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SERVICE FAILURES IN E-RETAILING: EXAMINING THE EFFECTS OF

RESPONSE TIME, COMPENSATION, AND SERVICE CRITICALITY

Abstract

This study examines the role of response time in recovering from service failures in e-retailing.
Employing an experimental design, the study reveals that customers construe time in abstract
terms. Response time during service recovery is evaluated in combination with the compensation
provided by the firm and criticality of the service experience. The extent to which the three
factors — response time, compensation, and criticality — activate abstract construals, matters to
customers. The study demonstrates that delaying the process of recovery can result in customer
satisfaction, repatronage, and positive word of mouth, when an apology is provided and
criticality of the service is low. Further, delay in service recovery is acceptable when negative
emotions elicited by the failure are low. The findings provide empirical insights on the viability
of delayed recovery following service failures in e-retailing, contravening the notion that delayed
recovery is always inefficacious. The study advances a novel perspective on the role of response
time in online service failure and recovery, and also accounts for how customers construe
recovery efforts. Whilst establishing the prominence of construal levels in understanding
customer responses to online service recovery, the study highlights new avenues for research and

innovative managerial perspectives for e-retailers.
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1. Introduction
Service failures are recurrent problems, and increasingly, customers show unwillingness

to forgive the firms for providing poor service. A 2016 report by the UK Ombudsman Services
reveals that customer complaints have increased from 67 per cent in 2013 to 82 per cent in 2015
(Ombudsman Services, 2016). The report also indicates that retailing is the worst performing
sector, registering 13 million complaints in 2015 alone (23 per cent of total complaints). In
particular, the growth of online-only stores is shown to drive this surge in complaints, with 12
per cent of the total complaints being related to online retail alone. Service failures can be highly
detrimental to customer experiences and in turn company profitability, given that such events
often result in the defection of profitable customers (Keaveney, 1995). Whilst service failures are
often inevitable, managing these events through effective recovery can be a ‘profitable art’,
resulting in restoration of customer satisfaction and prevention of defection (Hart, Heskett, &
Sasser, 1990). Given the above background, understanding how retailers can best recover from
service failures in e-retail settings is crucial, and represents the focus of the present study.

Amongst other recovery strategies, timely processing of recovery is recognized as a salient
organizational effort for addressing service failures. Timeliness is, in fact, a widely-used key
performance indicator in customer-facing roles (Marr & Neely, 2004; Robinson & Morley,
2006). Ensuring timely recovery process, however, can be resource-intensive and often
impractical for retailers operating in the online domain. Frequently, firms experience situations
where the IT department is required to investigate the reason for the online service breakdown.
In such instances, recovery processes can be time consuming, and lead to delays in the resolution
of the failure. In addition, websites largely lag in the provision of online recovery, as first

pointed out by Holloway and Beatty (2003), and recently supported by Tan, Benbasat, and



Centefelli (2016). The lack of customer-employee direct interaction in technology-enhanced
retail environments, coupled with delay in recovery, could exacerbate customer dissatisfaction
and negatively influence their repurchase intentions. In this regard, questions pertinent to
retailers operating online relate to whether, and how, delayed service recovery can be employed
as an effective strategy for maintaining customer-retailer relationships.

In scholarly research, evidence on the effectiveness of timely recovery process is mixed.
Conventional wisdom that customers who receive timely recovery are more satisfied than those
who do not receive timely recovery is supported by a number of studies (e.g., Smith, Bolton, &
Wagner, 1999; Tax, Brown, & Chandrashekaran, 1998). The above studies share the unanimous
view that timely recovery is effective at restoring customer perceptions of fairness that are
initially undermined by the failure event, and in particular, at addressing customer needs for
procedural fairness (e.g., Homburg & Fiirst, 2005; Kim, Kim, & Kim, 2009; Liao, 2007).
Contrasting evidence, however, indicates that timely recovery does not always lead to positive
customer outcomes (e.g., Blodgett, Hill, & Tax, 1997; Boshoff, 1997; Mattila & Mount, 2004;
Zhou et al., 2014).

For instance, Blodgett et al. (1997) show that timeliness does not positively impact
customer repurchase intentions and positive word of mouth (PWOM). The above authors note
that employee behavior and redress for the failure overshadow the effect of timeliness in service
recovery. Arguably, the context of the above study, namely product failure followed by a face-
to-face employee-customer interaction, might also explain the weak effect of timely recovery
processes. Further, Boshoff (1997) indicates that customers are concerned about timeliness
following a long, rather than a short delay. Recent experimental research goes a step further to

demonstrate that delays in failure resolution lower negative emotions, especially in the context of



technology-separated services (Zhou et al., 2014). The finding is attributed to the fact that
customers are flexible with timing when dealing with technology-separated services, as
compared with non-separated services which require physical presence and in turn, effort on the
part of customers.

The above studies, however, do not account for how other recovery strategies employed by
firms could influence customer response to delay in the process of failure resolution. For
instance, customers might accept delayed response to failures when it is considered along with
other recovery efforts, such as a monetary compensation. Importantly, as suggested by
Macdonnell and White (2015), consumers construe time in abstract terms, and they exhibit a
zone of indifference for small time losses (Festjens & Janiszewski, 2015). Given that time is
ambiguous and difficult to quantify, consumers could perceive time losses associated with
delayed failure resolution as acceptable. This is especially the case when tangible and less
ambiguous resources that compensate for the time loss are provided by the firm. In addition, the
criticality of the failed service may influence whether customers are willing to accept delayed
response from the firm, or not. As noted by Ostrom and Iacobucci (1995), the criticality of the
service encounter influences how customers value services.

Further, emotions are likely to play an important role in explaining customer acceptance of
delay. Prior service recovery research suggests that emotional states influence customer behavior
following offline failures (e.g., Bagozzi, Gopinath, & Nyer, 1999; Chebat & Slusarczyk, 2005;
McColl-Kennedy, Sparks, & Nguyen, 2011; Schoefer & Diamantopolous, 2008). Emotions are
expected to be particularly important in the online environment where support from employees is
limited, or non-existent, and technology mediates customer-firm interactions. Within such

context, customers inevitably participate in the service delivery when making online purchases,



and as a result, they might experience heightened stress and negative emotions, and associated
perceptions of self-blame (Shank, 2013; Zhu et al., 2013). As shown by Bendapudi and Leone
(2003), customers who are given the choice to participate in the production of goods and services
perceive themselves as partly responsible for an outcome. The present study contends that
acceptance of delay in the resolution of online service failures is contingent upon customers’
emotional state, wherein they are likely to embrace a delay with failure resolution when negative
emotions elicited by the failure are low.

The issue of time is, therefore, especially relevant for services delivered in the online
environment. The fast accessibility of the Internet and innovations in mobile and wireless
technologies have dramatically changed the way firms deliver services and interact with
customers. Customer-firm interactions are increasingly mediated by technology (Schumann,
Wiinderlich, & Wangenheim, 2012). For firms, technology is a cost-effective channel to support
the provision of services as well as retail processes (Pantano & Priporas, 2016). For customers,
technology eliminates the time boundaries associated with brick and mortar services and
traditional retail settings (Bourlakis, Papagiannidis, & Li, 2009). E-retailing, which entails the
selling of products and services over the Internet, has registered a remarkable growth over the
years. Established retailers have expanded their operations on e-retail websites, whilst pure
online retailers such as Asos and Amazon have entered the marketplace. The total online sales of
products in the UK were £42.5b in 2015, and this figure is set to increase at an annual rate of
11.6 per cent until 2020 (Mintel 2016).

Whilst experiencing a rapid growth, e-retailing is prone to service failures. Within the
online retail setting new forms of service failures have emerged, including issues related to

privacy, security, on-time delivery of online orders and ease of navigation (Holloway & Beatty,



2003; Singh & Crisafulli, 2016). E-retailing, therefore, represents a highly pertinent context for
the study of service recovery overall, and recovery processing time in particular. A perspective
on time lapsed following service failures in e-retailing is that, by removing time barriers in the
provision of goods and services, e-retailing sets expectations for seamless and convenient
recovery (Kang, Mun, & Johnson, 2015). In other words, as customers use e-retailing for
convenience (Rose, Clark, Samouel, & Hair, 2012), they may expect recovery from failures in
online retailing to be equally seamless and convenient. An alternative perspective is that e-
retailing, and online services in general, reduce the need for the service provider and the
customer to be co-located (Schumann et al., 2012). Consequently, the line of visibility between
customers and onstage actions on the part of the retailer is reduced, with technology mediating
customer-retailer interactions. Due to reduced visibility, customers are less likely to think of
alternative actions the retailer could undertake in order to resolve the service failure, but they are
likely to acknowledge that failure resolution requires prolonged effort on the part of the firm.
Despite the ubiquity of failures in e-retailing and the importance of response time in the
context, the currernt knowledge on how retailers can effectively recover from such events is
sparse. Specifically, the effects of response time in e-retail settings, and its interplay with
compensation, criticality of the service and emotions, on profitable customer outcomes remain
unknown. The continuing growth of e-retailing as well as the rise of complaints in this sector
underscore the importance of providing effective service recovery, and scholars have called for
research in the domain (e.g., Tan et al., 2016). Seeking to address the above knowledge gap, the
present study investigates customer perceptions of delayed response to service failures in an e-
retailing setting. Underpinned by the well-established construal level (Trope & Liberman, 2003)

and prospect theories (Kahneman & Tversky, 1979), the study addresses three research



objectives: (1) to understand how response time following service failures in e-retailing impacts
customer post-recovery satisfaction and behavioral intentions, (2) to examine the interplay
between time, compensation and criticality of the service, and (3) to assess whether the impact of
response time on customer satisfaction, repatronage and PWOM is contingent upon customer
negative emotions.

The study makes important theoretical contributions. First, it advances knowledge in an
increasingly important area of research relating to online service recovery management. In
particular, it provides evidence on a cost-effective service recovery option, namely delayed
response to failures, as well as its consequences and its interplay with compensation and
criticality of the service. Second, through testing for the moderating effect of negative emotions,
the study provides insights on the boundary conditions of delayed recovery process in e-retailing.
Third, the study furthers knowledge on how technological advances in retailing impact customer-
retailer relationship building and maintenance. From a practical perspective, the findings provide
managerial guidelines on designing effective recovery strategies that address service failures in
e-retailing, and on employing planned delay as a recovery strategy.

The remainder of the paper is organized as follows. First, the theoretical underpinnings of
the study and research hypotheses are presented. Second, the methodology employed in the study
is outlined. Thereafter, the analysis and findings are discussed. Finally, the paper ends with a
discussion of relevant implications for theory and practice, limitations, and avenues for further

research.

2. Theoretical Background and Hypotheses Development



Extant research recognizes the relevance of justice as a cognitive mechanism for
explaining how service recovery influences customer attitudes and behavioral intentions (e.g.,
Chebat & Slusarczyk, 2005; Smith et al., 1999; Tax et al., 1998). Studies incorporating the
justice framework, however, apply only to offline service contexts, barring a few recent
exceptions that examine the above issues in an online service context (e.g., Lin, Wang, & Chang,
2011; Singh & Crisafulli, 2016). In general, prior studies in the online context include typologies
of online service failures (Forbes, Kelley, & Hoffman, 2005; Holloway & Beatty, 2003), the role
of contingency factors to customer perceptions of online service failures such as cumulative
online purchase experience (Holloway, Wang, & Parish, 2005), customer-employee familiarity
(Pizzutti & Fernandes, 2010), and comparisons of customer responses to offline versus online
failure encounters (Harris, Grewal, Mohr, & Bernhardt, 2006). Notably, extant research is sparse
on areas such as the role of time in recovering from online service failures, its combined effect
with other recovery strategies such as compensation, and the situational factors, such as
criticality of the service.

Consumer psychology literature refers to time and money as scarce resources in human
life, yet also as the ‘principal means of attaining and experiencing what life has to offer’
(Macdonnell & White, 2015, p. 551). Individuals tend to be less accountable for, and aware of,
how they spend their time, than how they spend their money, and they construe time in more
abstract terms than money (Macdonnell & White, 2015). Time is often associated with feelings
and people’s connection to others, whereas money is tangible and associated with self-interests
(Leclerc, Schmitt, & Dube, 1995). According to construal level theory (Trope & Liberman,
2003), detailed, contextualized representations of objects and/or events are indicative of concrete

construals, while decontextualized representations denote abstract construals. An example is



unsatisfactory experiences with an online grocery retailer, whereby failure resolution is delayed.
The online retailer’s response to such encounters can be construed in concrete terms (e.g.,
thinking of the money invested) or in abstract terms (e.g., need for reassurance that the problem
will be resolved). Further, the level of importance attached by the customer to the online
purchase (i.e. criticality), and the negative emotions elicited by the unsatisfactory experience,
could influence the extent to which the retailer’s recovery efforts are perceived as acceptable.
The role of response time following service failures in e-retail settings, and its combined effect
with compensation and criticality of the service are, therefore, the focus of the present study. The
theoretical underpinnings of the study and related research hypotheses are outlined in the

sections below.

2.1 The impact of response time on customer post-recovery satisfaction and behavioral
intentions

Extant research refers to response time, and specifically the speed of response to service
failures, as a key determinant of customer post-recovery perceptions and behavior (Davidow,
2003). The evidence on the effect of response time on consumers, however, is inconsistent. For
example, a number of studies support the view that timely response to service failures (e.g.,
Conlon & Murray, 1996; Durvasula, Lysonski, & Mehta, 2000; Hoffman, Kelley, & Rotalsky,
1995) and related perceptions of procedural fairness (e.g., del Rio-Lanza, Vazquez-Casielles, &
Diaz-Martin, 2009; Homburg & Fiirst, 2005; Smith et al., 1999; Tax et al., 1998) are effective at
restoring customer satisfaction. By contrast, other studies show that timely recovery fails at
encouraging repurchase intentions (e.g., Blodgett et al., 1997; Boshoff, 1997; Davidow, 2000;

Kim et al., 2009), increasing positive emotions (e.g., Chebat & Slusarczyk, 2005), or lowering



complaining intentions (e.g., Voorhees & Brady, 2005). Timely response to failures is found to
either lead to positive customer outcomes when combined with redress or to have no positive
effect on satisfaction or repurchase intentions (e.g., Clark, Kaminski, & Rink, 1992).

The above inconsistency of findings indicates that response time can take different forms
in service recovery encounters, and lead to different customer perceptions. Consistent with the
above, Davidow (2003) proposes a distinction between three response times: immediate
response, necessary and unnecessary delay, and calls for further research on the role of delay.
Whilst customers are unlikely to accept unnecessary delay, they are also likely to perceive
necessary delay as justified and acceptable. This suggests that necessary delay in recovery could
be a viable organizational response to service failures, leading to positive customer outcomes.
For instance, Zhou et al. (2014), in an experimental study, show that delayed process of recovery
lowers negative customer emotions in the context of separated (technology-mediated) services,
but not in the context of non-separated services. The authors attribute the finding to the fact that
customers allocate time more efficiently when dealing with technology-separated services, as
compared to non-separated services. Efficient allocation of time, therefore, results in greater
tolerance of reasonable delays. Further, in Zhou et al. (2014), the use of a distraction learning
task prior to presenting the recovery scenario could have arguably lowered participants’ attention
toward the passage of time. Whilst enhancing understanding on the causal effect of delayed
recovery process on customer emotions, the above study includes financial compensation as a
form of recovery, yet it does not test the impact of compensation on consumers, and its interplay
with response time.

Prior to testing the interplay between compensation and response time, the present study

examines the independent effect of response time on customer attitudes and behavioral
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intentions. The focus here is on service failures taking place in an e-retail setting. E-retailing is
growing at a fast pace, and understanding customer post-recovery behavioral intentions in this
context is crucial for retailers’ long-term profitability. From the firm perspective, the adoption of
e-retailing can result in cost efficiencies (Schumann et al., 2012). From the customer perspective,
factors such as information availability and variety, efficiency and convenience turn e-retailing
an attractive business model (e.g., Liu, Arnett, Capella, & Taylor, 2001; Rose et al., 2012;
Srinivasan, Anderson, & Ponnavolu, 2002). Customers are increasingly accustomed to the
immediacy derived from a variety of activities, including instant messaging (Dolev-Cohen &
Barak, 2013), and social media exchanges (Pittman & Reich, 2016). The need for immediacy can
raise the bar of expectations from the service encounter, both expectations of the initial service
delivery, and of the recovery process (Kang et al., 2015). Given the above considerations, it
would seem intuitive to expect that customers will welcome an efficient and timely resolution to
service failures in e-retailing. In a departure from the pervasive ‘as-soon-as-possible’ belief, this
study posits that a necessary delay in addressing online service failures is often necessary and it
can lead to positive customer outcomes.

Delay can have a ‘quenching’ effect on customer-firm conflicts, as suggested Brehm
(1999) through the lens of neuropsychology. The passage of time enables customers to
cognitively assess whether the delay is justified or not, and to respond rationally, rather than
emotionally, to the failure. In other words, time allows customers to rationalize the situation and
makes them willing to accept the delayed resolution of the failure. Moreover, construal level
theory (Trope & Liberman, 2003) contends that customers interpret time in abstract terms, not as
a physically and conceptually finite resource. Notably, consumer research shows that firms’

stimuli are most persuasive when aligned with customer construals (Macdonnell & White, 2015).
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Due to technology mediation and lowered customer visibility of the recovery process, online
service encounters are likely to be construed in abstract terms, similar to time. Online service
encounters are, therefore, expected to garner support for the processing of an abstract resource
such as time.

Given the ambiguity and lack of contextual features inherent to time, customers are
expected to pay little attention to small, necessary delays from the firm. Accordingly, drawing on
the concept of marginal utility, prospect theory (Kahneman & Tversky, 1979) argues that the
value of time is tied to its use (or utility). Individuals value blocks of time, which are sufficiently
large to allow meaningful use, for instance, to perform a valued activity. In comparison, small
blocks of time are likely to be inconsequential to the customers, such that small time losses are of
little value and result in customer indifference (Festjens & Janiszewski, 2015). Extending the
above logic to the context of the present study, it is logical to assume that customers will be
indifferent to small losses associated with necessary minor delays in the resolution of online
service failures.

Further, the onlinr context under investigation can explain why a necessary delay in the
process of recovery can lead to positive customer outcomes. When online services fail,
customers typically lodge a complaint by email, phone or live chat features on websites (Singh &
Crisafulli, 2016). In order to handle the complaint, firms often need to investigate the service
breakdown. In such instances, customers are willing to give some leeway of time in handling the
failure (Davidow, 2003). An immediate response may, indeed, backfire by giving the impression
that the firm did not invest time looking into the problem and trying to find a resolution. Based

on the above discussion, this study posits that delayed (vs. immediate) response to service
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failures in e-retail settings leads to customer post-recovery satisfaction, PWOM, and repurchase
intentions. Hence:
H1: Following service failures in e-retail settings, delayed response is likely to lead to greater (a)

recovery satisfaction (b) PWOM, and (c) repurchase intentions than immediate response.

2.2 The impact of compensation and criticality of the service on customer post-recovery
satisfaction and behavioral intentions

As an extensively-researched organizational response to service failures, financial
compensation is regarded as a key mechanism for lowering customer dissatisfaction and
encouraging PWOM and repurchase intentions (e.g., Chebat & Slusarczyk, 2005; Davidow,
2003; Gelbrich, Gathke, & Grégoire, 2015; Grewal, Roggeveen, & Tsiros, 2008). The basic
premise of extant research on compensation is that service failures cause unfairness, and
compensation on the part of the firm restores distributive fairness and the customer-firm
relationship at equitable levels (Adams, 1965). Scholarly research provides extensive empirical
support for the above premise, as pointed out by Roschk and Gelbrich (2014) in a meta-analysis
of the literature on recovery compensation. Several studies imply that firms should consider
financial compensation in the form of free ancillary services, discounts, upgrades and refund as
recovery strategy (e.g., McCollough, 2000; Sparks & McColl-Kennedy, 2001). Notwithstanding,
evidence on the optimal level of financial compensation remains sparse. Despite the prevalent
belief that financial compensation leads to customer satisfaction, there is evidence suggesting
that the marginal utility of financial compensation diminishes as its size increases, and

accordingly, overcompensation is unnecessary and detrimental to firms (Crisafulli & Singh,
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2016; Gelbrich & Roschk, 2011). Importantly, as a recovery strategy, financial compensation is
often not perceived favorably by the firms due to the associated costs.

A cost-effective alternative to financial compensation is psychological compensation,
such as apology (e.g., Davidow, 2000; Roschk & Kaiser, 2013; Wirtz & Mattila, 2004). Whilst
largely agreeing on the relevance of apology as a recovery strategy, research findings on the
effectiveness of apology are mixed. A number of studies show a positive, direct relationship
between apology and post-recovery satisfaction (e.g., Boshoff & Leong, 1998; Martin & Smart,
1994), or an indirect relationship through the mediation of interactional justice perceptions (e.g.,
Mattila, 2001; Smith et al., 1999). By contrast, other studies find no relationship between
apology and satisfaction (e.g., Goodwin & Ross, 1992; Ruyter & Wetzels, 2000) or repurchase
intentions (e.g., Davidow, 2000; Liao, 2007; Martin & Smart, 1994). Roschk and Kaiser (2013)
allude to the importance of considering the manner of rendering an apology. The authors suggest
that apology is effective when intense, empathetic, and provided at the right time during the
failure resolution process. As a cost-effective strategy, psychological compensation warrants
further research. Importantly, as noted by Roschk and Kaiser (2013), apology should not be
evaluated in isolation, but in relation to response time. The above view is echoed by Zhou et al.
(2014) who call for further research on customer perceptions of response time when different
types of compensation (both financial and psychological) are provided.

In addition, beyond the compensation rendered by the firm, situational factors can
influence customers’ post-recovery attitudes and behavioral intentions. For instance, Ostrom and
Iacobucci (1995) note that customers value different attributes of services depending on the
criticality of the service. In a recovery context, research points out the relevance of criticality of

service consumption in influencing customer evaluations of service recovery (e.g., Mattila, 1999;
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Teng, Chen, Chang, & Fu, 2014; Webster & Sundaram, 1998). Despite the preponderance of
research supporting the pivotal role of financial and psychological compensation, as well as
criticality of the service in explaining customer responses to service failure and recovery
encounters, so far there is no research examining the extent to which the above factors influence
customer perceptions of online service failures. Seeking to advance research in the domain, this
study investigates the interplay between response time, compensation and criticality, for service
failures taking place in e-retailing.

Further, construal level theory (Liberman & Trope, 1998) suggests that time is construed
in more abstract terms than money. The theory posits that the alignment of the firm’s stimuli
with customers’ construal levels is important in shaping perceptions. For instance, research on
charitable giving demonstrates that appeals to charitable causes are most effective when the
cause activates a construal, which is aligned with the construal of the resource being requested,
whether time or money. In this regard, Macdonnell and White (2015) show that when social
causes are positioned abstractly (i.e. feelings and connection to others are promoted), consumers
are likely to donate a resource in kind, such as time (also construed in abstract terms). The
reverse is true when causes are positioned more concretely (i.e. concrete action are advertised),
and donations of money are encouraged.

Further, research shows that temporal distance is an important domain related to
construal level. Temporally close actions, events, or objects are represented by low level
construals; these events are construed in concrete terms, thus customers focus on constraints and
the feasibility of achieving outcomes. By contrast, temporally distant events are represented by
low level construals; these events are construed in abstract terms, thus customers are encouraged

to focus on the benefits and desirability of outcomes (Zauberman & Lynch, 2005). Customer
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construals lead to distinct consequences (Leclerc et al., 1995). For instance, Fujita, Eyal,
Chaiken, Trope, and Liberman (2008) establish that social appeals drawing on concretely framed
messages are particularly effective at generating temporally proximal donations (i.e. money), but
not temporally distant donations. In a similar vein, Jin and He (2013) note that temporal distance
influences customer evaluation of persuasive messages embedded within service guarantee
policies. The above study shows that compensation set in the guarantee is construed in concrete
terms, therefore, it is relevant for temporally close purchase decisions. Ease of invoking the
guarantee, on the other hand, is construed in abstract terms and it is most effective at influencing
distant decisions.

Drawing on construal level theory (Liberman & Trope, 1998) and the evidence from past
consumer research, the present study proposes that customer satisfaction and behavioral
intentions following service failures in e-retail settings are positively affected when response
time and compensation activate similar construal levels (Macdonnell & White, 2015). From the
customer perspective, financial compensation determines the money obtained from the recovery
encounter, whereas psychological compensation determines the self-worth obtained from the
same encounter. Since financial compensation and temporally close events are construed in
concrete terms, it is expected that financial compensation activates construals which are best
aligned with immediate response to the failure. By contrast, psychological compensation and
temporally distant events are construed in abstract terms (Zauberman & Lynch, 2005).
Psychologycal compensation in the form of apology is considered as future-driven, and as such,
it provides a basis for future customer-firm interactions (Basso & Pizzutti, 2016). It is, therefore,

expected that the construal levels associated with delayed response to the online service failure
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are best aligned with psychological compensation. In other words, delayed response to the failure
is likely to be effective when combined with psychological compensation.

Further, since money is construed concretely and time is construed abstractly, the
effectiveness of delayed response involving (psychological or financial) compensation will be
dictated by the degree of abstractness (or concreteness) conveyed by the service experience
(Macdonnell & White, 2015). Services perceived as high in criticality (i.e. the customer urgently
needs these services) are likely to be construed in concrete terms; customers might not be willing
to postpone failure resolution to a later stage and would, therefore, be receptive of immediate
recovery accompanied by financial compensation. By contrast, services perceived as low in
criticality (i.e. the customer does not urgently need these services) are likely to be construed in
abstract terms; customers might be willing to postpone failure resolution and to accept delayed
response accompanied by psychological compensation (Zauberman & Lynch, 2005). Following
the precepts of construal level theory, the present study posits a three-way interaction between
response time, compensation, and criticality of the service. Therefore:

H2a: Following service failures in e-retail settings, for service experiences of low criticality,
delayed response combined with psychological compensation will lead to greater (a) recovery
satisfaction, (b) PWOM, and (c) repurchase intentions, than delayed response combined with
financial compensation.

H2b: Following service failures in e-retail settings, for service experiences of high criticality,
immediate response combined with financial compensation will lead to greater (a) recovery
satisfaction, (b) PWOM, and (c) repurchase intentions, than immediate response combined with

financial compensation.
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23 The moderating effect of emotions

Emotions have long been recognized to play an important role in explaining customer
evaluations (Bagozzi et al., 1999). In service recovery research, emotions have received attention
over the past decade or so. Extant research refers to emotions as a mechanism for explaining the
link between customer perceptions of recovery fairness (or justice) and behavioral intentions. For
example, Schoefer and Diamantopoulos (2008) show that low perceptions of recovery fairness
elicit negative emotions, and in turn, negative word of mouth. Further, Chebat and Slusarczyk
(2005) demonstrate that perceived fairness of customer-employee interactions at the time of
recovery lowers negative emotions, and in turn, switching intentions. In the hospitality context,
del Rio-Lanza et al. (2009) note that procedural fairness towards recovery processes affects
customer satisfaction through the mediation of positive emotions.

Unlike the above research that undertakes the dimensional view of emotions (positive vs.
negative), other studies consider discrete emotions. For example, McColl-Kennedy et al. (2011)
examine how perceived justice dimensions differentially influence whether customers target
anger at the service employee or the firm. Whilst extant research considers emotions as outcomes
of perceived justice, and as antecedents to customer attitudes and behavioral intentions, empirical
research addressing how customer emotional state following service failures influences
evaluations of service recovery is sparse. An exception is the study by Smith and Bolton (2002)
showing that failure-elicited emotions influence customer responses to organizational recovery
efforts. The above authors consider customer responses to failed offline hotel and restaurant
services. The way customer emotional state influences evaluations of response time following

online service failures, however, is so far not known. Seeking to advance knowledge in the area,
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the present study investigates the extent to which the effect of delayed (vs. immediate) response
to online service failures is contingent upon customer emotional state.

According to research in neuropsychology, emotions are natural, instinctive responses of
the individual to threats in the environment (e.g., Brehm, 1999; Nowlis, Mandel, & McCabe,
2004; Zhou et al., 2014). Negative emotions, at their peak, elicit the desire to take revenge and to
harm the other party. Such desire, however, subsides over time as emotions lower in intensity
(Grégoire, Tripp, & Legoux, 2009). The above implies that the passage of time could lead to a
positive emotional state and frame of mind. Further, research following an information-
processing perspective shows that customer emotional state dictates the information-processing
strategy customers use in order to evaluate companies’ stimuli (e.g., Bless, Bohner, Schwarz, &
Strack, 1990). Customers in a positive emotional state tend to process less information and use
more abstract reasoning or heuristics than those in a negative emotional state, who rely upon
concrete reasoning and analytical processes of elaborating information (Mackie & Worth, 1989).

Extending the above evidence, the present study investigates whether the effect of
recovery delay on consumers is compounded (or not) by negative emotions elicited by the
failure. The study posits that the effect of response time in online service failures will be
contingent upon whether the customer is in a positive, or negative, emotional state and frame of
mind. When compared with customers in a positive emotional state, those who are in a negative
emotional state will evaluate delayed response to the online service failure more systematically.
This group of customers will be less likely to show satisfaction and willingness to revisit the
online retailer. By contrast, customers in a positive emotional state will engage in abstract
reasoning when evaluating delayed response to the online service failure, and they will show

willingness to ‘forgive’ the retailer for the delay. Thus, it is hypothesized that:
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H3: Following service failures in e-retail settings, customer negative emotions will
interact with response time in influencing (a) recovery satisfaction, (b) PWOM and (c)
repurchase intentions.

The hypothesized relationships are illustrated in the conceptual model in Figure 1.

Figure 1: Conceptual model

TIME Hs

Customer responses

Satisfaction
X

COMPENSATION

X

CRITICALITY Repatronage

CONTROL VARIABLES

Gender, Age, Service Failure Experience,
Online shopping frequency, Distributive and
Interactional Justice

3. Methodology
3.1  Research Design

In order to test the research hypotheses, a scenario-based experiment was conducted. The
method is appropriate for investigating naturally occurring events such as service failures and to
avoid issues of recall and negativity bias typically associated with self-reporting techniques,
whereby customers are asked to recall their negative experiences happened in the past (e.g.,
Smith et al., 1999; Van Vaerenbergh, Lariviere, & Vermeir, 2012; Wirtz & McColl-Kennedy,
2010). The study employed a 2 (response time: immediate vs. delayed) x 2 (compensation:
monetary vs. psychological) x 2 (criticality: high vs. low), between-subjects design. Scenarios of

a failure with an online retailer were designed. The scenario described a case of service failure
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during an online purchase via the website of a grocery e-retailer. In the process of completing the
online transaction, the system failed and the transaction was unsuccessful. After receiving a
customer complaint via live chat feature on the website, the firm attempted service recovery.

Response time. Immediate response was operationalized by inserting the following statement
into the scenarios: “In answer to the complaint, the customer service agent on the live chat
resolves the problem and immediately apologizes for the inconvenience / immediately resolves
the problem and provides a 30% off the online purchase. A message also appears on the screen
saying: we apologize for the inconvenience”. The corresponding statement for the condition with
delayed response read as follows “You exchanged several messages with the customer service
agent on the live chat. You are asked to wait until someone looks into the problem. After three
hours, the agent calls you, confirms that there is an issue with the online order system and
provides a 30% off the online purchase / apologizes for the inconvenience”.

Compensation. Financial compensation was operationalized with the following statement:

“In answer to the complaint, the customer service agent on live chat resolves the problem and
provides a 30% off the online purchase.” The corresponding statement for the condition with
psychological compensation read as follows “..the agent immediately apologizes for the
inconvenience”.

Criticality. The scenarios high (low) in criticality stated that the online purchase was of
critical (minor) urgency as the customer lacks (has) alternatives. A sample of the scenarios is
provided in Appendix A.

3.2 Measures
Established scales were adapted for the study. The process of selecting the measures

followed the best practice guidelines for detecting psychometrically sound measures outlined by
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Bearden, Netemeyer and Haws (2011). Accordingly, the selected measures (1) share the
theoretical definition in the present study, (2) exhibit good psychometric properties (i.e. validity
and reliability), and (3) are relevant to the population of interest to this study (i.e. consumers).
The scales were contextualized for the online context. Four items from Maxham and Netemeyer
(2002) for recovery satisfaction and PWOM, two items from Maxham (2001) for repatronage,
and six items from Gelbrich (2010) for emotions, were employed. All measures were on a 7-
point Likert-type scale, anchored at 1=strongly disagree, 7=strongly agree (see Table 1). Control
variables were established factors identified in prior research, including failure severity, age and
gender (Guo, Lotz, Tang, & Gruen, 2015), prior experience (Karande, Magnini, & Tam, 2007),
distributive and procedural justice perceptions (Tax et al., 1998). By including control variables,
rigorous tests of the theoretical linkages proposed in Figure 1 were conducted and rival
explanations were excluded, consistent with recommendations by Hair, Black, Babin, &
Anderson (2010). All measures showed Cronbach’s alpha values above the accepted threshold of
.7 (Field, 2009), with the exception of repatronage intentions. However, composite reliability
(P.) for the same construct was above .7, therefore, deemed satisfactory (Hair, Hult, Ringle, &
Sarstedt, 2016). Given the composite reliability (P.) estimates and content validity issues
typically associated with item removal, all items for repatronage intentions were retained.

Table 1: Measures

Constructs Measurement items a P,
Recovery 1. On this occasion, THE FIRM provided a satisfactory resolutionto .93 .96
satisfaction the problem with the e-commerce website
2. Regarding this particular inconvenience, I am satisfied with THE
FIRM
Repatronage 1. I would continue purchasing food online from THE FIRM 47 75
intentions 2. 1 would continue shopping online
PWOM intent 1. I would recommend THE FIRM to my friends 95 .96
2. If my friends were looking for an online food retailer, I would tell
them to try THE FIRM
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Negative Considering the problem with the e-retailing website, I feel... 93 .86
emotions angry with THE FIRM

mad with THE FIRM

furious with THE FIRM

frustrated about the situation

disturbed by the situation

annoyed by the situation

S

33 Procedure

For data collection, a self-administered questionnaire was designed and administered via
the online survey building software Qualtrics. Consumers aged over 18 years old residing in the
UK at the time of the research, and who regularly shop from online grocery retailers, were
recruited through snowball sampling. Participants received a URL link directing them to the
questionnaire. The questionnaire started with some screening questions confirming that
participants were eligible for the study. Past experience of frequent online shopping ensured that
the participants could easily project themselves in the scenarios. Next, they were presented with
the experimental scenarios, followed by a battery of questions regarding emotions and behavioral
intentions. A total of 161 valid responses were obtained (202 responses received out of which 41
responses were removed as incomplete). The sample included 46 per cent males, 56 per cent in
the 18-24 age group, and 44 per cent in the 25-34 age group.

E-retailing was selected as context for the research given its tremendous growth in the
UK over the last decade or so. Within e-retailing, online grocery shopping counts £9.92b sales in
2016, and the total online grocery market is estimated to reach up to £16.7b in sales by 2021
(Mintel, 2017). Frequent online shoppers include the Millennials (aged 21-34) and Generation Z
(aged 15-20), both groups showing exceptional enthusiasm for the online channel (Nielsen,

2015). The growing traffic to retailers’ online channel is, however, matched with growing
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incidents of service failures and customer complaints (Ombudsman Services, 2016). Given the
above background, e-retailing provided a topical and pertinent context for this research.
34 Realism, manipulation and control checks

Prior to the main data collection, a pilot study (n=20) was conducted. Qualitative
feedback from potential participants was used to revise the length of the questionnaire, confirm
the readability of the questions, and the levels at which to set the experimental manipulations
(Blodgett et al., 1997). Subsequent statistical analyses confirmed that the failure and recovery
scenarios were perceived as realistic (mean realism rating of 5.40, significantly greater than the
scale mid-point of 4). Manipulation checks were conducted for the three factors included in the
experiment. The response time manipulation was drafted following procedure suggested by
Smith et al. (1999). The participants were also asked to indicate to what extent they agreed that
“a resolution is provided as soon as you reported the problem” (1=strongly disagree, 7=strongly
agree), consistent with Zhou et al. (2014). For response time, participants in the immediate
response condition perceived that response had not been delayed (M=5.65), whereas those in the
delayed response condition did not (M=5.45). Contrasts between psychological and monetary
conditions also confirmed the efficacy of the compensation manipulation (M=5.43 vs. M=5.72).
For criticality, participants were asked to indicate to what extent they agreed that “the online
food order is critical for you™ and “you have no alternative food options™ (1=strongly disagree,
7=strongly agree), consistent with Webster and Sundaram (1998). Participants in the high
criticality condition regarded the online grocery shopping experience as critical (M=5.40), while
those in the low criticality condition did not (M=5.41). Given the above, the manipulations
functioned as anticipated. In order to control for age, gender, education, past experience, severity

and perceived justice, these variables were added into the ANOV A model. The effects of age,
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gender, education, severity and past experience were not significant (p>.05). Distributive justice

was significant as a covariate, thus included in the model.

35 Analysis and Results

Results from ANOVAs at 5% level of significance are summarized in Tables 2 and 3
below. As shown in Table 2, response time in online service failures has a significant main effect
on recovery satisfaction F(1, 154)=5.71, p<.05, repatronage F(1, 154)=5.12, p<.01 and PWOM
F(1, 154)=9.86, p<.01. Participants in the delayed response condition reported lower
satisfaction, repatronage and PWOM intentions (satisfaction, M=3.69, SD=.104; repatronage,
M=4.86, SD=.086; PWOM, M=3.5, SD=.116) when compared with participants in the immediate
response condition (satisfaction, M=4.02, SD=4.04; repatronage, M=5.14, SD=.085; PWOM,
M=4.01, SD=.115). The effect of response time is, therefore, contrary to the research hypothesis.
Hence, H1 is not supported.

The three-way interaction effect between response time, compensation and criticality of
the service experience was significant for PWOM, F(1, 154)=3.64, p<.05 and repatronage, F(1,
154)=5.79, p<.05, not satisfaction, F(1, 154)=1.91, p>.05. The above result suggests that the
effect of delayed response is complex and interdependent with compensation type and criticality
of the service experience. The three-way interaction effects can be summarized as follows. For
online service experiences of low criticality, when monetary compensation is provided, delayed
response combined with monetary compensation (M=1.90, SD=1.26) leads to lower PWOM than
delayed response combined with psychological compensation (M=3.68, SD=0.65). Similarly,
delayed response combined with monetary compensation (M=3.75, SD=1.09) leads to lower

repatronage than delayed response combined with psychological compensation (M=5.00,
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SD=0.32). Although not hypothesized in the present study, the results reveal that, immediate
response combined with monetary compensation also leads to lower PWOM than immediate
response combined with psychological compensation (M=2.85, SD=1.16 vs. M=3.60, SD=1.20),
as well as repurchase intentions (M=4.35, SD=0.67 vs. M=5.00, SD=0.85) in service experiences
of low criticality.

For online service experiences of high criticality, when monetary compensation is
provided, immediate failure resolution results in lower PWOM (M=4.36, SD=1.03) and
repatronage (M=5.19, SD=0.89) than immediate failure resolution with psychological
compensation (M=5.25, SD=0.83 and M=6.00, SD=0.69). Further, delayed response combined
with monetary compensation also leads to lower PWOM than delayed response combined with
psychological compensation (M=3.88, SD=0.98 vs. M=4.55, SD=1.05), as well as repurchase
intentions (M=5.23, SD=0.66 vs. M=5.48, SD=0.72). The above findings confirm the interplay
between response time, compensation and criticality, whilst also providing support for the
relevance of psychological compensation as a form of atonement following service failures in
technology-enhanced retail settings. Therefore, H2a and H2b are supported for PWOM and
repatronage.

Further, in order to test whether the effect of response time is contingent upon customer
emotional state, moderated regression analysis was carried out, following the approach suggested
by Preacher and Hayes (2008). Results indicate that the effect of delayed response on recovery
satisfaction, repatronage and PWOM is contingent upon low levels of negative emotions.
Following service failures in e-retail settings, delayed response shows a significant positive
effect on satisfaction at low levels of negative emotions, but a negative effect at high levels of

negative emotions, F(3, 158)=52.76, p<.05. The same applies to repatronage, F(3, 158)=23.84,
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p<.05, and PWOM F(3, 158)=55.09, p<.05. Delayed response to the online service failure has a
positive effect on satisfaction at low levels of negative emotions (h=.231), but a negative effect
at high levels of negative emotions, 5=-.579, #(158)=-2.37, p=.019). The above also apply to
repatronage (b=.101 vs. b=-.472, t(158)=-2.57, p=.011) and PWOM (b=.113 vs. b=-.822,

t(158)=-3.72, p=.000). Hence, H3 is supported for PWOM and repatronage.

Table 2: ANOVA results
ANOVAs
RecovSAT PWOM RepurINT
Main effect
Response (RE) 5.71(.018)  9.86(.002) 5.12(.025)
Compensation (CO)  78.15(.000)  39.11(.000) 37.71(.000)
Criticality (CR) 199.8(.000)  84.58(.000) 61.85(.000)
Three-way interaction
RE x COx CR 1.91(.169)  3.64(.058) 5.79(.017)

Note: F-value in each cell, p-value provided in parentheses

Table 3: Mean values for the dependent variables

High criticality Low criticality
Monetary Psychological Monetary Psychological

Dependent Immediate Delayed Immediate Delayed Immediate Delayed Immediate Delayed
variables
RecovSAT 4.62 4.13 5.68 5.18 2.38 1.78 3.50

4.36 3.88 5.25 4.55 2.85 1.90 3.60
RepurINT 5.19 5.23 6.00 5.48 4.35 3.75 5.00

4. Discussion and Conclusions

The present study provides insights on the role of recovery response time in the context
of service failures taking place in e-retailing, a fast growing sector. It examines the viability of
delayed response as a recovery strategy for online retailers, its interplay with another recovery

strategy namely compensation, the situational factor of service experience criticality, and failure-

elicited emotions.
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The study’s findings reveal that, when considered individually, recovery response time is
important in influencing customer satisfaction, repatronage and PWOM following online service
failures. Nonetheless, the direction of the effect of response time is contrary to the hypotheses.
Delayed failure resolution is not effective at restoring customer satisfaction and at encouraging
repatronage or PWOM. By contrast, immediate response to the online failure is found to have a
positive effect on customer attitudes and behavioral intentions. The above finding is consistent
with a number of studies examining offline service recovery, and supporting the conventional
wisdom that recovery is most efficacious when timely (e.g., Conlon & Murray, 1996; del Rio-
Lanza et al., 2009; Durvasula et al., 2000; Hoffman et al., 1995; Homburg & Fiirst, 2005; Smith
etal., 1999; Tax et al., 1998). Customers use e-retailing because of high information availability
and variety, efficiency and convenience associated with the online channel (Liu et al., 2001;
Srinivasan et al., 2002). When services in e-retail settings fail, customers seem to react positively
if an equally efficient and seamless recovery experience is provided.

Interestingly, as evidenced by the study’s findings, perceptions of response time differ
depending upon variables such as other recovery efforts undertaken by the firm, and situational
factors. In particular, customers are concerned about the type of compensation received, whether
financial or psychological, and the criticality of the service experience. In the context of online
service experiences low in criticality, delayed response combined with psychological
compensation (vs. financial) lead to repurchase intentions and PWOM. On the other hand, for
online service experiences high in criticality, immediate response is most effective. In
conclusion, the above demonstrates that response time following online service failures should

not be considered and investigated in isolation.
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The interface between response time, compensation and criticality of the service
experience can be explained through the lens of construal level theory, suggesting that time and
money activate differential construal levels (Macdonnell & White, 2015), and firm’s actions
have a positive impact on customer intentions when aligned with the construal level activated by
customer resources of time and money (e.g., Fujita et al., 2008; Jin & He, 2013). Consistent with
construal level theory, the firm’s actions following online service failures have a positive
influence on customer behavioral intentions when these activate similar construal levels. Given
that financial compensation and temporally close events are construed in concrete terms,
financial compensation is best aligned with immediate response to the online service failure. By
contrast, psychological compensation and temporally distant events are construed in abstract
terms; hence, psychological compensation is best aligned with delayed response to the failure.
This evidence is consistent with recent research showing that, given their focus on the future,
apologies restore customer trust more than financial compensation (Basso & Pizzutti, 2016).

The above interaction effects, however, do not hold when recovery satisfaction is
considered. This finding can be attributed to the nature of the constructs under investigation.
Satisfaction tends to be service encounter-specific; customers are likely to be heavily influenced
by the online service failure in reporting their satisfaction. Repatronage and PWOM, on the other
hand, typically concern more holistic, cumulative assessments of the provider and of the overall
service encounter (Orsingher, Valentini, & de Angelis, 2010). This means that customers are
likely to evaluate the overall shopping experience when reporting their intentions to revisit and to
recommend the online retailer, whilst overlooking the failure event.

Lastly, the study’s findings show that emotions are crucial for explaining customer

attitudes and behavioral intentions following delayed response to online service failures. Delayed
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response to the online service failure leads to satisfaction, repatronage and PWOM when
negative emotions are low in intensity. When emotions are not at peak, customers are willing to
accept and react favorably to delay. Conversely, negative emotions compound the viability of
delayed recovery. The above findings support the view that emotions play an important role in
explaining customer evaluations (Bagozzi et al., 1999), including evaluations of recovery (Smith

& Bolton, 2002; Zhou et al., 2014).

5. Theoretical Contributions

By exploring the role of delayed response to service failures occurring in e-retail settings,
its consequences and boundary conditions, the present study makes novel contributions to theory.
The study seeks to enhance clarity on a contentious issue in service recovery literature regarding
the efficacy of timeliness as a recovery strategy (Davidow, 2003). By doing so, it demonstrates
that timely recovery is effective when considered as a standalone recovery strategy. However,
timely recovery is one of other recovery strategies the retailer might use, and not always a viable
one. Delay is often necessary, especially in online service failures, where customers lodge a
complaint via email or over the phone, and the firm may need time to investigate the online
service breakdown. Against this backdrop, the present study provides evidence that challenges
the conventional view that recovery should always be timely, by showing that delay in failure
resolution can be an effective strategy in low criticality service experiences. This is especially
the case when psychological compensation in the form of an apology is provided.

In addition, the present study establishes the relevance of construal levels in the context
of online service failure and recovery encounters. Prior research has demonstrated that time and

money are construed differently, and construal levels influence customer actions (Leclerc et al.,
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1995; Macdonnell & White, 2015). The present study shows that customers evaluate
compensation and response time together, based on the construal level that these recovery
strategies activate. Construal levels activated by recovery strategies are, therefore, theoretically
important and should be considered in future research. With the above, the study also adds
knowledge to consumer research by examining the interface of three well-established theories,
namely construal level (Liberman & Trope, 1998), neuropsychology (Brehm, 1999) and prospect
(Kahneman & Tversky, 1979) theories, and their applicability in online service recovery
encounters.

Further, this study advances knowledge in service recovery and information system
literature streams by providing insights on the boundary conditions to the effect of delayed
response to service failures in e-retailing. By doing so, the study provides theoretical merit for
considering customer emotions. Emotions are a major intervening factor influencing the efficacy
of delay as a recovery strategy, following online service failures. Finally, the study makes an
overarching contribution to a hitherto overlooked research area relating to online service failure
and recovery management. In particular, it shows that, due to reduced customer visibility of the
firm’s recovery actions, technology-enhanced retail settings act as a catalyst for encouraging

customer acceptance of delay in the process of online service failure resolution.

6. Managerial Implications

The results from this study have important implications for pure online retailers as well as
traditional retailers operating online and offline, who are seeking to improve and innovate their
online operations. First, the study offers a new perspective on service recovery management that

allows managers to design effective strategies to recover from online service failures without
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additional investment. The study suggests that, under certain conditions, delaying response to
online service failures can result in positive customer outcomes, such as enhanced repatronage
and PWOM. Delay is most effective in the context of low criticality service experiences, and
when combined with psychological compensation. Based on the above finding, firms should
consider admitting to customers that a delay is inevitable. This could involve blueprinting the
online delivery and recovery processes that predictably lead to delays, assessing the level of
criticality customers associate to online service experiences, and training employees to be
apologetic to customers when online services fail.

Second, the study demonstrates that construal levels underpin customer evaluation of
response time. Delayed response to the online service failure is likely to activate abstract
construals, and it is well-accepted by the customers when combined with recovery efforts which
also activate abstract construals. Both, the time associated with delay, and psychological
compensation, are construed in abstract terms, and function in tandem. The above findings
underscore the importance for firms to be aware of the fact that customers are naturally inclined
to exhibit differential construals depending on the type of resource associated with recovery,
whether time or money. Construals, in turn, influence customer post-recovery attitudes and
purchase intentions. In the light of the above, firms are recommended to be proactive at
managing online service failures in a way that recovery efforts are aligned, and activate similar
construals.

Third, the study demonstrates that the effect of response time is contingent upon
customer emotional state at the time of recovery. Delayed response to the online service failure
does not seem to be effective when customers are in a negative emotional state, though it leads to

positive outcomes if customer negative emotions are low. The above evidence highlights the
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importance for firms to have processes in place for capturing customer emotions following
online service failures. Such processes may involve, for instance, asking customers to report on
their emotional state via the live chat feature on websites or via text messages, both after the
online service failure and prior to recovery, and to have a record of such information in the

firm’s internal systems for future use.

7. Limitations and Avenues for Further Research

The study’s limitations provide useful avenues for further research. First, the levels of
response time warrant further consideration. Davidow (2003) classifies three types of response
time: immediate, necessary and unnecessary delay. In this study, immediate and necessary delay
were considered. Unnecessary delay is often perceived as inexcusable by customers, therefore,
this response time was not examined. Nonetheless, future research could extend knowledge by
investigating how customers respond to necessary versus unnecessary delay in failure resolution,
and whether delayed response are effective with other recovery strategies such as providing
explanations for the failure. Research in this direction can address issues concerning the extent to
which failure resolution can be delayed, and the conditions under which delay is perceived as
necessary. A related area of further investigation concerns the effect of response time when
multiple failures occur within the same service encounter and/or following double deviation
scenarios, whereby both the initial service and recovery fail.

Second, the results of this study indicate another area worthwhile of further investigation,
regarding the circumstances under which time is construed in abstract terms, and the impact that
such construal might have on profitable customer outcomes. It is possible that time is always

construed as relatively abstract. Another possibility is that situational factors, such as failure
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severity or the type of service failure (process vs. outcome), might activate more concrete
thoughts about time. The failure scenarios employed in this study were relatively mild. The way
highly severe failures impact customer responses to delayed recovery can be investigated. For
example, highly severe failures may heighten customer perceptions of time loss associated with
the delay, in which case the advantage of recovery delay would apply to low severity failures. It
is, therefore, recommended that future studies consider the role of recovery time across failures
of varying magnitude levels.

Third, the study advances prior knowledge by investigating how the effects of delayed
response to online service failures vary according to the type of compensation offered to the
customer, whether financial or psychological. Future research might consider whether the effect
of delayed response to the failure also varies according to the communication provided to the
customer, given that communication might also be construed in abstract terms. Fourth, this study
examines whether and how negative emotions elicited by a failure influence the impact of
response delay on customer outcomes. Future studies could extend our findings by investigating
whether negative emotions impact the effects of compensation and criticality on positive

customer outcomes.
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APPENDIX A — SAMPLE SCENARIOS

Scenario A (Immediate response, Financial compensation, High criticality)

You live in a remote area and the nearest big supermarket is one hour drive. You have planned to invite some friends over to celebrate
your birthday this weekend, so you have to do food shopping for the party. Because it is a long way to reach the supermarket, you decide to order
food online. After spending almost two hours checking the items on discount and selecting the items you need, you proceed to checkout. The
system asks you to insert your card details. Once you have done so, you click on the ‘proceed’ button to complete the transaction. However, the
online transaction does not go through successfully because of an unknown system error with the site. You can only read the following on the
screen: ‘We are unable to proceed your order. Please try again later’.

You decide to wait 10 minutes before trying again. After 10 minutes, you insert your card details again and attempt to complete the
transaction. However, the same error message appears on the screen and you are unable to complete the transaction. You contact Customer
Services at FIRM NAME to report the issue with the online retailing site. For convenience, you use the live chat feature on the website to speak to
the customer service agent.

The online purchase is very important to you as you have no food alternatives at home and really need to proceed with the online grocery
shopping. In answer to your complaint, the agent on the live chat resolves the problem and provides you with a 30% off the online purchase.

Scenario B (Delayed response, Psychological compensation, Low criticality)

You live in a remote area and the nearest big supermarket is one hour drive. You have planned to invite some friends over to celebrate
your birthday this weekend, so you have to do food shopping for the party. Because it is a long way to reach the supermarket, you decide to order
food online. After spending almost two hours checking the items on discount and selecting the items you need, you proceed to checkout. The
system asks you to insert your card details. Once you have done so, you click on the ‘proceed’ button to complete the transaction. However, the
online transaction does not go through successfully because of an unknown system error with the site. You can only read the following on the
screen: ‘We are unable to proceed your order. Please try again later’.

You decide to wait 10 minutes before trying again. After 10 minutes, you insert your card details again and attempt to complete the
transaction. However, the same error message appears on the screen and you are unable to complete the transaction. You contact Customer
Services at FIRM NAME to report the issue with the online retailing site. For convenience, you use the live chat feature on the website to speak to
the customer service agent.

Luckily you have other groceries at home. After exchanging several messages with the customer service agent, you are asked to wait until
someone looks into the problem. After three hours, the customer service agent calls you, confirms that there is an issue with the online order
system and immediately apologizes for the inconvenience. A message also appears on the screen saying ‘we apologize for the inconvenience’.
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Highlights

e Online retailers can benefit from delaying response to online service failures.

e Delayed response combined with apology are effective in low criticality services.
o Low negative emotions enhance customer acceptance of delayed recovery.

o Customers construe recovery strategies differentially.

e Online retailers should match recovery strategies with customers’ construals.



