and have a 
conversational approach, but the questions are more tied to a case study protocol than in the 
former type of interview. In the focused interview, the goal might be to support specific facts 
which have already been established. The words must be chosen carefully in order to appear 
naive about the topic and allow the respondent to give up fresh remarks. (Yin, 2003) 
 
The last form of interviews is more like a survey which has extensively structured questions 
(Yin, 2003). This interview method would provide data that is quantitative rather than 
qualitative which does not suit our research approach. This is why we chose to perform a 
focused interview, since it allowed us to make interviews that followed a structured interview 
guide (see Appendix 1) and receive fresh information on service recovery from a customer’s 
point-of-view.  
 
Denscombe (2000) states that interviews one-on-one have high efficiency since the researcher 
has full control over the response frequency. This is why we chose to do the interviews in 
person rather than over phone or through other communication channels.  

33..55..  SSaammppllee  SSeelleeccttiioonn  
In this section we present the selected industry and the respondents of the interviews 
performed. 
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33..55..11..  SSeelleeccttiioonn  ooff  IInndduussttrryy  
The literature reviewed in the previous chapter treated cases and surveys in the service sector; 
hospitals, restaurants, airlines etc. The intention of this thesis was to find out if the theory was 
applicable even in other sectors where the service was only one part of the product. We did 
our sample selection based on two criteria; it was interesting to us and different from previous 
studies. We decided to conduct a case study on customers belonging to the consumer 
electronics industry such as consumers of mobile phones, digital cameras, computers, and 
televisions. Customers purchasing these goods are particular and it is often important that the 
product function without flaws. The products are often expensive, which gives the customer 
another reason to complain. We have the opinion that despite the fact that the primary failure 
originates from the good that was purchased, we believe that it is also a service failure since 
the employee (and the retailer in question) has provided a form of service, which was not 
satisfactory to the customer. We imply that this is a form of service failure similar to those of 
the service industry. 

33..55..22..  SSeelleeccttiioonn  ooff  RReessppoonnddeennttss  
We based the interview respondents on their experiences in service recovery within the 
industry. Denscombe (2000) recommends researchers to choose respondents that fit the 
sample categories the best. We have chosen to get response from three women and three men 
in order to get a fairly representative result. The respondents were chosen carefully in order to 
be representative for a larger group of customers; the customers differed demographically by 
age, gender, and occupation. We imply that this selection is diverse enough to represent a 
broad customer base for the consumer electronics industry. Men and women in the age of 20-
40 is a target group not only for consumer electronics but also for other industries. Their 
opinion on service recovery should therefore be of interest to companies of other industries. 

33..66..  AAnnaallyyssiiss  ooff  DDaattaa  
To address the initial intention of a study a data analysis has to be made by examining, 
categorizing, tabulating, testing, or in other ways recombining the qualitative evidence (Yin, 
2003). According to Miles & Huberman (1994) words are used most of the time when 
analyzing data. Miles & Huberman (1994) discuss two different kinds of displays; within-
case, and cross-case displays. The display is a form of visually presenting the information 
systematically for the researcher to be able to draw valid conclusions and take necessary 
actions (ibid). A within-case study was the option that suited our study since the collected 
data was compared to previous theory in order to recognize possible similarities and/or 
differences.  
 
According to Miles and Huberman (1994) there are three activities when analyzing data. The 
first one is reducing and transforming the data through selection, summary, paraphrasing, or 
through being subsumed in larger patterns (ibid). Second, the reduced data is displayed in a 
way to make it easier to draw conclusions (ibid). Third, the data is interpreted by noticing 
regularities, patterns, explanations, possible configurations, casual flows, and propositions 
and thereby draw conclusions (ibid). To assist the understanding and analysis of our data we 
used this three step process. 
 
When analyzing a case study one of the most advantageous techniques is using a pattern-
matching logic (Yin, 2003). This technique compares the empirically found pattern with one 
or several predicted patterns (ibid). When analyzing the data from our study we used the 
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pattern-matching logic to compare our data with the theories presented in chapter two. The 
analysis is a within-case analysis since we compared our data to selected theories. 

33..77..  QQuuaalliittyy  SSttaannddaarrddss    
The quality of a research design can be judged by performing certain logical tests. The tests 
include the concepts as; trustworthiness, credibility, ability to confirm, and data dependability 
(Yin, 2003). According to Yin (2003) four tests can be used to establish higher quality of the 
research: 
 
 
 

• Construct validity: establishing valid operational measures for the studied concepts; 
• Internal validity: (primarily for explanatory and causal studies) creating a causal 

relationship, where relationships distinguish why certain conditions lead to other 
conditions; 

• External validity: determining the ability to generalize the findings of a study; 
• Reliability: Demonstrating the possibility to re-do the operations of a study. 

 
Further, Yin (2003) presents a summary of case study tactics that should be considered for 
case-studies presented in table 2: 
 
Tests Case Study Tactics Phase of research in which 

tactic occurs  

Construct Validity • Use multiple sources of 
evidence 

• Establish chain of 
evidence 

• Have key informants 
review draft case study 
report 

Data collection 
 
Data collection 
 
Composition 

Internal Validity • Do pattern-matching 
• Do explanation-building 
• Address rival explanations 
• Use logic models 

Data analysis  
Data analysis 
 
Data analysis 
 
Data analysis 

External Validity • Use theory in single-case 
studies 

• Use replication logic in 
multiple-case studies 

Research design 
 
Research design 

Reliability  • Use case-study protocol  
• Develop case study 

database 

Data collection 
 
Data collection 
 

Table 2: Case Study Tactics for Four Design Tests 
SOURCE: Yin, 2003, p 34 

33..77..11..  CCoonnssttrruucctt  VVaalliiddiittyy  
Yin (2003) states that using multiple sources of evidence increases the construct validity of a 
thesis. According to Yin (2003) the construct validity has been improved by us using six 
interviews in comparison to a single interview for data collection, however the lack of 
triangulation reduces our construct validity. We have followed a chain-of-evidence tactic to 
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help the reader follow our decisions and conclusions which increases the construct validity of 
our thesis (Yin, 2003). The chain-of-evidence was implemented in order to get the reader to 
more easily follow our discussion concerning variables that affect or do not affect service 
recovery.   

33..77..22..  IInntteerrnnaall  VVaalliiddiittyy  
When using the pattern-matching technique (that we mentioned earlier in this chapter) the 
internal validity of a case study can be strengthened if the patterns match (Yin, 2003). We 
compared the empirical data to the patterns found in previous study in order to increase the 
internal validity and build theory with our own findings. We also used the three step process 
presented in chapter 3.6 Analysis of Data in order to draw more accurate conclusions in the 
findings and conclusions chapter.  
 
Our research questions are in a cause-effect relationship, which means that there is a 
relationship between Research Question 1 and Research Question 2. As investigators we may 
have made inferences concerning how word-of-mouth and retention are results from a specific 
service encounter. We have to consider that these factors might be affected by other events 
and previous experience of the customer and this might have reduced the internal validity 
(Yin, 2003). However, we have been open for rival explanations (Yin 2003) when asking the 
respondents to add commentaries in the end of the interviews.  
 
To avoid misunderstandings we chose to both write down and record the interviews and 
thereby increase the validity. The validity is also raised by interviewing face to face, since 
direct contact during an interview means that the data can be verified regarding relevance and 
correctness during the data collection (Denscombe, 2000). The interviews were made in both 
Swedish and English. The interviewees could if they wanted to answer the questions in 
Swedish (their mother tongue) to explain something more thoroughly. We translated all the 
answers into English and this may have reduced the internal validity due to poor translation. 
However, we believe that the answers received in Swedish is more valuable to our study than 
if we would only accept answers in English since the interviewee could give a more 
illustrative answer in their mother tongue.  

33..77..33..  EExxtteerrnnaall  VVaalliiddiittyy  
The problems with interviews that are verbal reports are that they have the weaknesses of 
bias, poor recall, and poor or inaccurate articulation (Yin, 2003). These factors may have 
reduced our external validity. However, Yin (2003) states that using theories from previous 
studies increases external validity. Our literature review has guided us in the area and helped 
us to formulate questions for the interview guide which has increased the external validity of 
the report. In our thesis we have supported, falsified and built theory which has given more 
insights to the research area. 
 
The question of whether or not our sample selection holds a high external validity is difficult 
to argue about. We imply that successful service recoveries for other industries selling similar 
products to consumer electronics are likely to perceived in the same way among customers. 
The group of respondents we selected differed from each other in demographic features in 
order for us to capture the general opinion of the customers. We claim that this has affected 
our external validity to a large extent. 
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33..77..44..  RReelliiaabbiilliittyy  
If the errors and biases in a study are minimized the goal of reliability is reached (Yin, 2003). 
Since we made face to face interviews it is fair to assume that we could have affected the 
result, resulting in bias. The conclusions drawn from the interviews may be interpreted in a 
different way if made by someone else. According to Denscombe (2000) the criteria for 
reliability is whether the research tools are neutral and if they would give the same results at 
another time in other studies used on the same object (Denscombe, 2000). Denscombe (2000) 
argues that in qualitative research the researcher is an integrated part of the study and may 
affect the outcome of the study (ibid). Further, the reliability may be lowered by the fact that 
neither a case study protocol nor a case study database has been developed (Yin, 2003). This 
would have helped future researchers to conduct a case study that could repeat the procedures 
and arrive at similar results (ibid). We further imply that since our thesis is a within-case 
analysis, comparing empirical data to previous studies, it improves the reliability. However, a 
semi-structured interview guide helps future researchers collect similar data to those we 
collected.  
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44..  EEMMPPIIRRIICCAALL  DDAATTAA  
In the previous chapter, we presented that our data was collected through interviews in a 
within-case study. In this chapter, the data collected through six interviews following the 
interview guide will be presented in detail. 
 
The data for Research Question 1 and 2 was collected through six independent interviews. 
The respondents were three male and three female in the age range 20 to 40, representing a 
group of customers with high level of consumption. First we presented our area of research to 
them and further asked them the questions from the interview guide (see Appendix 1). The 
customers can be described as follows: 
 

• Female 25: The respondent works as a caretaker of disabled people. She has a 
Bachelor’s Degree in psychology and is the mother of a small child. She comes from 
Norrbotten County and has lived in Lulea all her life. Issue: a mobile phone, bought 
from an independent retailer. 

 
• Male 28: The respondent works as a PHD student and is married without children. He 

comes from Norrbotten County and has lived in Lulea all his life. Issue: a mobile 
phone bought from an independent retailer. 

 
• Male 40: The respondent is practicing at a computer firm. He has a Bachelor’s Degree 

in computer science and is the father of five children. He is married and has lived in 
Norrbotten County since he immigrated to Sweden in 1987. Issue: a GPS-receiver, 
bought from an independent retailer. 

 
• Female 30: The respondent is an economy student and is the mother of a 10-year-old. 

She is unmarried and comes from Norrbotten County and has lived there all her life. 
Issue, a wireless phone bought from an independent retailer. 

 
• Male 24: The respondent is an economy student and is unmarried and without 

children. He comes from Skane County and lives in Lulea at the moment. Issue: a 
mobile phone, bought from an independent retailer.  

 
• Female 23: The respondent is an economy student, and is unmarried without children. 

She was born in South America and came to Sweden at the age of four. She has lived 
in Norrbotten County since she immigrated. Issue: a digital camera bought from an 
independent retailer. 

44..11..  DDaattaa  oonn  SSeerrvviiccee  RReeccoovveerryy  SSttrraatteeggiieess  
Concerning how severe the service failure was most of the respondents answered that the 
products were not functioning satisfactory or were not functioning at all. All respondents have 
therefore brought up the more severe service failure e.g. denial. Male 40 said the GPS-
receiver he purchased had defect software. Female 23 had a flash defect in her digital camera. 
 
The third question we asked was how critical the purchase was to the customer. According to 
Female 25 and Female 30 the purchase was somewhat important/critical. The other four 
respondents considered the purchase to be very important/critical. For Male 40 it was a highly 
critical purchase because he will go on a car trip through Europe and needs reliable 
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information to be able to navigate correctly and find hotels at night. For Female 30 it was not 
so much critical as inconvenient, she had access to other phones but wanted the wireless 
phone to work. Male 24 considered the purchase to be very important/critical since a 
functioning mobile telephone is necessary for him in his everyday life. Female 23 experienced 
the purchase as very important because a functioning digital camera was a necessity for her 
while going abroad. 
 
Regarding what the company did to recover after the failure, i.e. what service recovery 
strategy they used, Male 28 and Male 24 received an oral apology. The other four did not 
receive any apology but Female 25 said the employee used an apologizing tone during the 
encounter. All the customers were assisted. Female 25 and Male 24 got their mobile 
telephones repaired and the other customers got their products replaced. Male 28 received a 
temporary mobile telephone during the repair, to minimize the inconvenience. Male 24 was 
compensated by receiving free minutes (telephone calls without any charge) and reduced 
charge of the monthly fee for a couple of months but only after suggesting to the company 
that he should be compensated and what form of compensation he wanted. The company itself 
did not suggest any compensation to the customer.  
 
Regarding how the employee handled the situation all of the respondents declared that the 
employee had been helpful. Female 25 explained that the employee lacked a positive 
approach towards her. Male 28 evaluated the employee as kind with a positive approach. It 
was also mentioned that the promises made concerning the defect mobile phone were kept. 
Male 28, Male 40 and Female 23 answered yes on the question if the employee had shown 
empathy and all respondents experienced that the employees were helpful. Male 40 also 
experienced that the recovery was fast and that the customer was not questioning him. Female 
30 declared that the employee had a medium level of involvement but also ha a kind 
approach. Female 25 declared that the employee had been slow and had a low level of 
engagement. Male 24 and Male 28 stated that the employees were slow but helpful and 
responsive to their needs whereas Female 23 experienced that the employee in question had 
been kind, responsive to her needs and delivered fast recovery. Female 30 also experienced a 
fast recovery of the service failure.  
 
When answering the question on how important the employee behavior was in the specific 
encounter four of the respondents answered “very important”, two of them male and two 
female. Female 30 complemented by claiming that it is always important in a service 
recovery, no matter severity or criticality. Female 23 agreed with Female 30 that employee 
behavior is important in every encounter; she wanted to feel respected and taken seriously 
when making a complaint. Male 40 continued by claiming that the employee behavior was 
important for future purchases. Male 24 felt that the employee’s behavior was very important 
for him in order to become satisfied and that the behavior showed whether the employee was 
acting professional or not, which he felt the employee did in this particular encounter. Female 
25 answered that the employee behavior was somewhat important but not essential in the 
specific situation and Male 28 stated that the employee behavior was unimportant as a part of 
the service recovery, but somewhat important for his mood. What Female 25 and Male 28 
received was more important than how the service was provided. Further, all customers stated 
that the service was perceived as stabile and that the fault was put on an external part 
(external locus); the manufacturer was responsible for the defect technique products.  
 
When asking if anything would have made the service recovery more satisfying, Male 28 and 
Male 24 answered that they would have appreciated if the service recovery had gone faster. 
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Female 25, Female 30 and Male 40 were satisfied and would not have required anything more 
or different than what they received. Female 23 got her expectations exceeded by the service 
provider and claimed that she would not have expected anything more. 

44..22..  DDaattaa  oonn  BBeenneeffiittss  ooff  SSeerrvviiccee  RReeccoovveerryy  
Concerning positive word-of-mouth, the customers told an average of five to six people. 
However, Female 25 did not tell anyone about the experience and Female 23 told 17 people 
about the service failure and recovery. The relationships that the respondents had with the 
ones they told were mainly friends and family. Female 23 was the only respondent who told 
the story to acquaintances besides friends and family. Male 28 told one friend and three 
family members about the experience and Female 30 told more friends than family members. 
Male 24 only told friends about the service recovery whereas Male 40 only told family 
members about the experience, he also said that he had not had the opportunity to mention 
this to others outside the family because it recently happened and there had been a holiday. 
Female 23 told more friends and acquaintances about the experience than she told family 
members. The reason for this extensive word-of-mouth was that she told people about her 
positive experience in a social gathering with acquaintances and friends.  
 
Our third concept was concerning customer retention and we asked our respondents if they 
still are customers at the company in question. All our respondents answered “yes”. Female 
25 is partly a customer today. She said that based on this experience she would consider going 
back but other situations before affects her return. Male 40 answered that because of the fast 
service recovery he received by the company, he was a loyal customer now more than before. 
Female 23 said she was still a customer at the company in question but that she purchases 
elsewhere if the prices are lower at another company. 
 
Regarding the customer’s decision to return after the service recovery all our interviewees 
said it had been positively affected and female 25 was affected to a large extent. Every 
encounter affects the decision to return and this encounter affected future retention positively, 
she said. Male 28 said the employee’s behavior made him feel more positive while Male 40 
said  it made him feel more secure purchasing there again because he knew that he would be 
well taken care of as a customer in case there would be problems with purchased products in 
the future. Female 23 was positively affected to return because she considers it important to 
be able to get assistance after a complaint and the company in question assisted her well. 
 
Regarding the retention rate we asked the interviewees whether they shop more frequent or 
less at the company in question. Four out of six customers answered they shop as frequent as 
before the service recovery. Female 25 answered less frequent while Male 24 answered more 
frequent than before. Female 23 declared that she shop as frequent as before, this because she 
does not have a higher need than before to purchase this type of products from the company in 
question. 
 
The last question we asked our interviewees was whether or not they are less willing to switch 
companies after the service recovery. Five out of the six interviewees answered no and only 
Male 40 answered that he nowadays considers the company in question before its competitors 
when planning a purchase. Male 28 would not go there only because of the service, but it 
helps in the determination of which retailer to turn to. Female 23 answered that even though 
good service is very important, location and price are as important, if not more important, 
factors for her. 
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55..  DDAATTAA  AANNAALLYYSSIISS  
In the previous chapter we presented the empirical data collected from six interviews and in 
this chapter we will compare that data with the conceptual framework developed in chapter 
two. We will begin by conducting a within-case analysis where we compare our conceptual 
framework with our data to recognize possible similarities and differences. The reduced data 
will be displayed to make it easer to find patterns and notice regularities from our data 
collection. 

55..11..  SSeerrvviiccee  RReeccoovveerryy  SSttrraatteeggiieess  
The reduced data collected for Research Question 1 is presented in table 3: 

Respondents Female 25 Male 28 Male 40 Female 30 Male 24 Female 23 

Somewhat 
Critical 
Purchase 

Very 
Critical 
Purchase 

Very 
Critical 
Purchase 

Somewhat 
Critical 
Purchase 

Very 
Critical 
Purchase 

Very 
Critical 
Purchase 

SERVICE 
RECOVERY, 

WHAT 

-No apology 
-Assistance 
only 
-Replaced 
product 
 

-Oral apology 
-Assistance  
-Replaced 
product 
-Borrowed 
phone 

-No apology 
-Assistance 
-Replaced 
product 

-No apology 
-Assistance 
-Replaced 
product 
 

-Apology 
-Assistance 
-Compensat-
ion (free 
minutes and 
reduced 
monthly fee) 

-No apology 
-Assistance 
-Replaced 
product 

-Helpful 
-Not very 
positive 
-Low 
engagement 
-Slow 

-Helpful 
-Kind 
-Showed 
empathy 
-Positive 
-Made 
promises and 
kept promises 
-Slow 

-Helpful 
-Not 
questioning 
-Showed 
empathy 
-Fast recovery 

-Helpful 
-Kind 
-Medium 
involvement 
-Fast recovery 

-Slow  
-Helpful 
-Responsive to 
customer 
needs 

-Friendly 
-Helpful 
-Responsive to 
customer 
needs 
-Showed 
empathy 
- Fast recovery

SERVICE 
RECOVERY, 

HOW 

-Employee’s 
attitude was 
somewhat 
important 

-Employee’s 
attitude was 
unimportant  

-Employee’s 
attitude was 
very important

-Employee’s 
attitude was 
very important

-Employee’s 
attitude was 
very important 

-Employee’s 
attitude was 
very important

LOCUS 

Partly the 
manufacturer’s
, partly the 
customer’s 
fault 

The 
manufacturer’s 
fault. 

The 
manufacturer’s 
fault 

The 
manufacturer’s 
fault 

The 
manufacturer’s 
fault 

The 
manufacturer’s 
fault 

STABILE 
RECOVERY Yes, stabile Yes, stabile Yes, stabile Yes, stabile Yes, stabile Yes, stabile 

 
Table 3: Data reduction for Research Question 1 
 
Levesque and McDougall (2000) pointed out two levels of severity as it concerns service 
recovery; delay and denial. All of the service failures presented by the respondents was high 
in severity; the products were partly or totally defect. The respondents could choose which 
encounter they wanted to present and all of them presented situations where they were denied 
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functioning products and had to return to the retailer to get it displaced or repaired. The reason 
why all of the respondents chose to present service recoveries after a denial might be that it is 
the most severe core service failures that the customers remember. 
 
Levesque and McDougall (2000) introduced degree of criticality in their study. Our six 
respondents evaluated the criticality of the service which was connected to the importance of 
the products, in all of the cases. The two respondents valuing the service failure as somewhat 
critical were female and all male respondents and one female found the service failure very 
critical.  
 
Levesque and McDougall (2000) pointed out three types of service recovery strategies; 
apology, assistance, and compensation. According to Levesque and McDougall (2000) 
apology only is the lowest form of service recovery and should always be offered in order to 
recover successfully. Through our interviews we found out that only two out of the six 
respondents received an apology in their individually selected service-failure situation. 
Despite the lack of apology, the respondents experienced an overall satisfaction after the 
encounter. One of the respondents felt that the employee’s attitude had an apologizing 
approach and therefore the apology itself was not essential. 
 
All respondents got assistance as a recovery after service failure and Male 24 got 
compensation together with assistance, but only after requesting it it. Levesque and 
McDougall (2000) also state that offering both assistance and compensation has 
insignificantly increased effect on loyalty intentions in comparison to providing either one. 
This theory is not supported by Male 24, since he requested compensation after receiving 
assistance. Since Male 24 insisted on receiving a combination of assistance and compensation 
we got the impression that this was essential for his level of satisfaction/loyalty intentions. 
The other respondents did not mention compensation even when asked if anything would 
have increased their satisfaction with the service recovery. However, the male respondent 
requiring compensation after receiving assistance is likely to have been dissatisfied with 
assistance only. In addition we found no support for Levesque and McDougall’s theory 
stating that apology in combination with apology has most positive effect on loyalty 
intentions in high-criticality situations. Our data give no support for either apologies or 
compensation when the situation is critical, or that a combination of the two is superior to 
assistance; none of the respondents mentioned that compensation with apology would have 
increased their level of satisfaction. 
 
Levesque and McDougall (2000) state that apology in combination with compensation has 
most positive effect on loyalty intentions, in high-criticality situations. This was not supported 
by the majority of our respondents. Male 40, Male 28, Female 25, Female 30 and Female 23 
did not mention compensation when we asked if something would have made them more 
satisfied (loyal). Male 40 found the service to be optimal and would not have wanted anything 
besides assistance. 
 
Further, Levesque and McDougall (2000) argue that there is little difference between 
assistance and compensation and their effect on future intentions, regardless of severity. The 
severity for all cases was high and all of the respondents got assistance and none of the 
respondents received compensation only. The difference between assistance and 
compensation is not revealed in our data collection; however the support for assistance as a 
recovery strategy is high. 
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Cranage (2004) presented four different employee attitudes that affect satisfaction including 
accommodating communication style, responsiveness to customers’ needs, empathy, and 
deliver of fast recovery. All respondents announced that the employees had an 
accommodating communication style by claiming that the employees were helpful. Female 23 
and Male 24 stated that the employees were responsive to their needs whereas Female 25 and 
Female 30 experienced low and medium involvement/engagement. This implies that the 
employees were not very responsive to the customer’s needs in the encounters. Male 28, Male 
40, and Female 23 declared that the employees showed empathy and the other respondents did 
not experience empathy at all from the employees. Concerning the delivery of fast recovery 
Male 40, Female 30, and Female 23 received it, whereas the rest found the service recovery 
slow. Other attitudes that were mentioned were kindness (Male 28, Female 30), friendliness 
(Female 23), positive/negative approach (Female 25, Male 28), and reliability (Male 28). We 
interpreted that the employee showed reliability by keeping the promises that were made to 
Male 28.  
 
The attitudes and manners contributed to satisfaction among the majority of our respondents. 
These respondents valued the employee’s behaviors and attitudes as high. The attitudes are 
similar to those that Cranage (2004) presented. We add kindness and friendliness as important 
employee attitudes to the list. One respondent also mentioned that the employee was not 
questioning him, which was positive.  
 
Levesque and McDougall (2000) ruled out the employee aspect in their study but found that 
the employee behavior can explain a lot concerning customer’s loyalty intentions. Four of our 
respondents, two male and to female, declared that the employee’s attitude was very 
important as a part of the service recovery. Male 28 declared that because the employee had a 
positive attitude his mood was stabile, but he claimed that the employee attitude was 
unimportant in the recovery itself. Female 25 stated that the employee attitude was somewhat 
important, but it was secondary in comparison to the assistance she received.  
 
The respondents who perceived the employee behavior to be very important claimed that this 
was essential for different reasons. Male 40 stated that the employee behavior was important 
for his future intentions to return, whereas male 24 insisted that employee behavior in a 
service recovery situation has to be professional. Female 30 added that employee behavior is 
important in every situation, no matter how severe or critical the failure is. Female 23 agreed 
with Female 30 that employee behavior is important in every encounter; she wanted to feel 
respected and taken seriously when making a complaint. 
 
Swanson and Kelley (2001) presented four determinants of word-of-mouth; type of industry, 
locus, stability of service, and extension of word-of-mouth. The industry is consumer 
electronics and all our data explaining word-of-mouth is representative for that industry only. 
The locus differed slightly between the respondents. All respondents claimed that the blame 
was put on an external part, in this case the manufacturer. Female 25 claimed that the fault 
was partly the manufacturer’s and partly her own; she blamed herself for not handling the 
mobile phone with care and the manufacturer for making a fragile product. When it came to 
stability of service, all respondents announced that the service was perceived as routine and 
that the service was stabile. Extension of word-of-mouth will be treated in the following 
section; benefits of service recovery. 

55..22..  BBeenneeffiittss  ooff  SSeerrvviiccee  RReeccoovveerryy  
The reduced data collected for Research Question 2 is presented in table 4: 

 
 

32 



   Data Analysis 

Respondents Female 25 Male 28 Male 40 Female 30 Male 24 Female 23 

0 people 4 people 5 people 8 people 4 people 17 people 

WORD-OF-
MOUTH 

0 Family: 3 
Friends: 1 Family: 5 Family: 3 

Friends: 5 Friends: 4 

Family: 5 
Friends: 6 
Acquaint-
ances: 6 

Partly still a 
customer 

Yes, still a 
customer 

Yes, now 
more than 
ever 

Yes, still a 
customer 

Yes, still a 
customer 

Yes, still a 
customer 

It positively  
affected the 
decision 

Positively; 
Comfortable. Positively   Positively Positively Positively 

Now, less 
frequent 
visits 

Now, the 
same 
frequency 

Now, the 
same 
frequency 

Now, the 
same 
frequency 

Now, more 
frequent 
visits 

Now, the 
same 
frequency 

CUSTOMER 
RETENTION 

Not less 
willing to 
switch 

Not less 
willing to 
switch 

Yes, less 
willing to 
switch 

Not less 
willing to 
switch 

Not less 
willing to 
switch 

Not less 
willing to 
switch 

 
Table 4: Data reduction for Research Question 2 
 
Swanson and Kelley (2001) argued that the benefit of handling customer complaints and 
thereby reducing the number of lost customers is the increasing number of positive word-of-
mouth from recovered customers. All our respondents, except Female 25, spread a positive 
word-of-mouth after the service recovery which is in accordance with Swanson and Kelley 
(2001). 
 
Swanson and Kelley (2001) also claimed that customers spread word-of-mouth to families 
before friends and friends before acquaintances. Our results show that there are differences in 
the replies from our respondents. Only two of the respondents support this fact; Male 28 and 
Male 40 told more family members than friends and no acquaintances. Male 24 spread word-
of-mouth only to his friends about the positive outcome of the service recovery. Female 23 
told more friends and acquaintances than family members and Female 30 told more friends 
than family members but no acquaintances.  
 
The wide spread of answers show there is no agreement with Swanson and Kelley’s statement 
that customers are more likely to tell family members before friends and acquaintances. This 
is true for the industry consumer electronics, and when the locus is an external part (the 
manufacturer) and when the service was perceived as stabile. Swanson and Kelley also found 
that when locus is the customer himself, he is not willing to spread word-of-mouth in the 
same extent as if the locus was someone else. Female 25 is an example of such a customer 
since she was partly responsible for the defect phone. This can explain why Female 25 did not 
engage in word-of-mouth; she put a part of the locus on herself. An explanation to Female 
23’s extensive engagement in positive word-of-mouth is likely to relate to the fact that she 
was more than just satisfied with the service recovery; her expectations were exceeded. 
 
The fourth theory we have relied on is Ang and Buttle’s (2006) theory on customer retention 
and its connection to customer complaint management.  The authors argue that customer 
retention is accomplished by companies if they handle customer complaints in a good way 
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(ibid). We asked our respondents whether or not they have continued to purchase at the 
company in question and how often. All the respondents answered that they are still 
customers and everyone except Female 25 answered that they purchase as frequently or more 
frequently than before at the company in question. Thus, our data is in accordance with Ang 
and Buttle (2006); customer retention is positively connected with good complaint 
management. This is strengthened by the fact that all our respondents experienced that the 
employee in question offered a stabile recovery and knew how to handle the situation. 
 
Ang and Buttle (2006) also stated that handling customer complaints in a good manner makes 
customers less likely to switch retailer. Five respondents stated that the encounter has not 
made them less likely to switch company. Only Male 40 is less likely to switch to competitors 
after the service recovery and claimed that “he is a customer, now more than ever”. In other 
words, Ang and Buttle’s statement does not agree with our data collection; only one out of six 
answers supported it.  
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66..  FFIINNDDIINNGGSS  AANNDD  CCOONNCCLLUUSSIIOONNSS  
In this final chapter we will present the conclusion and findings we found in the previous 
chapter when analyzing the data we collected, which will now help us answer our stated 
Research Questions. We will finish this chapter with our implications for theory, practitioners 
and for future research.  

66..11..  HHooww  ccaann  tthhee  HHaannddlliinngg  ooff  SSeerrvviiccee  RReeccoovveerryy  bbee  DDeessccrriibbeedd??  
In order to turn a dissatisfied customer satisfied there are several service recovery strategies 
that companies can use. We have identified the important factors in handling customer 
complaints after a core service failure; employee attitude and tools of recovery. We found that 
in a majority of the cases good employee behavior was regarded as very important. In the case 
where the employee behavior was unimportant for satisfaction, the replacement of the defect 
product had the highest priority for the customer.  
 
The findings imply that the employee aspect is important in every service recovery for both 
women and men; however, the importance might differ slightly. It is inconclusive whether 
employee attitude is more or less important when the service failure is critical and severe. 
However, the findings point towards employee attitude being more important in these service 
failures than when it is not critical and severe. The findings also point out that in the cases 
when employee attitude is considered important, an employee should be helpful, responsive to 
customers’ needs, show empathy, be kind or friendly, and deliver fast recovery.  
 
The tools of recovery, which have been studied, are apology, assistance, compensation, and 
any combination of the three. The results showed that apology is not necessary in order to 
recover successfully. Further, no connection was found between apologies and the importance 
of employee attitude; receiving no apology could still give a satisfying evaluation of the 
employee attitude. It was also noted by one respondent that an apologizing approach provided 
by the employee compensated for the lack of an oral apology. However, the reason why no 
apology was offered in the majority of the encounters might have to do with the fact that 
blame were put on an external part; the manufacturers of the products.  
 
All of the respondents got assistance as a recovery after the service failure and only one 
respondent received both compensation and assistance. The findings show no difference in 
satisfaction between offering only assistance or a combination of assistance and 
compensation. The findings give an evaluation of service recoveries involving assistance in 
situations that are severe. It is inconclusive if assistance is superior or equal in comparison to 
compensation in these situations, but the study implies that compensation cannot be superior 
to assistance since the respondents did not point out that compensation would have made 
them more satisfied with the service recovery. 
 
The following specific conclusions concerning Research Question 1 have been outlined: 
 

• Positive employee attitude is important in every service recovery; 
• Action speaks louder than words; positive employee attitude and behavior is 

more important than receiving an oral or written apology; 
• It is important that employees are helpful, responsive to customers’ needs, 

shows empathy, is kind or friendly, and delivers fast recovery in order to 
recover successfully; 
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• It is more important to deliver fast recovery to males than females but there are 
no other substantial differences between the genders when handling customer 
complaints successfully; 

• There is no obvious difference between offering assistance only or assistance 
in combination with compensation when the situation is severe and critical; 

• Compensation is not superior to assistance in high-criticality service failures. 

66..22..  HHooww  ccaann  tthhee  BBeenneeffiittss  ooff  SSeerrvviiccee  RReeccoovveerryy  bbee  DDeessccrriibbeedd??  
By providing successful service recovery a company can turn a dissatisfied customer satisfied 
and receive benefits from doing so. The benefits of successful service recovery selected for 
the conceptual framework in chapter two were word-of-mouth and customer retention. The 
findings show that positive word-of-mouth is spread by customers that have received a 
satisfying handling of their complaint.  
 
Regarding the extent to which word-of-mouth is spread, it was found that this vary 
extensively between customers. There are no significant evidence that customers are more 
likely to spread word-of-mouth to family before friends, and friends before acquaintances. 
The results show that there are no such patterns in the behavior of customers belonging to the 
consumer electronics industry. However, the findings show that locus can explain a 
customer’s will to spread word-of-mouth; if a customer puts part of the blame on oneself he 
or she is less likely to spread positive word-of-mouth. The results also point out that the level 
of satisfaction can explain word-of-mouth since a customer that has had ones expectations 
exceeded is more likely to make an act of positive word-of-mouth that goes beyond the 
average. 
 
Concerning the second benefit, customer retention, it was found that in most cases the 
customers stay and keep the same retention rate and in some cases successful service recovery 
may even increase the intention of purchases. However, it is an uncertainty whether or not the 
increase is significant. The reason for increased purchases seems to be connected to how well 
the employee handled the recovery, i.e. the employee attitude and stability of the service, 
rather than the assistance the customer received. Further, only little support was found that 
successful complaint-handling makes a customer less likely to switch. For a customer to 
become less likely to switch, several encounters have to be trialed. 
 
The following specific conclusions concerning Research Question 2 have been outlined: 
 

• Customers who are more than satisfied with the service recovery will engage in more 
positive word-of-mouth; 

• Customers satisfied with a service recovery spread positive word-of-mouth to 
approximately six people; 

• Customers are more likely to spread positive word-of-mouth to family and friends 
than to acquaintances. But since the relationship with friends can be just as close as 
with family, there are no significant differences between spreading word-of-mouth to 
friends or family; 

• Customers who are satisfied with a service recovery continue to purchase as 
frequently as before at the company in question; 

• Handling customer complaints successfully does not guarantee that customers become 
less likely to switch. 

 
 

36 



   Findings and Conclusions 

66..33..  IImmpplliiccaattiioonnss  aanndd  RReeccoommmmeennddaattiioonnss  
In this section we will present our implications for theory and managers based on what we 
found out in this thesis. We will also provide future researchers in the area with some 
recommendations. 

66..33..11..  IImmpplliiccaattiioonnss  ffoorr  TThheeoorryy  
The purpose of this thesis was to gain a deeper understanding on how companies can handle 
dissatisfied customers in order to make them satisfied. We have done this by exploring the 
area of our Research Questions by reviewing earlier literature concerning recovery strategies 
and benefits. Through our conceptual framework and the data collection, we have described 
how customer complaints are handled successfully and the positive effects of word-of-mouth 
and customer retention. We have continued to describe by comparing our data collected to 
previous studies and we have begun to explain the cause and effect relationship between our 
Research Questions by depicting the relationship between them. We have contributed to 
theory by extending existing theories to include industries outside the service industry since 
the area of this thesis was consumer electronics. However, many of these concepts should be 
considered for future research. 

66..33..22..  IImmpplliiccaattiioonnss  ffoorr  MMaannaaggeemmeenntt  
One of the concepts we have begun to explore is the connection between the employee 
attitude and customer retention. We found that there is a strong relationship between how 
employees treat customers after a service failure and the customer’s overall satisfaction with 
the service recovery. This is an important fact for companies to take into consideration when 
developing customer complaint processes. When developing employee training processes, the 
importance of the employee’s behavior during and after a complaint should be instructed with 
care. Some of our findings imply that a customer is satisfied with the service recovery if the 
employee had a positive attitude, e.g. kindness and helpfulness and found that these were 
more important for the customer satisfaction than an oral apology. Management should use 
this implication to retain customers and the better the employees perform the more positive 
word-of-mouth will be spread. We also imply that in order for this to be possible, managers 
need to look at customer complaints as a second chance to satisfy a customer and take 
advantage of this opportunity to make sure the customer returns to the company.  
 
In order to easier follow our implications for management we provide these specific 
suggestions: 
 

• Managers should educate employees in the handling of customer complaints and 
instruct them that it is more important to have a positive attitude than to offer 
apologies; 

• Do not offer compensation if it is not requested by the customer! Compensation can in 
many cases be offered without it being necessary and assistance is likely to be less 
costly and equal or more effective as a service recovery; 

• Managers should consider that the cost of one single service recovery has the gain of 
approximately six potential customers; the customer who is retained and the value of 
six new customers through positive word-of-mouth. 
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66..33..33..  RReeccoommmmeennddaattiioonnss  ffoorr  FFuuttuurree  RReesseeaarrcchh  
Through this study, we have gained a deeper insight on how companies can achieve 
successful service recoveries and the benefits in doing so, but there are some areas in which 
we believe more research is needed to fully understand the nature of recovering after a service 
failure:  

 

• Since our study was small and the selection of respondents for the interviews was 
selected in order to cover a large group of customers it was hard to make assumptions 
concerning specific segments. We would recommend future researchers of the area to 
specify the respondents who are similar in demography, e.g. women, students etc; 

• Future researchers could also extent to explore customers’ attitudes and backgrounds 
to see if these variables affect the service recovery. Different people have different 
needs and some people are harder to satisfy than others. Therefore it would be ultimate 
if companies could satisfy all customers but by using different means; 

• In our study we collected data on what the customer did in the service failure and then 
asked if the employee attitude was important. Future researchers should attempt to 
find out if some of the variables of employee attitude are more important than others; 

• Concerning word-of-mouth we found that the extent to which a customer chose to 
spread positive word-of-mouth could be explained by locus and satisfaction. We 
would recommend future researchers to look into the relationship between customer 
satisfaction/delight and word-of-mouth; 

• We did some research on the phenomenon of word-of-mouth and found that the 
spreading of word-of-mouth is a benefit for companies.  However, we would 
recommend a closer study on what effects the spreading of positive word-of-mouth 
have on a company’s image and how this in turn affect a company’s profit and 
customer base;  

• Since we focused on the industry of consumer electronics we recommend future 
researchers to study whether or not the same results may be found in other industries 
as well;  

• This thesis focused on the industry consumer electronics and we would like to 
recommend future researchers to do a case study on how a specific company handles 
customer complaints. This might also give researchers an opportunity to get the 
company’s point of view on the matter; 

• Since we did not find a connection between successful service recovery and customers 
being less likely to switch company, we think it could be of interest to do more 
research in this area to see if our findings match the general customer opinion. We 
found indications that other variables not included in our study, e.g. price and location, 
might determine whether or not customers remain loyal.  
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AAppppeennddiixx  11  --  IInntteerrvviieeww  gguuiiddee  
 
 
How can the handling of service recovery be described? 

SSeerrvviiccee  RReeccoovveerryy  
 

1. What kind of good did you purchase? 
 

2. How did the company fail to deliver the service? 
 

3. How important (critical) was the purchase to you? 
 

4. How did the company recover after the failure:  
• Apology;  
• Compensation; 
• Assistance; 
• Combinations? 

 
5. How did the service provider handle the situation: 

• Did you get the impression that the employee(s) had an accommodating 
communication style? 

• Was the employee(s) responsive to your needs? 
• Did the employee(s) show empathy? 
• Did the employee(s) deliver fast recovery? 

 
6. How important was the employee(s) behavior? 

 
7. Did you perceive the service as stabile (i.e. did the contact employee(s) seem to be 

informed on how to handle the situation)? 
 

8. Whose fault was the service failure? 
 
 

 
How can the benefits of service recovery be described? 

WWoorrdd--ooff--MMoouutthh  

9. How many did you tell about the encounter? 
 

10. How were the ones you told related to you? Were they: 
• Family; 
• Friends; 
• Acquaintances;  
• Others 
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CCuussttoommeerr  RReetteennttiioonn  

11. Are you still a customer at the company in question? 
 

12. How was the decision to return affected by the service failure/recovery? 
 

13. How has your retention rate changed towards the company since the service recovery? 
More frequent/less frequent/the same? 

 
14. Has the service recovery made you less willing to switch retailer? 
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