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Abstract 

 

Because service failures are difficult to avoid in the services 
context due to their characteristics, firms need to offer an 
adequate service recovery to compensate customers. Customer 
behavior may be affected either by the failure or its recovery. The 
purpose of this study is to explore the impact of service failure 
severity in customers’ post-recovery behavior. The study 
comprises a sample of 40,813 customers, representing customers 
who had experienced a problem with the service provider and 
customers who had not. Empirical results showed that service 
failure severity has a significant negative influence in customers’ 
post-recovery repurchase behavior. Nevertheless, the influence 
differs across customers’ relationship age with the 
service. Additionally, they also provide evidence of when service 



 

 

recovery paradox is more likely to occur. This study contributes 
with relevant insights for practitioners. Since failure severity 
affects negatively customers’ post-recovery repurchase behavior, 
the classification of service failures by degree of severity is 
commended. Hence, firms should adopt different service 
recovery strategies depending on failures severity degree and 
customers’ relationship age with the firm. Customers’ 
segmentation should consider these characteristics in order to 
enhance complaints management and customer loyalty. 
 
Keywords: Service failure severity, Post-recovery behavior, 
Gender, Relationship age 

 

 

 



 

 

Introduction 

 

In a relationship-oriented era, satisfying customers is crucial for 
service providers, not only to enhance customers’ satisfaction, 
but also to ensure a long term relationship with them. However, 
firms face situations where customers are dissatisfied due to the 
occurrence of a failure. A flawless service is hard to achieve 
despite being the objective of firms (Boshoff, 1997;  Kuo and Wu, 
2012). Recognizing the variety of failures that can occur and the 
effective recovery strategy to each one are the challenges of firms 
(Craighead et al., 2004;  Kuo et al., 2011). Being aware of the 
potential negative impact service failures have on customer 
loyalty, recovery techniques can work as second opportunities to 
service providers deliver a positive experience (Hoffman et al., 
1995). In this context, an effective recovery could lead to a 



 

 

paradoxical situation: a customer who experiences a failure may 
become more satisfied than those who did not experience any 
problem. It is the so-called service recovery paradox 
phenomenon (Ok et al., 2007) and despite its potential benefits, 
only a few studies have analyzed it directly (Maxham, 2001). 
 
The current research extends previous studies by studying the 
role of failure context, i.e. failure type and the failure severity and 
their impact on customers’ post-recovery behavior, i.e. on 
repurchase behavior. The research aims first to assess the role of 
failure type and failure severity in customers’ reactions. Second, 
it seeks to investigate the role of compensation, gender and 
relationship age as potential moderating variables in the 
aforementioned relationships. Finally, it is analyzed whether 
service recovery paradox exists in a mobile telecommunications 



 

 

setting, which variables contribute for its occurrence and how 
they influence it. 
 
Theoretical Framework 

 

Service Failure-Recovery Context 

 
A service failure is defined in the literature as an incident 
occurred during the service delivery which represents a loss for 
customers and leads to customers dissatisfaction (Smith et al., 
1999;  Maxham, 2001). In fact, providing a service without 
failures is the firms’ objective, however due to their specific 
characteristics it is almost impossible when we talk about 
services (Michel and Meuter, 2008). Hence, a service failure is 



 

 

considered a significant motivator of customers’ switching 
behavior (Mccollough et al., 2000). 
 
Service recovery is perceived as a process by which a firm tries to 
rectify a breach in the service (Maxham, 2001). This process 
should be faced by firms as a strategic marketing variable that 
can potentiate an increase in customer satisfaction and retention 
(Hart et al., 1990). 
 
A good service recovery is crucial to enhance the relationship 
with dissatisfied customers (Tax et al., 1998;  Maxham, 2001) and 
to create conditions for the occurrence of the service recovery 
paradox. In the last decade, service recovery paradox 
phenomenon has become a key focus in services marketing 
literature (De Matos et al., 2007), regarding a situation where 



 

 

customers, after a firm’s recovery effort, will be as satisfied as, or 
even more than those had not experienced any problem (Smith 
and Bolton, 1998;  Mccollough et al., 2000). Although this is a 
significant phenomenon for academics and practitioners, due to 
the opportunity it offers to achieve higher levels of customer 
satisfaction (Smith et al., 1999;  Priluck and Lala, 2009), literature 
has found mixed results: one school of studies confirms the 
phenomenon existence (Boshoff, 1997;  Smith and Bolton, 1998;  
Michel, 2001;  Michel and Meuter, 2008), while the other reveals 
the lack of evidence of such phenomenon and assumes it does not 
exist (Bolton, 1998;  Mccollough et al., 2000;  Andreassen, 2001;  
Maxham, 2001;  Shapiro et al., 2006). Weun et al., (2004) on their 
study noted that failure severity could influence the service 
recovery paradox, mainly when less severe failures occurred. 
Contrary to weak failures, a severe one, even with an 



 

 

exceptionally response from the service provider, can cause a 
situation without equity and hard to restore.  
 

The Impact of Service Failure Context on Customers’ 

Behavioral Outcomes 

 
We can find two distinct service failure types in the literature 
(Bitner et al., 1990;  Keaveney, 1995). Outcome failures, related 
to incidents occurred with the service core (e.g. unavailability of 
the service) and process failures, related to service delivery 
failures (e.g. a call center employee not polite). The type of failure 
and its associated loss influence customer evaluations of the 
service (Smith et al., 1999). While an outcome failure has an 
economic loss to customers, a process failure brings social loss. 
Although services marketing literature does not provide 



 

 

information about which failure type has more impact on 
customers’ behavioral responses, Smith et al., (1999) suggested 
that customers’ evaluations of service will differ according to the 
failure type occurred, since each one represents a different 
category of loss. Therefore, we expect that when an outcome 
failure occurs, customers’ perceptions of distributive justice will 
be restored by recovery economic attributes, such as a monetary 
compensation or a fast resolution. Smith et al., (1999) found that 
process failures have a higher impact on customer dissatisfaction 
than outcome failures. Hence, we proposed the following 
hypotheses: 
 
H1: Process failures will have a more negative influence on 
customers’ repurchase than outcome failures. 
 



 

 

H2: When a compensation is offered, the negative impact of an 
outcome failure on customers’ repurchase will be lower than the 
negative impact of a process failure. 
 
The lack of information about the role of service severity in the 
service recovery process is recognized in the literature and the 
need to consider this construct in services marketing literature 
research is stressed (Weun et al., 2004). Therefore, previous 
studies argued that service failure severity influences customers’ 
satisfaction (Smith et al., 1999;  Weun et al., 2004), assuming that 
failures classification is very important for firms (Kuo et al., 
2011). Service failure severity is the customer’s perceived 
intensity of a critical incident and there is a positive relationship 
between customers’ perceived loss and failure severity (Weun et 
al., 2004;  Huang, 2008): as failure severity increases, customers’ 



 

 

perceived loss decreases. Service recovery expectations may vary 
positively with the failure severity (Bitner et al., 1990;  Hoffman 
et al., 1995) and even after an adequately recovery, a severe 
failure (outcome or process) will produce a perceived loss (Weun 
et al., 2004). Prior studies argued that the level of customer 
satisfaction decreases as failure severity increases (Gilly and 
Gelb, 1982;  Hoffman et al., 1995) and the failure severity 
influences the customers’ evaluation of a service provider (Weun 
et al., 2004). As failure severity increases, it will be more difficult 
to satisfy customers through service recovery strategies (Smith 
and Bolton, 1998;  Mattila, 1999;  Magnini et al., 2007). 
Customers’ zone of tolerance also varies depending on the 
context, and the more severe the service failure is the less 
tolerant customers will be (Zeithaml et al., 1993). We expect that 
failure severity will negatively impact customers’ post-recovery 



 

 

behavior, namely repurchase. Then, the following hypotheses 
were formulated: 
 
H3: Severe failures will have a negative influence on customers’ 
repurchase. 
 
H4: Weak failures will have a lower negative impact on customers’ 
repurchase when compensation is offered. 
 
Some researchers argued that gender can modify projected 
behavior patterns (Homburg and Giering, 2001; Mittal and 
Kamakura, 2001;  White and Dahl, 2006). Thus, a deeper analysis 
of the potential moderating role of gender on customers’ 
repurchase behavior is called for research (Lin, 2010). They 
pointed out that male customers are more demanding and 



 

 

objective oriented (Cambra-Fierro et al., 2012), expecting short-
term results than female customers (Iacobucci and Ostrom, 
1993). Since females are more socially oriented (Cambra-Fierro 
et al., 2012), they tend to be more loyal than male customers 
(Iacobucci and Ostrom, 1993;  Homburg and Giering, 2001;  
Mittal and Kamakura, 2001). It is expected that male customers 
will be more sensitive to severe failures, i.e. an increase on failure 
severity will represent a growth on customers’ dissatisfaction 
and, consequently, a decrease on repurchase. This expectation is 
reflected in the next hypotheses: 
 
H5: The negative impact of severe failures on customers’ 
repurchase behavior will be higher for male customers. 
 



 

 

H6: The negative impact of process failures on customers’ 
repurchase behavior will be higher for female customers. 
 
Relational characteristics such as customer-service relationship 
duration/age can represent switching barriers and work as 
competitive advantages for firms. They are especially relevant in 
contractual services (Seiders et al., 2005). A negative relationship 
between service failure severity and relationship age with the 
service provider is recognized in previous studies (Weun et al., 
2004). Due to the customer’s perception of a loss experienced, 
the customer relationship age will decrease (Bolton, 1998). When 
a severe failure occurs, customers are less likely to identify 
themselves with service providers’ values and the desire of 
maintaining the relationship decreases (Keaveney, 1995). 
Nevertheless, the duration of the customer/firm relationship 



 

 

increases customers’ tolerance (Palmer et al., 2000). After a 
problem with the service provider, customers’ perceived level of 
equity will increase as the relationship age increases. Thus, it is 
expected that service failure severity has a higher negative 
impact on customers’ response when relationship age is lower. 
The last hypotheses are formulated: 
 
H7: The negative impact of severe failures on customers’ 
repurchase behavior will be higher for beginner customers. 
 
H8: The negative impact of process failures on customers’ 
repurchase behavior will be higher for beginner customers. 
 

 

 



 

 

Method 

 

A firm’s database in the context of the Portuguese mobile internet 
industry was selected to test the hypotheses and data collection 
was made, by convenience, in one of the major firms of the 
industry. The database included the customers’ telephone calls 
during the year 2012, i.e. a total of 40,813 customers who 
contacted (those who had experienced a service failure and those 
who had not - control group) the call center. The strategy behind 
this choice has been the competitiveness in the 
telecommunications sector and because such a competitive 
context underlines the relevance of a deep understanding of 
customers’ characteristics. Literature has called for more 
research on effective repurchase behavior (Chang and Polonsky, 
2012). Seiders et al., (2005) considered the actual repurchase 



 

 

behavior as repeated visits to the service and/or an increased 
amount spent on the service. 
 
Construct Operationalization and Measures 

 
In this research, repurchase is measured as follows: customer 
keeps the service active (the account is active) and increases the 
amount spent in the service (average amount spent).  
 
Relationship age with the service considered that the service 
contract length is usually 24 months. The analyzed service in this 
study has a contractual loyalty of 24 months and customers who 
want to change the service provider before the end of this period 
have to pay penalties. Beginner customers are those who have a 
shorter relationship with the service provider (less than 24 



 

 

months) and advanced customers have a longer relationship 
(more than 24 months), i.e. they do not have the obligation to 
remain in a relationship with this service provider. A three-item 
scale, adapted from Hess et al., (2003), classified each service 
failure severity in severe, moderate or weak. A supervisor of the 
Complaint Management Service confirmed the accuracy of this 
distribution. Then, variables were divided in groups: 
compensation (with; without); failure type (outcome failure; 
process failure); failure severity (weak; moderate; severe) and 
relationship age (beginner customers; advanced customers). 
 

Results 

 

Through logistic regression analysis we found that failure type 
and failure severity (p = 0.000) were significant predictors of 



 

 

customers’ repurchase behavior. Although both types of failures 
(process and outcome) were found to be significant predictors of 
customers’ response (Table 1), results showed that a customer 
who experienced process failures were more likely to repurchase 
(odds ratio = 3.818). So, Hypothesis 1 is not supported because 
outcome failures had a more negative impact on repurchase 
behavior than process failures. Compensation was proved to 
moderate the relationship between failure type and repurchase, 
but not as we expected. In fact, outcome failures showed lower 
positive impact on repurchase (odds ratio = 1.112) than process 
failures (odds ratio = 1.920), when compensations were offered 
to customers. So, Hypothesis 2 is not supported. 
 
Apart from the proposed hypotheses, further analyses were 
conducted to analyze whether the service recovery paradox 



 

 

occurs. Then, we performed a Chi Square test to examine if there 
is a relationship between variables and to understand how the 
relationship varies across groups of customers. Results 
confirmed the existence of the service recovery paradox 
phenomenon: a relationship between customers who 
experienced a service failure with the service provider and 
repurchase was encountered (X²=2584.872; p<0.001) since the 
p-value is < 0.05, confirming the association. Moreover, this 
relationship between the aforementioned variables got a Phi 
coefficient of 0.252, statistically supporting the positive 
relationship. Though it is a strong association: customers who 
experienced a failure and subsequently a recovery were more 
willing to repurchase (37.7%) than those who did not experience 
any failure (15%). 
 



 

 

As shown in Table 2, the odds of a customer who experienced a 
weak failure to have repurchased were 175.294 times higher 
than in the case of no failure. Results showed that failure severity 
negatively impacted repurchase behavior, suggesting that 
customers who experienced more severe failures were less likely 
to repurchase (odds ratio increased from 4.017 to 175.294 when 
we moved from severe to weak failures). Then, service recovery 
paradox is more likely to occur when weak failures happen. 
According to these results, Hypothesis 3 was supported. 
 
The interaction between failure severity and compensation 
presented a significant contribution to the model (p = 0.000). 
Customers are more likely to repurchase and service recovery 
paradox phenomenon is more likely to take place when 
compensation is offered due to a weak critical incident, 



 

 

supporting Hypothesis 4: the odds ratio when compensation was 
not offered was 0.033 for weak failures; 1.118 for moderate 
failures; and of 1.987 for severe failures. 
 
The interactions between gender and failure type (p = 0.615) and 
gender and failure severity (0.911) had no statistical significance 
explaining variations in repurchase (p > 0.05). So, Hypotheses 5 
and 6 were not supported. 
 
 
 
 
 
 
 



 

 

Table 1: Results of Logistic Analysis (Failure Type as Independent 

Variable) 

 
95% CI for Odds Ratio 

  B (SE) P Lower Odds Ratio Upper 

Type  0.000*    
type (Process)  1.340 (0.155) 0.000* 2.820 3.818 5.169 
type (Outcome)  1.082 (0.034) 0.000* 2.758 2.951 3.157 
type by Gender  0.615    
type (Process) by gender (Male) -0.175 (0.191) 0.360 0.577 0.839 1.221 
type (Outcome) by gender (Male)  0.014 (0.038) 0714 0.941 1.014 1.093 
type by r_age  0.000*    
type (Process) by r_age (Beginner)  0.147 (0.215) 0.496 0.759 1.158 1.765 
type (Outcome) by r_age (Beginner)  0.426 (0.046) 0.000* 1.400 1.531 1.675 
type by Compensation  0.000*    
type (Process) by compensation 
(Without) 

 0.652 (0.205) 0.001* 1.284 1.920 2.869 

type (Outcome) by compensation 
(Without) 

 0.106 (0.043) 0.014 1.022 1.112 1.210 

Constant -1.731 (0.017) 0.000*  0.177  

Note: R²=1.497 (Hosmer & Lemeshow), 0.061 (Cox & Snell), 0.094 (Nagelkerke). Model 
X²(8)=2562.88; p<0.01. *p<0.01. 
Source: SPSS 
 



 

 

Relationship age and failure severity interaction was another 
significant predictor of customers’ repurchase behavior (p = 
0.000). However, the odds of an advanced customer to 
repurchase when a moderate failure occurs were only 0.648 
times than for beginner customers and the interaction when a 
weak and a severe failure occur had no statistical significance 
(p>0.05), rejecting Hypothesis 7.  Moreover, relationship age and 
failure type interaction contributed to the model (p = 0.000). As 
shown in Table 4.1, a beginner customer was more willing to 
repurchase when experienced an outcome failure (odds ratio = 
1.531). Since this interaction was not statistically significant for 
process failures (p = 0.496), not contributing to this model, 
Hypothesis 8 was rejected. 
 



 

 

To sum up, eight hypotheses were tested and their results are 
summarized in Table 3. 
 
Table 2: Results of Logistic Analysis (Failure Severity as 

Independent Variable) 

 
Please See Table 2 in Full PDF Version 

 

 

 

 

 

 

 

 



 

 

Table 3: Hypotheses Validation 

H1: Process failures will have a more negative influence on customers’ 
repurchase than outcome failures.  

Not 
supported 

H2: When a compensation is offered, the negative impact of an outcome 
failure on customers’ repurchase will be lower than the negative impact 
of a process failure. 

Not 
supported 

H3: Severe failures will have a negative influence on customers’ 
repurchase. 

Supported 

H4: Weak failures will have a lower negative impact on customers’ 
repurchase when compensation is offered.  

Supported 

H5: The negative impact of severe failures on customers’ repurchase 
behavior will be higher for male customers. 

Not 
supported 

H6: The negative impact of process failures on customers’ repurchase 
behavior will be higher for female customers. 

Not 
supported 

H7: The negative impact of severe failures on customers’ repurchase 
behavior will be higher for beginner customers. 

Not 
supported 

H8: The negative impact of process failures on customers’ repurchase 
behavior will be higher for beginner customers. 

Not 
supported 



 

 

Discussion and Conclusions 

 
The findings of our research confirm that service failures context 
(failure type and failure severity) affect customer behavioral 
outcome, however not completely in the way it was expected. Our 
findings do not confirm the moderating effect of gender on the 
relationship between failure context (failure severity and failure 
type) and customers’ repurchase behavior. It became clear that 
severe failures can cause huge damage in the customer-firm 
relationship, especially when customers have a longer 
relationship with the service provider. Contrary to what is 
suggested by Palmer et al., (2000). 
 
Our additional analyses showed evidence of the service recovery 
paradox phenomenon which was proved to be more likely to 



 

 

occur when a beginner customer experienced a more severe 
failure and when an advanced customer experienced a weak 
failure. Up to date, a huge number of studies have investigated 
service failures and recoveries, but few have empirically 
examined the service recovery paradox phenomenon in the 
current model of service recovery (Mccollough et al., 2000; De 
Matos et al., 2007). However, contradictory results in service 
recovery paradox research offer a stimulus to further research on 
it. We hope this research contributes to clarify not consistent 
studies, proving service recovery paradox and showing in which 
conditions it can arise. 
 
From a managerial perspective, since service failures are 
unavoidable and influence post-recovery repurchase behavior, an 
effective service recovery management is essential to ensure 



 

 

service recovery paradox phenomenon. Results provided 
evidences of service recovery paradox presence in this setting: it 
is more likely to occur when less severe failures happen; for 
those who have a shorter relationship age with the firm, due to 
an outcome failure; and when compensation is offered to 
recovery from a weak failure as well. In fact, failure severity 
influences negatively customers’ post-recovery behavior, which 
is consistent with other studies (Hoffman et al., 1995;  Mattila, 
1999;  Magnini et al., 2007). Consequently, it negatively impacts 
on the existence of the service recovery paradox. The 
classification of service failures by degree of severity may 
provide firms additional insights into customers’ responses 
(Smith et al., 1999). Thus, understanding the severity level of a 
service failure is important to design the best recovery strategies 
(Hart et al., 1990). We found that when failure severity was 



 

 

higher, repurchase had a more negative behavior. Gender is not a 
moderator of the relationship between failure context and 
customers’ repurchase behavior in the service recovery model 
which is inconsistent with other researchers’ studies such as 
Mattila (2010), Homburg and Giering (2001), Mittal and 
Kamakura (2001). Relationship age also have a moderating role 
in the relationship between failure severity and repurchase. 
Customers with a shorter relationship age with the service 
provider are more likely to repurchase. In the studied firm, the 
length of the contract is 24 months. Having occurred a severe or 
moderate failure, after this period, customers proved to be more 
likely to abandon the service and not to repurchase. Paying 
attention to these variables role in the service recovery paradox 
phenomenon and in this specific context, one can potentiate a 



 

 

better complaint management and contribute to the increasing of 
customer loyalty. 
 
Limitations and Further Research 

 

The present research found some limitations. Although literature 
called for research in sectors less examined (Cambra-Fierro et al., 
2012), we have only analyzed the Portuguese internet mobile 
sector. So, generalizing to other service industries may not be 
appropriate and future research in other industries would be 
useful to test the similarity of the findings. De Matos et al. (2007), 
through their meta-analysis, argued that service recovery 
paradox is more likely to be found in the hospitality industry due 
to its high-contact characteristic. Managers should be aware of 
these differences across service industries. In addition, because a 



 

 

quantitative database has been used, customers’ perceptions and 
emotional involvement were not tested. Further, not all 
researchers apply the same theoretical definition of service 
recovery paradox neither the same operationalization. We 
compared a recovery group with a non-failure control group, i.e. 
we used a between-subjects approach (Mccollough et al., 2000) 
instead of a within-subjects approach (Maxham, 2001). Mixed 
findings about service recovery paradox could be justified by 
these methodological differences found in previous studies. 
Finally, the moderator role of other customers’ characteristics 
such as age and education may bring important findings, as well. 
For example, identifying how severity varies according each type 
of failure. This would allow managers to implement strategies to 
reduce the occurrence of those types of failures. 
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