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Abstract 

 Over the last few years the Internet has evolved from a scientific network into a platform that is 

enabling a new generation of businesses. The first wave of electronic business was fundamentally the 

exchange of information. But, with time, more and more types of businesses have become available 

electronically. More and more people use the internet on a daily basis and it has become a 

commodity that can be used all around the world. With a simple to use browser and global 

accessibility, available all over the world, 24 hours a day, 7 days a week. 

E-commerce technologies have changed the traditional trade -off between richness and reach.  The 

internet and the web can deliver, to an audience of millions, “rich” marketing messages with text, 

video, and audio, in a way not possible with traditional commerce technologies such as radio, 

television, or magazines.Yet, although the potential for e-commerce is undeniable, we have only 

witnessed its infancy. There are numerous issues related to this new environment that remain largely 

unexplored and unresolved .One of these issues involves the management of online service failures 

because of its actual impact on consumer satisfaction and subsequent behaviour. The effectiveness of 

service failure management is dependent on a clear understanding of consumer reactions to service 

failures, recovery strategies, and the interrelationship between them with respect to the salience of 

service attributes and the concepts of 'blame attribution' and 'perceived justice'. 
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1. Introduction 

Over the last few years the Internet has evolved from a scientific network into a 

platform that is enabling a new generation of businesses. The first wave of electronic 

business was fundamentally the exchange of information. But, with time, more and 

more types of businesses have become available electronically. More and more 

people use the internet on a daily basis and it has become a commodity that can be 

used all around the world. With a simple to use browser and global accessibility, 

available all over the world, 24 hours a day, 7 days a week, nowadays we can upload 

and download software, view a television program, listen to the radio, chat online 

via the use of social networks such as Facebook, twitter and LinkedIn, the rapid 

growth of the mobile digital platform such as WhatsApp and search for keywords on 

the internet, buy goods online without requiring to travel to a service outlet, book 

vacations or have texts translated over the Internet in an instant. Home banking, for 

example, is one application that is already provided by most banks around the world. 

Looking up an account balance, transferring money, pay bills, gathering information 

about financial services and performing other transactions are done every day by 

millions of people. Public administration has discovered the Internet as a means to 

talk to the general public at election times. All services can be accessed with this 
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single piece of software, making it easy for the layperson to access different 

services, as all are provided through the same interface (Amor, 2000).  Electronic 

commerce describes the manner in which transactions take place over networks, 

mostlty the internet.  It is the process of electronically buying and selling goods, 

services, and information.  But e-commerce is not just about buying and selling; it 

also is about electronically communicating, collaborating, and discovering 

information such as e-learning, e- government, e- strategy, m-commerce, conducting 

electronic transactions within an organization and much more (sometimes referred to 

as e-business). Given the nature of technology and the internet, Electronic 

commerce will undoubtedly continue to shift and change and have an impact on a 

significant portion of the world, affecting businesses, professions and people. 

 Although the potential for e-commerce is undeniable, we have only witnessed its 

infancy. There are numerous issues related to this new environment that remain 

largely unexplored and unresolved (Ozuem and Lancaster, 2012).One of these issues 

involves the management of online service failures because of its actual impact on 

consumer satisfaction and subsequent behaviour.  

Although service recovery has recently received increasing attention in the 

literature, it is commonly acknowledged there seems to be somewhat limited 

understanding of the field (McCollough et al., 2000). Contrary to earlier hype, it is 

now generally agreed that the Internet does not change the fundamental principles of 

marketing and accordingly, the understanding achieved from offline service 

failures/recovery research is highly relevant online in particular, issues such as 

credit/debit card security, privacy, on-time delivery and ease of navigation have 

surfaced as critical elements and the online environment lacks most of the 

interactional human elements so vital to the traditional service experience.  

While some studies have investigated the issues regarding service failures and 

recovery in traditional service settings (Ha and Jang, 2009). Little research has 

explored customer attitudes in online retailing. The effectiveness of service failure 

management is dependent on a clear understanding of consumer reactions to service 

failures, recovery strategies, and the interrelationship between them with respect to 

the salience of service attributes and the concepts of 'blame attribution' and 

'perceived justice'.  

2. Literature review 

This section review the theoretical foundation on service failures and recoveries 

2.1. Service failures and recoveries  

A service failure is an incident that causes customer dissatisfaction during a service 

encounter or service delivery (Maxham, 2001).During service encounters, possible 

failures include poor service, delays and other core failures (Bitner et al., 1990). 

Service failures may differ in time, severity and frequency. Hence, classification of 
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service failures is essential. From a customer perspective, Bitner et al. (1990) 

employed critical incident technique to collect 699 incidents of service failure in 

restaurants, hotels and aviation companies and classified them into three main 

groups including employee response to service delivery system failures, employee 

response to customer needs and requests, and unprompted and unsolicited employee 

actions. Their study is widely considered as a predecessor in the research of service 

failures using critical incident technique 

Subsequent researchers (Hoffman et al (1995).; Forbes et al., 2005) then used these 

three groups of service failures as the basis of classification and employed critical 

incident technique to investigate other issues associated with service failure. For 

instance, Kelley et al., (1993) focused on the retail industry and interviewed 456 

consumers who had experienced service failures. Based on the 661 incidents 

collected, service failures were classified into fifteen categories in three main 

groups. One is employee responses to service delivery system and product failures 

due to policy failures, slow or unavailable services, system pricing, packaging 

errors, out of stock conditions, product defects, alterations and repairs and bad 

information. A second is employee responses to customer needs and requests, 

including the order or requests and instances of firm-side customer error. A third is 

unprompted and unsolicited employee actions, where consumers are improperly 

charged or accused of shoplifting, and other issues. Among the above service 

failures, ‘‘product defect” was the most frequent failure while ‘‘accused of 

shoplifting” was least frequent. 

Bitner et al. (1994) further probed service failures from the perspective of 

employees in an attempt to examine service failures when incidents are collected 

from different perspectives. They also compared their results with the findings of 

Bitner et al. (1990). In addition to the existing three groups, they added a new group 

called ‘‘problem customer behaviour”, which encompassed drunkenness, verbal and 

physical abuse, breaking company policies or laws, and uncooperative customers. 

This addition was a result of surveying incidents from the perspective of 

‘‘employees”. In the previous study which focused on the perspective of 

‘‘customers”, the surveyed customers did not view themselves as being responsible 

for service failures. 

Service recovery is adopted by a service provider in response to service negligence 

or failure (Gronroos, 1988).Many studies (e.g., Kelley et al., 1993; Mattila, 2001) 

have employed this definition of service recovery. That is, service recovery enables 

enterprises to solve customer complaints, correct customer dissatisfaction and 

establish customer trust through effect complaint handling (Harris et al., 2006). Such 

strategy is directly related to customer trust, repeat purchase intention, commitment 

and word-of-mouth (Bitner, 1995). A good recovery strategy can return dissatisfied 

customers to a state of satisfaction, enhance customer retention rate and even help 

build long-term relationships (Kelley et al., 1993) that make customers loyal. 

Role, Competences and Responsibilities of Public Institutions on Generating new Scope Towards European Integration 
Roli, Kompetencat dhe Përgjegjësitë e Institucioneve Publike në krijimin e hapësirave të reja drejt integrimit Evropian 

Page 9



 

 

However, service recovery is often difficult. Bitner et al. (1994) mentioned that 

service providers with good service recovery strategies are rare, and more than half 

of the customers who have experienced service failures are very unsatisfied with 

their service recovery experiences Improper handling of customer complaints may 

reinforce the negative impression of an enterprise in unsatisfied customers and 

further result in double deviation (Bitner et al., 1990). Customers who switch to 

other service providers are rarely affected by the failure of core services. 

They are usually affected by the employee response and service recovery method. In 

terms of the recovery behaviour, service recovery strategies can be divided into 

explanation, apology, assistance and compensation (Davidow, 2000) Explanation is 

the articulated cause of a service failure (Davidow, 2000); apology is a verbal 

expression of regret for loss of customer .Assistance means that the service provider 

take pragmatic actions to solve service failures such as redo of service or product 

replacement. Compensation is a monetary reimbursement for inconvenience caused 

to customers or failure that cannot be resolved (Davidow, 2000).Besides, in terms of 

tangibility, service recovery strategies can be classified as mental recovery and 

physical recovery (Miller et al., 2000). Mental recovery measures such as apology 

and explanation refer to actions that can directly improve psychological 

dissatisfaction. These measures are simple, economical and effective, but if not 

properly used, they can also have negative effects. Physical recovery measures are 

material compensations (e.g., free service, refund, gift, discount and coupon) 

capable of alleviating the practical loss of the consumer. Kelley et al. (1993) 

surveyed the service recovery strategies adopted in retail stores and customer 

satisfaction and repeat purchase intention after service recovery. They classified 

service recovery strategies into twelve categories. Of these strategies, ‘‘discount”, 

‘‘correction”, ‘‘manager/employee intervention”, ‘‘correction plus”, ‘‘replacement”, 

‘‘apology”, and ‘‘refund” were considered satisfactory strategies while ‘‘customer 

initiated correction”, ‘‘store credit”, ‘‘unsatisfactory correction”, ‘‘failure 

escalation”, and ‘‘nothing” were considered dissatisfied strategies. In the retail 

industry, ‘‘replacement” was most commonly used while ‘‘customer initiated 

correction” was least common. Besides, ‘‘correction” was considered the most 

effective for retaining customer patronage, and ‘‘nothing” as the least effective. 

Hoffman et al. (1995) classified the collected strategies into eight categories. ‘‘Free 

food”, ‘‘replacement”, ‘‘discount”, ‘‘coupons”, ‘‘managerial intervention”, and 

‘‘correction” were considered effective in appeasing customers. ‘‘Apology” and 

‘‘nothing” were considered dissatisfied to customers. Among these items, 

‘‘replacement” and ‘‘coupon” were least frequently used, ‘‘managerial intervention” 

could lead to more frequent customer repeat purchase rates. 
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2.2. Research methodology 

Grounded theory is ‘but one of the interpretive methods that share the common 

philosophy of phenomenology used to describe the world of the person or persons 

under study’ (Stern, 1994). 

Grounded theory aims to develop a substantive theory through comparative analysis 

and coding procedures (Howell, 2000). 

The research will be carried out using grounded theory methodology, which aims to 

build theory through data collection and analysis in relation to pre-existing theory 

and practice. Grounded theory was chosen because it is an inductive and systematic 

methodology it is generally used with qualitative data. Grounded theory was 

'discovered' by Glaser and Strauss in the 1960s during their sociological studies of 

attitudes to dying in American Its use has spread since then to a number of 

disciplines (Glaser and Strauss, 1967) including business. Although, there are two 

well known approaches of the grounded theory, the Glaserian and Struassian 

approach to grounded theory was adopted for this study. Grounded theory presents a 

number of problems such as the difficulty of dealing with the considerable amount 

of data which is generated during the course of the research and the problem of the 

generalisability findings, hence the most suitable methodology for this research. 

Methods, on the other hand, refer only to the various means by which data can be 

collected and/or analysed (Collis and Hussey, 2003). Qualitative grounded theory 

method will be adopted for this research.  However, more than one technique will be 

employed in the data collection process. The research method will be to include 

unstructured, in-depth interviews and questionnaire survey (Blumberg et al., 2005) 

of different experience levels of online fashion retailing with a diverse sample of 

men and women customers who had experienced at least one service failures while 

shopping on the internet in the UK within the past 6 months. This approach will 

allow the informants to ‘speak for themselves,’ which assures the generation of data 

that might give an authentic understanding of customers' perceptions of online 

service failures and recovery experiences that incorporates naturalistic and 

experiential research approaches in order to allow for a more comprehensive 

understanding of customer perceptions of online service failures. Respondents will 

be purposefully contacted by the researcher to participate in in-depth interviews.  A 

purposive sampling approach (Strauss and Corbin, 1994) will be used to seek out 

groups and individuals where understanding and repositories of knowledge of the 

‘online service failures’ were likely to be evident. In total, 60 in-depth interviews 

will be conducted by the researcher using a method described by Oppenheim (1992). 

In- depth audio-taped and transcribed interviews with participants’permission of one 

to two hours with breaks as required will be conducted from a sample of 30 men and 

30 women representing different occupations. A short questionnaire to collect 

demographic data will also be completed by respondents. It is hoped that the 

diversity of the sample would allow for a deeper understanding of customer 
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perceptions to online service failure/recovery incidents. According to (Corbin and 

Strauss, 1990) there are three basic coding in grounded theory research: open, axial 

and selective. Having successfully collected the data, open, axial and selective 

coding is undertaken together in the formation of categories and properties. This 

involves looking at each line, allocating codes to words or groups of words in an 

extremely laborious process. The goal is to generate an emergent set of categories 

and their properties which fit, work, and are relevant for integrating theory. 

From the above, conclusions could be reached, therefore that, the purpose of 

employing grounded theory collecting data and through comparative analysis and 

coding is a means of generating or building substantive theory (Howell, 2013). 

3. Conclussion 

An important goal of this research is to identify the various types of online failures 

occurring today and to contrast these with the failure types previously researched. 

From a managerial perspective, this is a crucial issue, as an understanding of the 

type and severity of a failure should drive the firm's recovery efforts. 

This study would offer some useful insights into customer perceptions of online 

service failures and recovery strategies considered effective for correcting these 

service failures, providing a foundation for further research. 
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