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Abstract

Purpose: In a competitive service industry, satisfying customer is paramount for sustainability of the
organization. With this understanding this current study is investigating on antecedent and outcomes of
satisfaction with service recovery in the mobile phone industry with introduction of Mobile Number Portability
(MNP) in Malaysia recently.

Design/Methodology: Antecedent of satisfaction with service recovery is perception of justice which consists of
interactional, procedural and distributive justice. Outcomes of satisfaction with recovery are behavioral
outcomes which are consisting of word of mouth (WOM), customer loyalty and trust. In addition this study also
added moderator (service failure severity) to understand the relationship between perception of justice and
satisfaction with service recovery. Data gathered by self-administered questionnaires from 280 mobile phone
users in central region of Peninsular Malaysia by using convenience sampling technique. Data was analyzed
using multiple and hierarchical regression.

Findings: The findings indicate perception of justice is an antecedent to satisfaction with service recovery.
Service failure severity was found to have moderating effect between perception of justice and satisfaction with
recovery. Findings also indicate outcomes of satisfaction with service recovery are behavioral outcomes which
consist of word of mouth, customer loyalty and trust.

Limitations: The limitations of this studied noted and further research suggestions are also included that are
very important for service recovery.

Values: This research had enhanced and widens the understanding on the effect of service failure severity and
effect of service recovery on customer satisfaction for mobile industry in Malaysia.

Keywords: service recovery, customer satisfaction, Malaysian mobile industry
1. Introduction

Service is generally regarded as a unique entity from a marketing perspective because it is intangible,
non-separable, heterogeneous and perishable in nature and therefore the customer must be present for a service
to take effect and it is called service encounter (Zeithaml, Parasuraman, & Berry, 1985). When a mistake occurs,
it is referred to as a service failure and customers’ confidence in the company becomes uncertain (Maxham,
2001). The actions of a service provider such as service recovery after the service failure can make things better
or worse for the customers (Bitner, Blooms, & Tetreault, 1990). Most dissatisfied customers who complain will
do business again if their problems are solved satisfactorily (Berry & Parasuraman, 1991). In fact, it has been
suggested that, through a phenomenon called the “service recovery paradox” (Michel, 2001), a successful service
recovery can result in higher customer satisfaction and loyalty than if no service failure had occurred (Hocutt,
Bowers, & Donavan, 2006). Consequently customer satisfaction with service recovery will be reflected in the
bottom line (Stauss & Schoeler, 2004).

In Malaysia, awareness of customer rights has increased significantly. Customers are not only raising their
complaints but also taking a step forward by opting to highlight it to a higher authority or third party if service
failures are not addressed properly. The Malaysian Communication Multimedia Commission (MCMC) had
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recorded a 233 percent increase in the number of complaints from 2007 to 2008 (MCMC, 2009). In the
telecommunication industry in Malaysia, competition among service providers is fierce and service providers are
constantly striving to keep customers satisfied (Business Monitor International, 2009). This is by building and
maintaining high quality customer relationship to ensure continued loyalty (Shapiro & Nieman-Gonder, 2006).

The Malaysia mobile market is made up of mainly 4 mobile network operators namely CELCOM, MAXIS,
DIGI and U-MOBILE and is regulated by MCMC. According to MCMC, penetration of mobile phone usage has
grown from 9.8/100 in 1996 to 93.9/100 per population in 2008 (Soo, 2009). Currently the penetration rate of
mobile phone usage are 117.6/100 per population in 2011 (Business International Monitor, 2011) This
penetration rate is have reach above saturation point where it provides the opportunity for service providers to
offer various incentives for customers to switch firms easily if dissatisfied with the current service provider
(Maxham & Netemeyer, 2003). Furthermore Frank and Sullivan (2005) reported in their survey that mobile
phone users in Malaysia are only medium scale in terms of customer satisfaction and customer loyalty. Medium
scale in this case, indicates mobile phone users who are willing to switch service providers when required. Until
recently due to hassles of changing numbers when switching to another network, and notifying contacts, many
customers had put it off unless it was the last resort (Seth, Momaya, & Gupta, 2005).

This had worked to the advantage for the service provider. With the introduction of Mobile Number Portability
(MNP) in October 2008 (Business Monitor International, 2009), network service providers face new challenges
ahead of tackling dissatisfied customers. Competition will be fiercer with MNP gaining momentum. MNP allows
customers to choose or switch service provider at any time while maintaining their number. Hence a customer is
allowed to switch easily with minimum cost and impact. According to Yuen (2008), 86,636 mobile phone users
had made the switch within one month and industry analysts are expecting 5-10 percent will make the switch
within a year. This data indicates that customers will switch their service provider easily if the services are not up
to the mark.

In today's increasingly competitive world of business, satisfying or even delighting one's customers has become
an essential ingredient for success (Johnston & Michel, 2008). Companies need to be particularly careful as in
most cases service failures cannot be hidden from customers (Maxham, 2001). Negative publicity will be
generated through the various interactive communications channels and will cause spread of negative word of
mouth (Crie, 2003). Loyal customers expect problems to be handle with effectively and are disappointed when
they are not, making service recovery key (Zeithaml, Berry, & Parasuraman, 1993).This can be prevented by
emphasizing satisfaction with service recovery as one of service providers business strategies to retain a valuable
customer during service failure (Swanson & Kelly, 2001).

Therefore this studied carried out to understand mobile phone users’ effect of service recovery on customer
satisfaction especially with MNP introduction and furthermore very little attention has been given in this area by
researcher. The objectives of this study are to understand the antecedent and outcomes of satisfaction with
service recovery. This study looks at the perception of justice as an antecedent to satisfaction with recovery and
service failure severity as a moderator on the relationship between perception of justice and satisfaction with
service recovery. Outcomes of satisfaction with recovery are behavioral outcomes which consist of trust, word of
mouth and customer loyalty. There were limited research on service recovery related to telecommunications
industry in Malaysia and with correct and proper service recovery strategies the service network providers will
be able to use this as one of their competitive advantage against their competitors to retain valuable customer.

2. Literature Review
2.1 Satisfaction with Service Recovery

Service recovery is optimal for airline and banking industry when an employee in the organization has been
empowered and is willing to accept blame compared to no empowerment and employee is blames the customer
for the service failure (Boshoff & Leong, 1998). In Tax, Brown and Chandrashekaran (1998) research indicates
that for firm that provide poor recovery effort of service recovery strategies through elements of justice may
severely limit the customer satisfaction with regard to service recovery encounter. Andreassen (2000) also found
that perception of justice for service recovery strategies have an impact on satisfaction with service recovery
encounter. In contrasts Sparks and McColl-Kennedy (2001) indicated that service recovery strategies through
elements of justice did not impact customer satisfaction with recovery based on 420 respondents in United States
hotel industry.
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2.2 Perceived Justice

The perception of justice concept is divided in two broad dimensions which are outcomes and processes (Cengiz,
Er, & Kurtaran, 2007). The outcomes dimension is described as distributive justice and refers to evaluation of the
perceived outcomes by the customers (Mattila, 2001). Outcomes includes such as compensation, refund,
discount or free gift from service providers with aim to turn dissatisfied mobile phone users to satisfy through
service recovery effort. For example Sparks and McColl-Kennedy (2001) found that respondents were satisfied
when a 50 percent refund was given to compensate for the service failure in the study conducted for restaurant
industry in USA. In same manner Yi, Cheng and Wei (2010) found additional compensation will help higher
customer satisfaction in Taiwan retailing industry. In a service recovery effort, tangible compensation such as
compensation, discount or refund will lead to higher perceptions of distributive justice from mobile phone users’
point of view, which in turn will lead to higher consumer satisfaction toward service recovery.

The processes dimension is consist of procedural and interactional justice. Procedural justice refers to processes,
rules and policies used by the service providers to rectify the service failure (Smith, Bolton, & Wagner, 1999).
Service providers’ policies such as promptness, flexibility and timely feedback are considered as process of
evaluation of procedural justice to turn dissatisfied to satisfied customers (Cengiz et al., 2007). Researchers
indicate increased in perception of procedural justice by the service providers toward their customer will increase
satisfaction toward recovery (Yi et al., 2010).

Interactional justice is focused on the aspect how the customers had been treated during the process to rectify
service failure (Mattila, 2001). Processes of evaluation of interactional justice to satisfied customers include
courtesy, explanation, fairness and empathy (Tax et al., 1998). For example Goodwin and Ross (1992) found that
one elements of interactional justice which is an apology, seems particularly relevant to satisfaction. While
Maxham and Netemeyer (2003) indicate that employee’s perceptions of interactional justice will impact their
customer-directed extra role behaviors.

Based on previous research on service recovery demonstrated positive perceptions of distributive, procedural,
and interactional justice significantly enhances overall customer satisfaction with service recovery (Cacado-Diaz,
Mas-Ruiz, & Kasper, 2007). Hence, it is expected that the three justice dimensions significantly contribute to
recovery evaluations and explain a high percentage of variation in overall satisfaction with customer assessment
of service recovery efforts (Tax & Brown, 2000). Therefore the following hypotheses will be tested:

H1: There is a positive relationship between perception of justice and satisfaction with service recovery.
H1a: There is a positive relationship between interactional justice and satisfaction with service recovery.
H1b: There is a positive relationship between procedural justice and satisfaction with service recovery.
Hlec: There is a positive relationship between distributive justice and satisfaction with service recovery.
2.3 Service Failure Severity

Service failure severity refers to perceived severe failure, magnitude of failure or perceived of harm
(McCollough, Berry, & Yadav, 2000). Customer’s perceived intensity of a service problem is called as service
failure severity. Service failure severity can vary depending on customer’s evaluation of service failure (Kelley
& Davis, 1994). Previous research suggests that the severity of the service failure will be influential in the
evaluation of a service provider after a service failure and it is also a challenge for service providers to execute
an effective service recovery when the failure is perceived as severe (Mattila, 2001).

According to Weun et al. (2004) service failure severity was hypothesized to moderate the relationship between
perception of justice and satisfaction with recovery for mail order and restaurant industry. Their findings indicate
that service failure severity had negative relationship with satisfaction with service recovery. Their finding also
highlighted that service failure severity had only moderating effect for relationship between distributive justice
and satisfaction with recovery.

As the service problem becomes more severe, the potential for customer dissatisfaction will increase too (Weun
et al., 2004). An outstanding service recovery with high levels of perception justice may not be sufficient to
overcome a severe service failure since customers use a non-linear value function to evaluate service recovery
outcomes (Smith et al., 1999). The variation toward the way customers respond to service failure indicates that
the service failure severity had an impact to satisfaction with service recovery (Magnini et al., 2007). Therefore
when service failure becomes more severe, the positive influence of perception justice on satisfaction with
service recovery judgments decreases and the following hypotheses are offered:

H2: The perceived severity of a service failure will moderate the relationship between perception of justice and
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satisfaction.
2.4 Behavioral Outcomes

Behavioral outcomes consist of trust, customer loyalty and word of mouth (WOM) (Kau & Loh, 2006). Findings
from research had indicated that satisfaction with recovery will lead to positive behavioral outcomes (Cengiz et
al., 2007). One of behavioral outcomes, trust had been found to be the essential component in the development
of marketing relationships (Morgan & Hunt, 1994). Trust is exhibited when “one party has confidence in an
exchange partner’s reliability and integrity” (Morgan & Hunt, 1994). Confidence on the part of the trusting party
results from the continuing belief that the trustworthy party has integrity, which is associated with such attributes
as honesty, justice, responsibility and helpfulness (Oliver, 1980). Crosby et al. (1990) contends that trust is
strengthen when partners take action in ways that acknowledge an individual’s specific needs and affirm their
sense of worth. Trust is an important ingredient in firm customer relationships in Malaysia and elsewhere
(Ndubisi, 2005).Trust formation will also be strengthened further with repeated satisfaction over time (Ganesan,
1994). In a similar manner, trust is the outcome from satisfaction with service recovery.

Ndubisi (2004) suggested that loyal customers are valuable communicators of favorable word-of-mouth about
organizations or products to which they feel loyal. Reichheld and Sasser (1990) reported that a service company
could boost profits by 100 percent just by increasing customer retention rate by 5 percent. Retention is believed
to be a function of existing customers’ level of satisfaction. Other studies have also shown that an important
variable that contributes to customer and employee commitment is satisfaction (Kelley et al., 1993). When a firm
develops a good system of resolving customer complaints, it leads to greater customer loyalty (Tax & Brown,
2000). On the other hand, Tax et al. (1998) discovered that as dissatisfaction with complaint handling increases,
commitment would decrease. Similarly, Andreassen (1999) also affirmed that satisfaction with service recovery
has a strong impact on customer loyalty. As such, it can be hypothesized that satisfaction with service recovery
would lead to higher consumer loyalty. Following hypotheses will be tested based on explanation of how
satisfaction with recovery of complainers (mobile phone users who choose to highlight their service failure with
service providers, Kau & Loh, 2006) will affect behavioral outcomes (consisting of customer loyalty, WOM and
trust):

H3: There is positive relationship between satisfaction with service recovery and behavioral outcomes.
H3a: There is positive relationship between satisfaction with service recovery (complainers) and trust.
H3b: There is positive relationship between satisfaction with service recovery (complainers) and WOM.

H3c: There is positive relationship between satisfaction with service recovery (complainers) and customer
loyalty.

Following hypotheses will be tested based on explanation of how initial satisfaction of non-complainers (mobile
phone users who are satisfied with the service provided due to no service failures or choose not to highlight their
service failure to the service provider, Kau & Loh, 2006) will affect behavioral outcomes (consists of customer
loyalty, WOM and trust):

H4: There is positive relationship between satisfaction of non-complainers and behavioral outcomes.
H4a: There is positive relationship between satisfaction (non-complainers) and trust.
H4b: There is positive relationship between satisfaction (non-complainers) and WOM.

H4ec: There is positive relationship between satisfaction (non-complainers) and customer loyalty.

Non Complainers

Satisfied non complainers

Dissatisfied non complainers Behavioral outcomes
Perception of justice Satisfaction with woM
recovery customer loyalty
distributive Satisfied complainers trust
Complainers > procedural > Dissatis'ﬁed
complainers
interactive

Severity of failure

Figure 1. A theoretical framework for antecedent and outcomes of satisfaction with service recovery
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3. Methodology
3.1 Research Design

This study employed a cross-sectional survey design. Survey method is appropriate in collecting response on the
majority of variables such as perception of justice, service failure severity, satisfaction with recovery and
behavioral outcomes in real life experience. Survey method in examining service recovery had been conducted
by Kau and Loh (2006). This method is convenient, fast and is a cost-effective means of eliciting responses from
respondents (Zikmund, 1999). Customers at service providers’ customer service centers in Berjaya Times Square
(DIGI and U-Mobile), Jalan Ampang (CELCOM) and KLCC (MAXIS) in Klang Valley, Malaysia were
participated in this study. The questionnaire was distributed personally using convenience sampling procedure to
450 respondents.

There were 2 sections in the questionnaires. Section A consists of the questionnaire about gender, education, age,
ethnic group, monthly income, occupation, name of the service provider, plan chosen, how long is current plan
and average monthly bill, awareness of MNP and their intention of leaving their current service provider. Section
B consists of questionnaire regarding the satisfaction with service recovery construct was measured using 3
questions had been adapted from Cengiz et al. (2007). Initial Satisfaction level of respondent (complainers and
non-complainers) was measured with 8 questions adopted from Kau and Loh, (2006). For perception of justice
the 12 multi-items had been adapted from Cengiz et al. (2007). For behavioral outcomes (trust, word of mouth
and consumer loyalty) consists of 12 questions were adopted from Kau and Loh (2006). Three questions to
measured service failure severity adopted from Weun et al. (2004). The 5 Likert scale was used to measure the
variables in this studied in order not to make the high number of questions boring, besides in order to increase
answer percentage (Babakus, Yavas, Karatepe, & Avci, 2003). Data was analyzed by using the Statistical
Package for Social Science (SPSS) version 15.

4. Results
4.1 Sample

The sample consists of 280 respondents from service provider of telecommunication industry in Klang valley,
Malaysia. Each questionnaire was distributed directly to the individual that was subscribed with mobile service
provider and in a total of 450 questionnaires administered altogether. A total of 298 respondents were obtained
However, only 280 questionnaires equally to 62.2 percent were considered for data analysis. The remaining 18
questionnaires were not taken into data collection due to questionnaires were not completed by the respondents.

Table 1. Respondent’s profile

Categories Freq. Percent Complainers Percent Non-complainers Percent
Age

<20 years old 1 0.4 100.0 0.0
Between 20-24 23 8.2 34.8 65.2
Between 25-29 76 27.1 38.2 61.8
Between 30-39 129 46.1 50.2 49.6
Between 40-49 40 14.3 57.5 42.5
>= 50 years old 11 39 63.6 36.4
Gender

Male 177 63.2 48.6 51.4
Female 103 36.8 45.6 51.4
Ethnicity

Malay 153 54.6 39.9 60.1
Chinese 69 24.6 52.2 47.8
Indian 50 17.9 64.0 36.0
Others 8 29 50.0 50.0
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Categories Freq. Percent Complainers Percent Non-complainers Percent

Level of Education

Secondary School and Below 30 10.7 43.3 56.7
Certificate and Diploma 108 38.6 41.7 58.3
Degree or higer 142 50.7 52.8 47.2
Income Monthly

=<RM 1000 29 10.4 345 65.5
RM 1001-RM 3000 115 41.1 383 61.7
RM 3001-RM 5000 83 29.6 49.4 50.6
>RM 5000 53 18.9 71.7 28.3

Table 1 illustrates the respondent’s profile and distribution of complainers and non-complainers. Evidently, the
sample represents higher number of males (177 or 63.2 percent) compared to females (103 or 36.8 percent). In
terms of ethnicity, majority of respondents are predominantly Malay (54.6 percent), followed by Chinese (24.6
percent), Indian (17.9 percent) and others (2.9 percent). Pertaining to academic qualification, majority of
respondents’ qualification are degree or higher (50.7 percent), followed by certificate or Diploma (38.6 percent)
and the least number of them having secondary or lower (10.7 percent). This finding implies that most of the
respondents in Klang Valley who participated in the survey have a high level of education. From the results in
Table 1 it indicated Indian and Chinese tended to have more complainers compared to Malays and the higher
income group tended to have more complainers compared to lower income.

Table 2. Respondents’ information for consumption choices

Categories Freq. Percent Complainers Percent Non-complainers Percent

Service Provider

MAXIS 108 38.6 46.3 53.7
CELCOM 111 39.6 51.4 48.6
DIGI 48 17.1 47.9 52.1
U-MOBILE 13 4.6 23.1 76.9
Plan

Postpaid 147 52.5 59.9 40.1
Prepaid 133 47.5 33.8 66.2
Duration of service

<1 year 42 15.0 333 66.7
1-3 years 56 20.0 46.4 53.6
3-5 years 70 25.0 38.6 61.4
> 5 years 112 40.0 58.9 41.1
Average Bill Monthly

<RM 50 43 15.4 233 76.7
RM 50-RM 100 96 343 479 52.1
RM 101-RM 150 59 21.1 54.2 45.8
RM 151-RM 200 53 18.9 54.7 453
>RM 200 29 10.4 55.2 44.8
MNP Awareness

YES 253 90.4 51.4 48.6
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Categories Freq. Percent Complainers Percent Non-complainers Percent

NO 27 9.6 11.1 88.9
Intention to Switch

Yes 112 40.0 50.0 50.0
No 168 60.0 45.8 54.2

Table 2 depicts that majority of respondents who had participated in this survey are subscribing to CELCOM and
MAXIS with a total that is close to 78.2 percent. On the other hand DIGI and U-MOBILE contributed to the
balance of 21.7 percent of the respondents. Regarding average bill, the pattern is normal with average
respondents spending between RM 50 to RM 150 which is about 55.4 percent. In term plan subscription is quite
balance for respondents with postpaid having 52.5 percent and the balance being prepaid.

Duration pattern indicated that most of the respondents that been surveyed had been quite loyal to their current
service provider. Survey results indicate 65 percent of the respondents had been with their service provider for
more than 3 years. In terms of MNP awareness around Klang Valley it indicated that 90.4 percent are aware that
it is available and 40 percent of the respondents surveyed indicated that they plan to change their service
provider by still maintaining their number. In terms of complainer and non-complainers respondent pattern the
result showed that complainers are more from postpaid compare to prepaid, the longer duration of service tend to
have more complainers compare to shorter duration of service, higher average monthly bill tend to have more
complainers compared to lower average monthly bill and MNP awareness is higher among the complainers
compared to non-complainers

4.2 Regression Analysis Result

Regression was used to test hypotheses for H1, H3a to H3c and H4a to H4c. This method was used to test direct
relationship between independent and dependent variables. Hypotheses 1 is testing direct relationship between
perception of justice and satisfaction with recovery. The regression tests for the relationship between perception
of justice and satisfaction with recovery presented a strong inference with R square of .81 as shown in table 3.
Approximately 81.0 percent variations of satisfaction with service recovery can be explained by perception of
justice. The Durbin-Watson value of 1.98 was confined to the acceptable range (1.5 to 2.5). The beta value
(standardize coefficients) of perception of justice (f=.90) were highly significant at p<.01 indicates that the
independent variable are positively related to satisfaction with service recovery as shown in table 3. Therefore
hypothesis H1 is supported.

Table 3. Regression for satisfaction with service recovery (complainers)

Satisfaction with Service Recovery

Predictor Variable

Beta t-value
Perception of Justice 0.90 23.75%*
F value 564.24
Durbin Watson 1.98
R square 0.81**
Adjusted R square 0.81%%*

Note: ** p <0.01

In Table 4, hypotheses H3a, H3b and H3c been tested. Approximately 73.0 percent variations of trust can be
explained by satisfaction with service recovery. The Durbin-Watson value of 1.82 was confined to the acceptable
range (1.5 to 2.5).The beta value (standardize coefficients) of satisfaction with service recovery (= .85) were
highly significant at p<.01 indicates that the independent variable are positively related to trust. Therefore
hypothesis H3a is supported.

Approximately 71.0 percent variations of WOM can be explained by satisfaction with service recovery. The
Durbin-Watson value of 1.82 was confined to the acceptable range (1.5 to 2.5). The beta value (standardize
coefficients) of satisfaction with service recovery (B= .85) were highly significant at p<.0lindicates that the
independent variable are positively related to WOM. Therefore hypothesis H3b is supported.
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The regression tests result for the link between satisfaction with service recovery and customer loyalty had
presented a strong inference with R square of .74 as depicted in table 4. Approximately 74.0 percent variations of
customer loyalty can be explained by satisfaction with service recovery. The Durbin-Watson value of 1.71 was
confined to the acceptable range (1.5 to 2.5). The beta value (standardize coefficients) of satisfaction with
service recovery (B= .86) were highly significant at p<.0lindicates that the independent variable are positively
related to customer loyalty as indicated in table 4. Therefore hypothesis H3c is supported.

Table 4. Regression for behavioral outcomes (complainers)

. . Trust Word of mouth Customer loyalty

Predictor Variable

Beta t-value Beta t-value Beta t-value
Satisfaction with Service Recovery 0.85 18.65%* 0.85 18.15%* 0.86 4.96%*
F value 347.81 329.32 357.92
Durbin Watson 1.82 2.09 1.71
R square 0.73%* 0.71** 0.67**
Adjusted R square 0.72%* 0.71%%* 0.73%%*

Note: ** p <0.01

In Table 5, hypotheses H4a, H4b and H4c been tested. All 3 hypotheses are testing direct relationship between
non complainer and behavioral outcomes (trust, WOM and customer loyalty). The regression tests result for
relationship between non complainer satisfaction and trust had presented a weak inference with R square of .30.
Approximately 30.0 percent variations of trust can be explained by non-complainer’s satisfaction. The
Durbin-Watson value of 1.74 was confined to the acceptable range (1.5 to 2.5). The beta value (standardize
coefficients) of non-complainers satisfaction (f= .55) were highly significant at p<.01 indicate that the
independent variable are positively related to trust. Therefore hypothesis H4a is supported.

The regression tests result for the relationship between non complainer satisfaction and WOM had presented a
weak inference with R square of .38. Approximately 38.0 percent variations of WOM can be explained by
non-complainer’s satisfaction. The Durbin-Watson value of 1.94 was confined to the acceptable range (1.5 to
2.5). The beta value (standardize coefficients) of non-complainers satisfaction (= .61) highly significant at
p<.01 indicates that the independent variable are positively related to WOM. Therefore hypothesis H4b is
supported.

The regression tests result for the relationship between non complainer satisfaction and customer loyalty had
presented a weak inference with R square of .29. Approximately 29.0 percent variations of customer loyalty can
be explained by non-complainer’s satisfaction. The Durbin-Watson value of 1.66 was confined to the acceptable
range (1.5 to 2.5). The beta value (standardize coefficients) of non-complainers satisfaction (= .54) highly
significant at p<.01 indicates that the independent variable are positively related to customer loyalty. Therefore
hypothesis H4c is supported.

Table 5. Regression for behavioral outcomes (Non-complainers)

. . Trust ‘Word of mouth Customer loyalty

Predictor Variable

Beta t-value Beta t-value Beta t-value
Non-complainers Satisfaction 0.55 7.84%%* 0.61 9.36** 0.54 7.60%*
F value 61.40 87.39 57.80
Durbin Watson 1.74 1.94 1.66
R square 0.30** 0.38%* 0.29%*
Adjusted R square 0.29%** 0.37%%* 0.28%*%*

Note: ** p <0.01

4.3 Hierarchical Regression for Hypotheses Testing

Hierarchical Regression was used to test hypotheses for H2. As depicted in Table 6 when the perception of
justice is entered into the regression equation in step 1, the coefficient determination (R*) was found to be 0.85
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indicating 84.5 percent of satisfaction with service recovery is explained by perception of justice In step 2,
service failure severity was entered into the equation in order to examine its impact as a moderator. The R?
increased from 84.5 percent to 85.8 percent indicating a change of 1.3 percent which is significant at p < 0.01.
Finally, in the third step, the interaction terms (service failure severity * perception of justice) were entered
accordingly into the model. The additional variance explained by the interaction terms (1.4 percent) was
evidently significant at p < 0.01, implicating that there is a moderation effect of service failure severity on the
relationships between perception of justice and satisfaction with service recovery. Therefore Hypothesis 2 was
supported.

Table 6. Results of hierarchical regression analysis (satisfaction with service recovery)

Standard Beta Standard Beta Standard Beta

Variables

Step 1 Step 2 Step 3
Independent Variables: Perception of Justice (PolJ) 92%* 83%* S53%*
Moderating Variable: Service Failure Severity (SFS) -0.14%* -0.56**
Interaction Terms: SFS*PoJ 0.35%*
R® 845 858 872
Adjusted R? 844 856 869
R? Change 845 013 014
F change 694.966 11.097 13.520
Sig. F Change 0.000 0.001 0.000

Note: ** p <0.01

5. Discussions

The result in this studied indicates organizational strategies used by the service providers for service recovery
effort in turning dissatisfied complainers into satisfied customers have been evaluated overall by the respondents
as perception of justice. If the respondents feel they have been treated justly, then their evaluation toward
satisfaction with service recovery has also been rated as positive. This is in line with finding of Carr (2007).
While Smith et al. (1999) findings in hotel and restaurant industry studied shows that procedural and
interactional was found to be highly correlated and they recommended in their study that customers will react
differently according to different industry. In Kau and Loh (2006) had utilize a different set of item (32 items) for
perception of justice and found 4 factor instead of 3 factor in telecommunication industry in Singapore. In others
studies Yang and Zhang (2012) have categorized distributive justice, procedural justice, and interactive justice as
organizational justice and had found a positive effect on perceived organizational support towards professional
managers in manufacturing and service industry in China.

The moderator impact of service failure severity was also found to be significant and impacting the relationship
between perception of justice and satisfaction with service recovery. Service failure severity has also been
recognized as an important variable by Weun et al. (2004). This indicates that as the service failure severity
increases, satisfaction with service recovery is reduced even though perception of justice by customer towards
service provider remains the same. This finding also indicates service providers need to be more careful when
treating service failure. Severity of failure should be agreed mutually between service providers and the
complainers. Service providers in Malaysia need to understand from this finding, what is defined by their
customers as severity service failure and develop accordingly the necessary strategies to ensure effective service
recovery in place in case failure does happen. This is in line with the research conducted by Weun et al. (2004)
even though in their study, only one out of two element of perception of justice which was distributive justice
had moderating effect.

Finding showed that complainers had positively linked trust, WOM and customer loyalty with satisfaction of
service recovery. This indicated that if complainers are initially not satisfied but after service recovery effort was
evaluated through satisfaction with recovery and then rated their outcome through behavioral outcomes such as
trust, WOM and customer loyalty will show high correlation. The effective service recovery by service providers
will help increase trust in customers and in turn will increase their loyalty towards the companies. Therefore the
service providers need to implement various organizational strategies in ensuring that handling customer
problems and failure always be first priority by the companies. On the other hand service provider need to be
careful because with poor service recovery effort, mobile phone users will rate lower on their satisfaction with
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recovery and rate lower on behavioral outcomes too. This must be avoided especially with choice of alternative
and low cost of switching currently in Malaysian market especially with MNP gaining momentum.

6. Theoretical and Managerial Implications

From theoretical implication the researchers in Malaysia can use this model for future research in service sector
field such as banking, retailing and hotel to replicate and compare this finding. Currently there is limited research
on non-complaints and this research indicates need to be understood further. The model needs to be enhanced
further to understand why non complainants are not complaining. Furthermore the instruments used in this
research are valid and reliable. Most of the results from this study show the similarities with studies done
elsewhere except for the finding that perception of justice was identified as single construct instead of multi
construct.

The current studied points to some useful guidelines for managerial action. Service providers need to understand
that Malaysia is multi-racial and multi-cultural. From this results, ethnicity also exhibit different behavior
towards perception of complaining. Therefore service providers need to have different strategies for different
ethnicity (Mattila & Patterson, 2004) to enhance effective service recovery and positive behavioral outcomes.

Service providers also need to formulate service recovery to reach non complainant by showing that service
provider care for them. Service provider can reach them in many ways and try to understand their needs, wants
and expectation. Service providers require providing staffs that have multi skill especially when launching new
products/services. In case customer complain during this period of time, this specific staff if have been
empowered can address this immediately or follow up again later to highlight that service provider value their
current customers and create good reputation from customer’s point of view. Furthermore with MNP, service
provider need to be more proactive in understanding their customer better and one of it by intensifying customer
loyalty program and organizing user forum in each state. This will help service providers to gain more market
share with reduction in expenditure to attract new customers.

Customer loyalty can be nurtured by providing timely and reliable information. It can also be reinforced by the
provision of honest information on what the service provider is doing about existing problems and what it does
to forestall potential ones such as network quality (element of proactive service recovery effort). It is therefore
important that effective conflict resolution mechanisms are not only in place but are proactive, so as to predict
potential service failure and address them before problems become manifested. This is described as service
recovery management.
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