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Abstract

The main goal of this paper is to extend the traditional theoretical model of service recovery to the online
purchasing environment by investigating the impact of perceptions of justice after recovery efforts toward
unsatisfactory Internet purchasing on customer trust and loyalty. The authors develop a theoretical model
focusing on interrelationships among complaint handling evaluations, quality of prior experience, familiarity,
trust, perceived value and loyalty. To test this model, 3,339 customers from all over Brazil who had been
engaged in complaint processes about online purchases within the past 6 months answered an online
questionnaire. Findings indicate that interpersonal treatment by the e-retailer improves consumer perceptions of
the online recovery process. Consumer trust in the firm's website is strongly influenced by satisfaction with
complaint handling, familiarity and the quality of prior experiences with the website, while consumer trust in
Internet shopping is mainly affected by familiarity and the quality of prior experiences with Internet purchasing.
These two dimensions of trust are distinct and represent discrete facets, as they do not impact each other.
Moreover, repurchase intentions and word-of-mouth communication are influenced by consumer trust.

Key words: recovery efforts; consumer trust; loyalty; internet purchasing.
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Introduction

The prominent growth of electronic retailing has been accompanied by the diagnosis of
recurrent failures, some of which are new (when compared to the offline context) (Forbes, Kelley, &
Hoffman, 2005). One source reports that for every four purchases made through the Internet, at least
one results in some kind of dissatisfaction (Zemke & Connellan, 2001). Exacerbating this situation,
electronic retailing seems to be an almost perfect market, as the information is instantaneous and
consumers can compare offers from all over the world. Therefore, with the competition just one mouse
click away, the exodus of customers becomes much easier (Shankar, Smith, & Rangaswamy, 2003).
Within this context, recovery efforts become essential for retaining customers and consequently for the
survival of the firm in the business context.

A consistent theoretical framework sustained by empirical evidence suggests that satisfactory
complaint handling contributes to customer retention, loyalty and commitment (Smith & Bolton, 1998;
Tax, Brown, & Chandrashekaran, 1998; Weun, Beauty, & Jones, 2004). On the other hand, failure to
address customer dissatisfaction represents a double failure and could lead to reduced trust, loss of
customers and negative word-of-mouth, which has a stronger impact than positive word-of-mouth
(Berry & Parasuraman, 1991). However, most research carried out on this topic has centered on the
more traditional ‘bricks and mortar’ offline retail environment.

It is generally accepted that the Internet does not change the fundamental principles of
marketing (Berry & Parasuraman, 1991; Holloway & Beatty, 2003), and accordingly, the
understanding we have achieved from offline service recovery studies is highly relevant online.
However, there is a number of issues that might be considered unique to the Internet environment.

Firstly, the interaction, mainly face-to-face, that is so central in failures and recovery processes
in traditional retailing, in the online environment, is largely substituted by technology. Another factor
that appears to differentiate recovery online is the fact that, while in an offline business transaction a
consumer interacts with the seller, and sellers can detect failures and quickly take measures for
recovery. In an online transaction, a consumer interacts with a mediating environment that may not
detect failures. For this reason, consumers should be given a means of voicing their concerns easily
(Ahmad, 2002). Third, when a consumer considers purchasing online he/she may have different levels
of trust concerning individual perceptions of the online environment as a whole — what McKnight,
Choudhury and Kacmar (2002) called institution based trust —, and his/her perceptions of a specific
web-vendor — called trusting beliefs by McKnight et al. (2002). These two dimensions of trust are not
present in the offline context, and few empirical studies have simultaneously explored both system-
based and company specific trust and the impact of both on repurchase intentions, not to mention the
interaction of these two factors within the e-commerce arena.

A small number of studies contribute to knowledge about recovery perceptions in electronic
purchasing. Descriptive studies have sought to identify and classify failures that occur in electronic
retailing, the recovery strategies most commonly used and the consequences of such strategies
(Ahmad, 2002; Forbes et al., 2005; Holloway & Beatty, 2003; Nasir, 2004). Coming closer to what
has been developed in the offline environment, Holloway, Wang and Parish (2005) sought to
empirically investigate the moderating influence of the cumulative online purchasing experience by
testing a traditional complaint handling framework within the context of online retailing, using
distributive justice, experience, satisfaction with complaint handling, repurchase intention and word-
of-mouth communication. On the other hand, other important variables have been neglected (e.g.,
other dimensions of justice, perceived value and familiarity), some of them unique to the Internet
context, such as trust in the Internet and trust in the site and familiarity.

Based on this scenario, the present study aims to extend the traditional theoretical model of
service failure and recovery to the online purchasing environment, investigating the impact of
perceptions of justice after recovery efforts towards an online purchasing on customer trust and
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among the specific aspects of the complaint handling evaluations will be analyzed together with the
aforementioned constructs perceived value, prior experience, familiarity, trust and loyalty. Moreover,
we explore these impacts in two different contexts: the Internet as a whole and retailing sites. We
believe they may influence each other, €.g., an inadequate failure resolution from a web vendor can
influence not only the consumer’s trust in this virtual vendor in particular but also on online retailing
in general and vice-versa.

This article consists of three main parts. The first deals with the theoretical foundation
underpinning the study, and the framework. The second discusses the aspects related to the research
method, and the third presents the results.

Theoretical Foundation and Research Hypotheses

Justice perceptions and satisfaction with complaint handling

A complaint handling process begins with a complaint made by a customer which, typically,
produces (a) interaction between the claimant and representatives of the company and (b) outcomes
(Tax et al., 1998). Contemporary studies on complaint management have offered substantial evidence
on the suitability of the concept of fairness and its three dimensions — procedural, distributive and
interactional - as a base for understanding the process of complaining and its outcomes (Blodgett, Hill,
& Tax, 1997; Goodwin & Ross, 1992; Santos & Rossi, 2002; Smith, Bolton, & Wagner, 1999; Tax et
al., 1998).

Distributive Justice refers to the allocation of benefits and costs between the parties to a
transaction. Within the context of the complaint, distributions are seen as a tangible outcome offered
to the claimant by the firm (e.g., exchanging the product or reimbursing the money). The second
dimension, Procedural Justice, concerns policies and procedures used by firms, and has six sub-
dimensions: flexibility, accessibility, process control, decision control, speed of response and
acceptance of responsibility (Tax et al., 1998; Thibaut & Walker, 1975). Interactional Justice is the
third dimension and involves the manner in which the employees treat and communicate with the
customer during the complaint. Six sub-dimensions have been studied: courtesy, honesty, empathy,
effort, explanations and apologizing (Clemmer, 1988; Tax et al., 1998).

It is important to highlight that the latter — interactional justice — may appear of little
significance in the case of online purchasing, due to the lack of physical interactions. However, though
almost irrelevant at the time of purchase, this dimension of justice appears to become an important
element for an efficient recovery, due to the consumer’s need, either through e-mail or over the
telephone, to feel well treated by the company. Hence, even though there is no face-to-face contact
between the customer and the company representative, personal treatment during the recovery will
help to create a general assessment of the degree to which the company was fair.

Post-purchase satisfaction has been considered a central mediator that links prior beliefs to post-
purchase cognitive structures, communication and repurchase behavior (Westbrook, 1987). Similarly,
satisfaction with the handling of a complaint can be considered a central element mediating the
relationship between assessments made regarding these management and post-complaint attitudes and
behavior. According to the literature on social justice, satisfaction is linked to assessments of fairness
in various conflict situations (Messick & Cook, 1983). Extending this logic to complaint handling, it is
widely recognized that consumer satisfaction with the complaint episode results from the assessment
of aspects regarding the final outcome (distributive justice), the process that led to the outcome
(procedural justice) and the manner in which the consumer was treated and informed during the
episode (interactional justice), that is, how fair these aspects were (Blodgett et al., 1997; Goodwin &
Ross, 1992; Liao, 2007; Mattila & Patterson, 2004; Smith et al., 1999; Tax et al., 1998). Therefore,
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H1: Perceptions of procedural justice will have a positive impact on satisfaction with complaint
handling in online purchasing.

H2: Perceptions of interactional justice will have a positive impact on satisfaction with
complaint handling in online purchasing.

H3: Perceptions of distributive justice will have a positive impact on satisfaction with complaint
handling in online purchasing.

Satisfaction with complaint handling in online purchasing and consumer trust

The construct of trust has been widely studied in the literature on electronic commerce. It has
been seen as fundamental in explaining consumer repurchase behavior on the Internet (Pavlou, 2003;
Sultan, Urban, Shankar, & Bart, 2002), as well as outside it (Garbarino & Johnson, 1999; Morgan &
Hunt, 1994; Nooteboom, Berger, & Noorderhaven, 1997). Trust is a concept studied in several
disciplines, and, as a result, there are different definitions. In this study, consumer trust in an online
retailer is defined as “the willingness of the consumer to be vulnerable to actions of the electronic
retailer during an Internet transaction based on the expectation that the retailer will behave in a
suitable manner, independently of the ability of the consumer to monitor or control that electronic
retailer” (Mayer, Davis, & Schoorman, 1995, p. 79).

According to the literature, consumer trust in an Internet purchase will have two dimensions:
trust in the purchase site and in the Internet as a whole (Chen & Dhillon, 1993). These facets are, then,
distinct nodes regarding which the customer makes independent judgments during the course of the
exchange. This idea is corroborated by Grabner-Krauter and Kalusha (2003), who dealt with two
dimensions of trust in the online environment: trust based on the system (system-based trust), that
would be trust in the Internet as a means of purchase and trust in the particular retailer (e-tailer trust).
According to the same authors, while the latter has been widely studied, the former has been largely
neglected.

In studies of traditional offline retail channels, consumer post-recovery satisfaction is clearly
linked to future attitudes and behaviors (Bitner, Booms, & Tetreault, 1990; Dube & Maute, 1998; Tax
et al., 1998; Webster & Sundaram, 1998). However, prior work has focused more on the immediate
intentions of behavior (repurchase intentions, for example) and less on the attitudinal variables (such
as trust). In one exception, Tax, Brown and Chandrashekaran (1998) explored the relationship between
post-complaint satisfaction and relational variables and found a significant and positive relationship
between resolution satisfaction and post-complaint trust.

Similarly, e-commerce research has also linked consumer satisfaction to company trust (Pavlou,
2003; Ribbink, Van Riel, Liljander, & Streukens, 2004). Therefore, when a customer perceives the
complaint handling performance of a company as fair and satisfactory, his/her feelings of trust tend to
strengthen. Conflict situations appear to be even more critical, as it is in adversity that partnerships are
put to the test. Accordingly, a satisfactory solution of a failure in delivering a product, for example,
can say more about the credibility of a certain site than a routine situation. Similarly, an efficient
recovery process can help increase trust in electronic commerce as a whole. Ribbink, Van Riel,
Liljander and Streukens (2004), in fact, state that satisfactory experiences with a specific electronic
retailer inspire consumer trust in the virtual medium (system-based trust). Based on this information,
we propose that:

H4: Consumer satisfaction with complaint handling in online purchasing will have a positive
impact on the consumer’s trust in the company’s site (a) and in online retailing (b).

Jarvenpaa, Tractinsky and Vitale (2003) argue that the most significant long-term barrier to
reaching the full potential of the Internet is the lack of consumer trust, both in the merchant’s honesty
and in the merchant’s competence to fill Internet orders. Trust is a critical factor in any relationship in
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which the trustor (e.g., consumer) does not have direct control over the actions of a trustee (e.g.,
merchant or store), the decision is important and the environment is uncertain (Mayer et al., 1995).

Drawing from cognitive consistency arguments, consumer trust in Internet shopping is proposed
to directly influence consumer trust in the firm’s web site. When the salesperson is absent from or
peripheral to the selling and buying process, as is generally the case with Internet stores (Lohse,
Bellman, & Johnson, 2000), then the primary target of the consumer’s trust is the Internet as a whole
(Grabner-Krauter & Kaluska, 2003; Milne & Boza, 1999). So, trust in Internet shopping may influence
trust in a company’s site because it offers a guarantee of the consistent and competent performance of
the companies operating in the environment.

The literature also offers evidence for the existence of a corresponding relationship, that is,
consumer trust in an online selling channel is likely to enhance one’s system-based trust (Grabner-
Krauter & Kaluska, 2003; Lee & Turban, 2001). According to the dispositional approach, consumers
develop attitudes and action tendencies to respond to industry-context situations in a particular,
predetermined manner (Nijssen, Singh, Sirdeshmukh, & Holzmueller, 2003). These dispositions are
thought to emerge as consumers synthesize their information and experiences across multiple
exchanges (with different sellers) within an industry to develop higher-level inferences.

Although we do not explore which type of trust comes first, system-based trust or trust in an
online selling channel, we propose that:

H5: Consumer trust in online retailing will have a reciprocal impact on consumer trust in the
company’s site.

Quality of prior experiences, familiarity and consumer trust

In an online environment, the quality of prior experiences with online purchasing plays an
important role, as it links previous behavior with the probability of that behavior being repeated
(Chiou, 2004). The consumer experience can be either direct, such as searching for information,
purchase and consumption of products, or indirect, such as exposure to propaganda and observation of
other consumers (Alba, Hutchinson, & Wesley, 1987). The experience of consumption is not limited
to a specific category of product, but is also related to diverse purchase situations, as well as the
assessment of purchase alternatives (Suk & Mitchell, 2004). Therefore, in the same way as trust
operationalisation, cumulative consumer experience involves two dimensions: (a) specific experiences
with the site and (b) experiences with purchasing online. The consumer’s prior experience with the
firm’s site or with the online environment in general can be assessed positively with good, pleasant
and valuable experiences, or negatively with bad, unpleasant, valueless experiences. Thus, by affecting
the consumer’s ability to make predictions based on benefits and value received, prior experiences are
expected to positively impact consumer trust.

Drawing on attribution theory, we posit that positive prior experiences will lead the buyer to
benefit the firm with benevolent attributions, thereby enhancing feelings of trust. On the other hand,
negative prior experience generates suspicion and doubt about the website, reducing consumer trust in
the site. In short, as trust is formed not as a result of a single episode but based on successive good
experiences with the firm, it is expected that experiences prior to the complaint, in addition to the
influence of satisfaction with the recovery process, significantly influence trust in the firm’s site.
Therefore, it is proposed that:

H6: Quality of Prior experience with the company’s site will positively influence consumer
trust in the site.

Regarding Internet shopping, it is also proposed that the quality of prior experience of the online
retailing environment will impact consumer trust on the medium. When prior experiences with
Internet purchasing are bad, consumers may develop uncertainty regarding the Web and vice-versa.
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their overall attitudes toward it (Yoh, Damhorst, Sapp, & Laczniak, 2003). Based on this reasoning, we
hypothesize that:

H7: Quality of Prior experience with online retailing will positively influence consumer trust in
online retailing.

While prior experience has to do with the valence of the experience (good, pleasant, satisfactory
or bad, unpleasant, dissatisfactory), familiarity is related to the knowledge acquired and stored in
memory, and with the ability to make decisions (Alba et al., 1987; Bettman & Park, 1980). Familiarity
with the firm’s website reflects the consumer’s knowledge about purchasing from a specific online
retailer. Consequently, it deals with knowing and understanding the trading partner, its work
procedures, goals, beliefs and values. It builds trust by creating appropriate frameworks within which
the trustor can place his/her beliefs about the trustee and know what to expect from it (Gefen, 2000).

Another way in which familiarity builds trust is that familiarity results in fewer
communicational misunderstandings (Kumar, 1996) that could otherwise undermine trust. Yoon
(2002) shows that website trust is influenced by consumer familiarity with and prior experience of e-
commerce.

H8: Familiarity with the company’s site will positively influence consumer trust in the site.

Familiarity could also be related to the Internet shopping experience in general and not only to a
specific web site (Sultan et al., 2002). From this perspective, consumers will accumulate knowledge
about purchasing on the Internet and, therefore, will become more skillful at purchasing. Familiarity
with the Internet thus reflects the ability of the consumer to understand information based on the
Internet (Moreau, Lehmann, & Markman, 2001). An expert user, who is familiar with Internet
purchasing, is more likely to have greater confidence in the Internet than a novice user (Sultan et al.,
2002). Therefore, online trust may be higher for an Internet-savvy consumer. For this reason, we
propose the following:

H9: Familiarity with online retailing will positively influence consumer trust in online retailing.
Antecedents of loyalty

In the words of Reichheld and Schefter (2000, p. 113): “loyalty is not won with technology, but
through the consistent delivery of greater value to the customer”. Loyalty is usually measured by two
outcome dimensions: consumer repurchase intentions and positive WOM.

Conceptual (Nooteboom et al., 1997) and empirical (Agustin & Singh, 2005; Morgan & Hunt,
1994; Tax et al., 1998) studies emphasize trust as a fundamental ingredient for the development of
long-lasting relationships between consumers and firms. In online commerce, trust appears to be even
more relevant since there is a lack of the physical contact and the tangible aspects which are present in
traditional retailing. Therefore, the success of the firm, as well as the future of e-commerce will
depend on building trust and credibility among consumers and of a favorable attitude towards the web.
This idea is reinforced by Reichheld and Schefter (2000), Pavlou (2003) and Ribbink et al. (2004),
though the latter authors noted a continued lack of empirical evidence establishing a link between trust
and loyalty in the online environment. Thus, it is proposed that:

H10: Consumer trust in the site will have a positive impact on the intention to repurchase from
the site and (b) to spread positive WOM regarding the site.

H11: Consumer trust in online retailing will have a positive impact on the intention to
repurchase from the Internet and (b) to spread positive WOM about online retailing.

In addition to the influence of trust on consumer loyalty, this study proposes the existence of a
second precursor of consumer loyalty: the level of perceived value. Perceived value refers to the
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(Sirdeshmukh, Singh, & Sabol, 2002). The logic here is that, even when the consumer extracts benefits
originating from the relational exchange with the firm, if high maintenance costs are demanded, the
relationship will be less attractive and there will be less evidence of loyalty. The findings from
Sirdeshmukh, Singh and Sabol (2002) offer empirical evidence of this reasoning. In this study,
perceived value emerged as a significant antecedent of consumer loyalty, independent of the service
category. In the online context, Broekhuizen (2006) found the effect of items linked to perceived value
(time and effort expended) in repurchase intentions. Harris and Goode (2004) corroborated the strong
effect of value on loyalty. Based on this reasoning, the following hypotheses can be stated:

H12: The perceived value of the site will have a positive impact on the intention to repurchase
from the site and (b) to spread positive WOM regarding the site.

Based on the literature and established hypotheses, Figure 1 presents the theoretical model to be
investigated.

Loyalty (Positive
Word-of-mouth
about the Site)

Familiarity
with the site

Quality of Prior
Experience with

the site Site_
Environment
Procedural
Justice H (Retention to
S the Site) Perceived
Satisfaction with 4A Value
Interactional | Mo | Complaint  |_._._._ .|| ... et
Justice i Handlin H
H, ¢ %i = Loyalty
. > Trust in Online (Retention to Internet
Dlstrlbutlve Retailing the Internet) Environment
Justice Ambient

H Online
. . 7
Quality of Prior /
Experience with
Online o .
. Familiarity with L
Purchasing Online Hip

Purchasing

Loyalty (Positive
Word-of-mouth
about the Internet)

Figure 1. Framework for Understanding the Impact of Perceptions of Justice after Recovery Efforts
on Consumer Trust and Loyalty in the Internet Purchasing Context.

Method

We administered a cross-sectional survey using an online questionnaire with customers
representing every state in Brazil. This survey was accomplished in partnership with E-BIT
(http://www.ebit.com.br), a Brazilian company specializing in Internet purchasing research. E-BIT has
databases from a number of e-tailers, including two of Brazil’s largest companies: Submarino and
Americanas.com. E-BIT’s database retains data for consumers who have made an online purchase
within the previous 6 months. From this data, only those consumers who had experienced a failure and
had complained to the online selling channel were asked to answer the survey. We had an initial data
set of 3,339 respondents. We collected this data in November 2006, and in exchange for their
involvement, the participants received 7,000 bits, which could be used to compete for prizes on the E-
BIT site.

The initial portion of the survey instrument contained questions that required subjects to report
the details of a recent online purchase with a dissatisfactory experience that led to their lodeing a
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complaint and the time of the year the complaint was made. These questions provided useful
information that contributed towards understanding complaint handling evaluations and helped the
respondent focus on the encounter.

Following these initial open- and closed-ended questions, scaled measures adapted from
previous studies on service recovery literature were applied. The measures of interactional (6 items),
procedural (6 items), distributive justice (4 items) and satisfaction with complaint handling (3 items)
were taken from Tax et al. (1998); perceived value (4 items), consumer trust (8 items; 4 related to trust
in the site of the company and 4 related to trust in the online environment) were adapted from
Sirdeshmukh et al. (2002); repurchase intention (4 items) and positive word-of-mouth (3 items) were
adapted from Oliver and Swan (1989) and Zeithaml, Berry and Parasuraman (1996). All of them are
five point Likert scales.

Measures were translated into Portuguese using the back-translation technique and submitted to
face validity - two marketing professors identified problems related to the scale questions. The
questionnaire was modified when requested and a pre-test with 15 people was carried out. The scale
items used can be seen in the Appendix.

Given our central objective - to test the elaborated hypotheses and examine the statistic
significance of the proposed model - the Structural Equation Modeling (SEM) was utilized. Following
Byrne’s recommendation (1994), the estimation method chosen was the ERLS (iteratively reweighted
generalized least squares), available in EQS software, which is not based on the prerogative of
normality. In addition, as the chi-square test is very sensitive to normality deviations and samples
above 200, the analysis was carried out with other goodness of fit indices besides this test.

Results

The results obtained in the survey are presented in the following way: first, a general profile of
the sample is presented and the measurement model is examined using Confirmatory Factor Analysis
(CFA). After the establishment of the validity and reliability of the measures used, the examination of
the structural model is performed.

Data were examined to ensure that it abided by the multivariate assumptions of normality
(tested through Mardia’s coefficient), homoscedasticity (through Box’s M test) and linearity (through
bivariate scatterplots). Furthermore, we sought to remove cases labeled as outliers identified by the
Mahalanobis distance. Following these examinations, the sample consisted of 3,206. The response rate
was 16.5%, which can be considered high, considering that only those who had experienced a problem
with a completed online purchase could respond to the survey and participation was spontaneous.

Sample profile

The sample consisted of individual consumers residing in different areas of Brazil. All 27
Brazilian states are represented in the sample, as it reflects a broader range of demographic and
socioeconomic characteristics among online Brazilian shoppers. Ages ranged from 18 to 75, with
39.4% between the ages of 25 and 35. More than half (60.7%) were male. Educationally, 81.8% of the
respondents had a high school degree. Regarding monthly household income, 38% were at or above
USS$ 2,000. Most complaints were made only by email (40.7%), 16.9% by phone and 36.7% were
made by both phone and email. The highest frequency of complaints had been made over the previous
3 months (57.6%). This shows that a large part of the complaint episodes was reasonably recent,
increasing the likelihood of obtaining reliable answers.

Overall, the respondents were experienced online shoppers (mean score of 4.26 for Familiarity
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experiences (mean score of 4.28) and reported moderately high trust in online retailing as a whole
(3.79). With regard to the online selling channel specified in their complaint, respondents reported less
familiarity (3.55), less satisfaction with their prior experiences (3.81) and neutral feelings of trust
(3.11). Perceptions of fairness dimensions were generally clustered in the neutral mid-point of the
Likert scale (Interactional = 2.93, Procedural = 2.95, Distributive = 3.03). The likelihood of offering
positive WOM and repurchase intentions was on the low side (2.82 and 2.89, respectively), especially
as compared with the likelihood of positive WOM for e-commerce in general (4.36) and the continued
likelihood of future online purchasing (4.43). These findings are presented in the Appendix.

Validity and reliability

For the measurement model, in line with the work of Anderson and Gerbing (1988), all
observed variables were forced to load on their respective latent variables and were not allowed to
cross-load. Several fit indices were evaluated to assess the fit of the measurement model to the data.
Each index was adopted based on recommendations from the psychometric literature that supported
their consistency and ability to assess unique aspects of model fit. When these indices are used in
conjunction to evaluate model fit, values that approach .90 for the CFI, the NFI and the NNFI, and
values less than or equal to .08 for the RMSEA are indicative of a good fit of the model to the data
(Hair, Anderson, Tatham, & Black, 1998).

Results of the confirmatory factor analysis indicate that the measurement model fit the data well
(? = 18974.54, df = 1297; CFI = .96; NFI and NNFI = .95; RMSEA = .06). The chi-square statistic
was significant (p < .001), but this was expected because the chi-square statistic is sensitive to large
sample sizes (n > 200; Hair et al., 1998). All measures included in the analysis were reliable, with
construct reliability estimates that ranged from .73 to .90. In addition, convergent validity was
supported as all items loaded strongly and significantly on their respective factors, and the average
variance extracted (AVE) for each latent variable exceeded .50 (Fornell & Larcker, 1981). The
correlations among all constructs are all below the .90 threshold, suggesting that all constructs are
distinct from each other. Furthermore, the average variance extracted for each latent factor exceeded
the respective squared correlation between factors, providing evidence of discriminant validity
(Fornell & Larcker, 1981). Means, Standard Deviations, Standardized loadings, composite reliabilities
and Cronbach’s alpha coefficients are provided in the Appendix.

Finally, we confirm discriminant validity by comparing nested models for each pair of latent
constructs in which we either allow the correlation between two constructs to be free or restrict the
correlation to 1. Collectively, these models represent 68 individual tests of discriminant validity.
Discriminant validity is supported; the ¥2 statistic is significantly lower (p < .05) in the unconstrained
model than in the constrained model for almost all constructs. Of the 51 tests, only 1 suggested that
two of our constructs were not distinct; namely the facets of loyalty toward the website (Word-of-
mouth and Retention). These facets were then considered to be dimensions of a higher order factor
(i.e., loyalty). On the basis of these tests, we concluded that our measures are valid and measure fifteen
distinct constructs.

Examination of the hypotheses

After the examination of the measures used, this study focused on the theoretical structure. The
investigation of the set of hypotheses will be made primarily through the goodness-of-fit indices of the
hybrid model and the significance and magnitude of estimated regression coefficients. Moreover, a
determination coefficient was established for each structural equation, which represents the proportion
of variance of the dependent variable explained by the independent variables.

The findings obtained with the analysis of the structural model with a base of 3206 customers
are shown in Table 1. The chi-square value is significant and the normed chi-square (chi-
square/degrees of freedom) of 18.54 is higher than the threshold suggested by the literature. However,
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analysis of the chi-square value must be conducted along with other adjustment criteria (Hair et al.,
1998). Goodness-of-fit indexes CFI, NFI, NNFI, all over 0.90, are satisfactory and the RMSEA of
0.06 are acceptable.

The effects of perceptions of justice (interactional, distributive and procedural) on satisfaction
with the complaint handling, established in hypotheses H;, H, e Hj, respectively, were supported by
the results. The R? of 0.85 indicates that the three aspects of justice (personal treatment, resolution
process and tangible results) explained a significant proportion (85%) of variance in the consumer’s
satisfaction with complaint handling. The evaluations of processes during the complaint management
had little influence on satisfaction (regression coefficient of 0.25). The tangible results (distributive
justice) obtained through complaint had a higher effect on satisfaction (0.70) than interactional aspects
(0.54), which corroborates the importance of offering compensation to the customer rather then merely
treating him/her well.

The results also support hypothesis Hy, in which the relationship between satisfaction with
complaint handling and consumer trust is established. However, the impact of satisfaction on
consumer trust in the firm’s web site is much higher (0.65) than on online purchasing as a whole
(0.14). This is consistent with the idea that, in conflict situations, specific perceptions of the episode
may affect (enhancing or depleting) trust in relation to the other party involved in the dispute, but this
effect is not extended to other online retailers. It is important to stress that the impact of satisfaction on
consumer trust in the web site is much higher than the effect of familiarity (0.35), prior experience
with the site (0.15) and consumer trust in online purchasing (0.06). When consumers perceive that the
company acted appropriately in the resolution of their problem, they update their impressions about
the quality of the company and, thus, their feelings of trust are reinforced. The opposite occurs when
consumers perceive that the company handled their complaint negligently and/or ineffectively. The R*
of 0.61 reflects the good explanatory power of consumer trust in the firm’s web site.

Table 1

Estimated Regression Coefficients for the Theoretical Relationships Established

Model Relationships Standardized Regression  Hypotheses Findings
Coefficient

Dependent Variable: Satisfaction with Complaint Handling

Procedural Justice 0.25 (5.85) H, Accepted

Interactional Justice 0.54 (11.78) H, Accepted

Distributive Justice 0.70 (14.03) H; Accepted
R*=0.85

Dependent Variable: Consumer Trust in the Firm Website

Satisfaction with Complaint Handling 0.67 (13.59) Hja Accepted

Consumer Trust in Online Retailing 0.06 (1.38) Hs Not Accepted

Familiarity with the Company’s Web Site 0.35(25.07) H, Accepted

Prior Experience with the Company’s Web Si 0.15 (4.09) Hs Accepted
R*=0.61

Continues
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Table 1 (continued)

Model Relationships Standardized Regression  Hypotheses Findings
Coefficient

Dependent Variable: Consumer Trust in Online Retailing

Satisfaction with Complaint Handling 0.14 (3.27) Hyp Accepted

Consumer Trust in the Company’s Web Site 0.02 (1.08) Hs Not Accepted

Familiarity with the Internet 0.25 (5.25) H, Accepted

Prior Experience with online purchasing 0.36 (7.26) Hg Accepted
R*=0.21

Dependent Variable: Repurchase Intention from the Site

Consumer Trust in the Company’s Web Site 0.87 (16.15) Hioa Accepted

Perceived Value 0.03 (0.89) Hioa Not Accepted
R?=0.76

Dependent Variable: Positive Word-Of-Mouth about the Site

Consumer Trust in the Company’s Web Site 0.86 (15.68) Hiop Accepted

Perceived Value 0.01 (0.34) Hip Not Accepted
R*=0.74

Dependent Variable: Positive Word-Of-Mouth about Online Shopping

Consumer Trust in Online Retailing 0.61 (13.09) His Accepted
R*=0.38

Goodness-of-fit Indices:

%2 (Chi-square) 24276,096 (p<0.001) DF (Degrees of 1309

Freedom)
CFI (Comparative Fit Index) 0.96 NNFI (NonNorme 0.96
Fit Index)
NFI (Normed Fit Index) 0.96 RMR (Root Mear 0.32

Sq. Residual)
RMSEA (Root Mean Sq. Error of Approx.) 0.06

Note. * t-values between parentheses. Based on the two-tail test: t-values > 1.65 = p<0.05; and t-values> 2.33 = p<0.01.
Significant coefficients are in bold (all at level 0.01).

Regarding consumer trust in online purchasing, familiarity and prior experience with the
Internet exert a higher effect than satisfaction with complaint handling. These three variables could
explain 21% of variance in consumer online trust. Moreover, the reciprocal effect of the dimensions of
trust was not confirmed since the effects of trust in the firm’s web site on trust in Internet shopping
and vice-versa were not statistically significant (0.02, t=1.08 and 0.06, t=1.38, respectively). The
impact of trust on consumer repurchase intention from the same web site, supposed in Hios, Was
confirmed. Nonetheless, whereas the level of consumer trust had a significant effect on consumer
repurchase intention (regression coefficient of 0.87), the relationship between value and repurchase
intention was null (coefficient of 0.03), thereby rejecting the Hj,5. Concerning word-of-mouth
communication about the firm’s web site, similar effects were encountered, that is, trust exerted a
major impact and perceived value did not present a significant coefficient estimate, thus rejecting
hypothesis Hjsg. In the dimension of word-of-mouth about the website, the proportion of variation
explained by trust in the firm’s website (0.74) supports the importance of trust in the consumer’s
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intention to recommend a firm’s web site and in the development of an ongoing relationship between
the consumer and the firm.

Finally, the impact of trust in online purchasing on repurchase intention from the Internet as a
whole and on word-of-mouth about online purchasing, predicted by Hj,a and Hi,p, posits trust as an
important antecedent of the customer’s actions toward the Internet in the future. Moreover, the R’
estimates also reveal that, besides the great effect of trust, other predictors may be employed to
improve the proportion of variance explained.

Conclusions and Implications

This article aimed to provide and test a theory—based framework for mapping the mechanisms
underlying the recovery process in relation to online exchanges. This study offers three distinct
contributions. First, we conceptualize consumer trust as a bi-dimensional construct to obtain a fine-
grained understanding of its differential effects. This conceptualization is sustained by the recognition
of the multidimensionality of trust in the interorganizational and marketing literature. Second, it
proposes a model with interrelationships among web site-specific recovery evaluations and attitudes
toward online purchasing as a whole (e.g., intention to repurchase online and positive word-of-mouth
about Internet shopping). This provides valuable insights that can be applied in the formulation of a
dynamic portrayal of online purchasing. Third, our results support the view that concepts of justice, in
the online context, provide an effective theoretical framework for explaining satisfaction with
complaint situations, which in turn is closely linked to both trust and loyalty, offering empirical
support for the proposition that complaint handling is closely tied to relationship marketing. Each
contribution provides new insights into the recovery process involving consumers and virtual
providers.

While the bi-dimensionality of trust is ultimately an empirical (rather than merely a
psychometric) matter, systematic studies establishing the validity and usefulness of trust dimensions
have been lacking in the literature (Singh & Sirdeshmukh, 2000). We established that (a) consumer
trust involves two distinct facets: one relating to the web site and the other concerning Internet
purchasing as a whole; (b) these trust dimensions influence its respective dimension of loyalty (e.g.,
trust in the company’s web site influences repurchase intention from the site but not from the Internet
as a whole); and (c) they should influence each other. While these dimensions of consumer online trust
have been supported in previous research (Chen & Dhillon, 2003; Grabner-Krauter & Kaluska, 2003;
Lee & Turban, 2001; McKnight, Choudhury, & Kacmar, 2002; Milne & Boza, 1999), their
interrelationships have not been proposed and tested heretofore. However, in contrast with the
confirmatory results related to the two first propositions, we found that trust in the company’s site
does not influence trust in Internet purchasing or vice-versa. This suggests the existence of distinct
nodes on which each dimension of consumer trust is formed.

Moreover, the results reveal not only the absence of any association between trust in the web
site and in the Internet medium, but also that constructs related particularly to the web merchant (e.g.,
satisfaction with complaint handling and trust in the company’s web site) do not impact on more
‘general’ variables such as trust and loyalty to the online environment. This lack of influence sheds
some light on the existence of other mechanisms and variables, such as the consumer’s overall
satisfaction with his/her previous online purchases (not measured in this study). These results indicate
that recovery efforts are essential for building and maintaining strong and long-lasting relationships
with the company’s web site, but do not influence the customer’s view of Internet shopping as a
whole. One explanation for this is that we dealt with experienced consumers since a large part of our
sample is composed of consumers who had already acquired considerable experience of shopping on
the Internet. These consumers know exactly how the Internet works and are less inclined to change
attitudes due to a single experience.
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Analyzing the links between the dimensions of trust and the dimensions of loyalty, consumer
trust emerged as the strongest antecedent of repurchase and recommendation intentions. This result is
in accordance with the logic that with the increase in consumer trust they begin to believe that the
company will continue to act consistently and competently in the future, thus reducing the risks
associated to service purchase and creating the belief that consumers will continue to obtain value in
further dealings with the provider. In other words, the greater the trust of the consumer the higher the
probability of engaging in future exchanges with this company and maintaining a long-term
relationship. However, it should not be forgotten that satisfaction with the complaint process has an
indirect effect on loyalty, through its impact on consumer trust in the firm’s web site. Hence, it can be
inferred that complaint management plays a central role in building long-lasting relationships between
a company and consumers. The inappropriate handling of a complaint would generate a “double
deviation”, that is, the company fails twice to meet the customer’s needs. Consequently, consumer
trust is reduced and, in some cases, destroyed, leading the customer to try a competing company.

Another point to emphasize is the impact of the interactional dimension of justice on satisfaction
with complaint handling. Past research into the service encounter and Fairness Theory (Folger &
Cropanzano, 1998) suggests that considerations of interactional justice are crucial in service recovery
situations. In the online environment, interactional aspects were expected to be a weak or non-existent
factor in satisfaction with complaint handling because there is little opportunity for service employees
to be in contact with consumers. Contrary to this, the findings show that in online purchase recoveries
poor personal treatment violates basic human needs such as fairness and a sense of self-worth and may
result in customer defection and greater intention to spread bad word-of-mouth. Therefore, the present
study advocates the role of interpersonal treatment in customer—web merchant interactions in online
recovery situations.

The significant impacts of prior experiences and familiarity on trust lead to the idea that
investigating the impact of the complaints in the virtual context without including aspects related to
the ‘history’ of the consumer with this context (i.e., prior experiences, familiarity and perceived value)
would mean omitting important causal variables and ignoring the dynamic that guides marketing
exchanges. Furthermore, it was expected that online consumers would value aspects such as time,
convenience and effort in future exchanges with the same provider, but we found a very weak impact
of value on loyalty to the web site. Although it seems surprising, the literature has shown contradictory
results, that is, some studies reporting a strong effect of value on loyalty (e.g., Broekhuizen, 2006;
Harris & Goode, 2004), and others indicating a non-significant effect (e.g., Warrington, Abgrab, &
Caldwell, 2000). One explanation for this is that consumers can easily make comparisons online and
do not distinguish the attractiveness of alternative suppliers. As the Internet provides convenience and
information almost instantaneously, consumers would not construct a distinguished value for a
particular web merchant.

From the managerial point of view, some contributions can be offered. Overall, the results
demonstrate that complaints are more than a chance for the company to review and improve its
processes; they are opportunities to create solid relationships with customers. In this line, the findings
support the idea that e-retailers should provide consumers with the opportunity to speak directly with a
representative during and after a purchase, as many sites have done, because it might improve the
perceptions of interpersonal justice which, in turn, enhances satisfaction with complaint handling, trust
and loyalty.

Moreover, our descriptive data showed that consumers’ perceptions of fairness are quite tepid
and strongly indicate that online selling channels have ample opportunity for improvement in this area.
We believe e-tailers should look for a deeper understanding of how to design online retailer sites that
convey a commitment to procedural, distributive and interactional fairness and employ effective
recovery mechanisms. Online companies may become even more dependent on their service staff’s
ability to interpret the specifics of each service failure and, during recovery, to take into consideration
the specific needs and experiences of the consumer when formulating an approach to their resolution.
Specific training in the light of these findings should be designed to ensure that customer service
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representatives implement the most appropriate recovery actions based on the unique characteristics of
each complaint.

The proposed model is an initial attempt toward modeling complaint handling in the online
environment phenomenon, despite the fact we surveyed about 3,000 people. We do not view our
model as a completely novel approach for understanding failure-recovery process related to online
exchanges. Rather, our model brings together different perspectives and streams of work that are well
grounded, and we hope that it will serve to motivate interest in the topic and encourage future
researchers to refine and enhance the proposed framework.

Contributions brought by this study should be considered while bearing in mind its limitations.
This paper used a cross-sectional approach, based on a non-probabilistic sample, composed of people
who were online when data collection occurred. Furthermore, our sample has indicated a high level of
online purchasing and strong familiarity with the Internet and with the site in question. In this
perspective, the generalization of results is limited. Additionally, our study explored B2C transactions
and may not be easily generalized to other types of transactions (e.g., business-to-business and
customer-to-customer).

Future research focusing on the interactions between the dimensions of justice and its impact
directly on consumer trust will promote a better understanding of the service recovery phenomenon.
We also encourage other researchers to study the role of switching costs and its direct effect on loyalty
and as a moderator in the proposed framework. Following the idea of Garbarino and Johnson (1999),
future research could try to understand how the type of connection between clients and online
companies can influence complainers’ evaluations of the recovery process and its consequences. This
is a critical piece of information for online organizations, as they may be able to adapt their service
recovery strategies to better accommodate these different relationships. Moreover, the moderating role
of the online purchase experience in the framework could be explored, based on Holloway et al.
(2005).

Finally, while failures in the traditional retail context are often attributable to employee behavior
(Bitner et al., 1990; Kelley, Hoffman, & Davis, 1993), failures in online retailing are most commonly
due to system design flaws, delivery delays or problematic products (Forbes et al., 2005; Holloway &
Beatty, 2003). Yet, in both online and offline contexts, few empirical studies have examined the
differential effects of the various failure types on the complaint handling framework.
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Coefficient  Factor Composite Mean
Alpha Loadings Reliability (SD)
Familiarity with Internet Purchases® 0.84 0.76 4.26 (0.78)
1. What is your expertise with purchases on the Internet? 0.76
2. I am familiar with buying on the Internet. 0.71
3. I am familiar with searching for products on the Internet. 0.78
Prior Experiences with Internet Purchases® 0.93 0.78 4.28 (0.82)
1. My past experience in Internet purchases in general was positive. 0.78
2. E-vendors, on average, did a good job in experiences I had with
them in the past. 0.85
3. Ireceived excellent service from e-vendors in general in the past. 0.82
Familiarity with the Website® 0.91 0.78 3.55(1.28)
1. What is your level of experience with purchases through this
website? 0.7
2. I am familiar with buying on this website. 0.85
3. I am familiar with searching for products on this website. 0.84
Prior Experiences with the Website® 0.97 0.73 3.81 (1.09)
1. My past experience on this website was positive. 0.72
2. This website did a good job in experiences I had with it in the 0.74
past.
3. Ireceived excellent service from this website in the past. 0.75
Interpersonal Fairness® 0,93 0.87 2.93 (1.28)
1. They communicated honestly with me. 0.73
2. The people were courteous to me. 0.92
3. I was given a reasonable explanation as to why the original 0.92
problem occurred.
4. They seemed very concerned about my problem. 0.73
5. They tried hard to resolve the problem. 0.77
6. The people apologized for the problem. 0.77
Procedural Fairness® 0,87 0.85 2.95(1.16)
1. I got a chance to tell them the details of my problem. 0.62
2. I had some control over the result I received from the complaint. 0.71
3. They responded quickly to my complaint. 0.83
4. They adapted their complaint handling procedures to satisfy my 0.83
needs.
5. They made it easy for me to voice my complaint. 0.66
6. They assumed the responsibility for the problem. 0.65
Distributive Fairnesst 0,95 0.86 3.03 (1.56)
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Coefficient  Factor Composite Mean
Alpha Loadings Reliability (SD)
Procedural Fairness® 0,87 0.85 2.95 (1.16)
1. I got a chance to tell them the details of my problem. 0.62
2. 1 had some control over the result I received from the complaint. 0.71
3. They responded quickly to my complaint. 0.83
4. They adapted their complaint handling procedures to satisfy my 083
needs.
5. They made it easy for me to voice my complaint. 0.66
6. They assumed the responsibility for the problem. 0.65
Distributive Fairness® 0,95 0.86 3.03 (1.56)
1. The result of the complaint was fair. 0.93
2. In resolving the complaint, the company gave me what I needed. 0.90
3. The result of the complaint was what I expected. 0.91
Satisfaction with Service Recovery® 0,97 0.89 2.79 (1.53)
1. I was happy with how the organization handled my complaint. 0.92
2._I was pleased with the manner in which the complaint was dealt 0.95
with.
3. Overall I was not satisfied with the way the complaint was
handled. 0.97
Consumer Trust in the Firm’s Website 0,94 0.81 3.11(1.32)
I feel that the this company’s site is:
1. Very Undependable/Very Dependable 0.73
2. Very Incompetent/Very Competent 0.86
3. Of Very Low Integrity/Of Very High Integrity 0.79
4. Very Unresponsive to Customers/Very Responsive to Customers 0.83
Consumer Trust in Online Retailing 0,91 0.82 3.79 (0.86)
I feel that Online retailing is:
1. Very Undependable/Very Dependable 0.83
2. Very Incompetent/Very Competent 0.87
3. Of Very Low Integrity/Of Very High Integrity 0.86
4. Very Unresponsive to Customers/Very Responsive to Customers 0.69
Perceived Value 0,83 0.75 3.73 (0.92)
Please tell us your evaluation of the web merchant on the following
factors:
1. The prices you pay for purchases on this site are: Very Poor 071
Deal/Very Good Deal
2. The time you spent in order to purchase on this site is: Highly 0.89
Unreasonable/Highly Reasonable
3. The effort involved in dealing with this site is: Not At All 0.83

Worthwhile/Very Worthwhile
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(Continued)

Coefficient Factor Composite Mean
Alpha Loadings Reliability (SD)
Website Loyalty — Word-of-mouth® 0,98 0.90 2.82(1.57)
How likely are you to:
1. Recommend this site to friends, neighbors and relatives? 0.90
3. Say positive things about this site to other people? 0.97
5. Encourage your friends and family to do business with this site? 0.97
Website Loyalty — Retention® 0,95 0.87 2.89(1.52)
2. Make purchases on this site again? 0.95
4. Do more business with this site in the future? 0.95
6. Consider this site as your first choice to buy that kind of
service/product? 0.86
Internet Channel Loyalty — Word-of-mouth? 0,96 0.89 4.36 (0.94)
How likely are you to:
1. Recommend the Internet as a purchase channel to friends,
neighbors and relatives? 091
3. Say positive things about online retailing to other people? 0.97
5. Encourage your friends and family to do business online? 0.94
Internet Channel Loyalty — Retention® 0,87 0.77 4.43 (0.84)
2. Make purchases on the Internet again? 0.89
4. Do more business on the Internet in the future? 0.90
6. Consider the Internet Channel as your first choice to buy that 061

kind of service/product?

Note. ' Anchored by Strongly Disagree / Strongly Agree; > Anchored by Very unlikely / Very likely.



