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FIGURE 1. Confirmatory Factor Analysis Model
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Note: Scores represent standardized regression weights.
p < 0.05.

reports fit measures, showing the factor structure fits the data relatively

well.

Holding the recovery satisfaction score as the dependent variable, the
two constructive recovery strategy factors (compensation and assis-
tance) were separately analyzed with CHAID analysis to describe
groups of failures that had similar recovery satisfaction scores. For the
compensation strategy, predictors included two levels, the first being the
failure type and the second the failure seriousness score (see Figure 2).
Product defect was clearly the most serious failure and the failure for
which financial compensation was least effective (mean 3.02). Respon-
dents interpreted the failure seriousness differently and tended to form
two distinct groups, the first being those that scored the seriousness as
1-5 and those that felt the failure was more serious and scored it 6-7-
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TABLE 3. Fit Measures for Confirmatory Factor Analysis

Fit Measure Default Model Null Model
Discrepancy 75.329 1348.717
Degrees of freedom 18 28

p 0.000 0.000
Discrepancy / df 4.185 48.168

RMR 0.147 1.282
GFI 0.952 0.413
Adjusted GFI 0.904 0.246
Parsimony-adjusted GFi 0.476 0.321

RMSEA 0.092 0.339
N = 547.

Less than 1 percent of the respondents reported this failure as less than 6
in seriousness, with nearly 7 percent reporting a high seriousness level.
Other failure types formed groups of similar reactions to the compen-
sation recovery strategy, with out of stock and mischarged obtaining the
highest recovery scores when treated with compensation (mean 4.95).
Most of the failures showed a split between high failure seriousness
scores (usually 7) and all other scores. When a respondent felt that the
service failure was very serious, based on his/her personal judgment, the
recovery effectiveness dropped off, what Liu, Warden, Lee, and Huang,
(2001) labeled fatal failures. Outside of this extreme judgement, most
other levels of failure seriousness can be treated equally well with a re-
covery strategy. An exception to this is the group of failures unclear pol-
icy, served out of order and not cooked to order. Recovery satisfaction
from these errors was highly dependent on the perceived seriousness of
the failure ranging from the least serious (1 and 2) to the most serious (7).
Analysis of the assistance recovery strategies resulted in a similar
finding (see Figure 3), with most failures split between the most serious
failure score (7) and all other scores forming a single group (1-6). Product
defect again exhibited the lowest recovery satisfaction score, but higher
than the corresponding score when treated with a compensation strategy.
Not cooked to order and wrong order obtained the highest recovery score
(mean 4.98), which differed from when the compensation recovery strat-
egy was used. Between the two types of recovery strategies, only prod-
uct defect and the group of out of stock and wrong order appeared to
form similar segments. All other failures grouped differently when ex-
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FIGURE 2. Predictors of Recovery Scores When Employing Compensation Strategy
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FIGURE 3. Predictors of Recovery Satisfaction Scores When Employing Assistance Strategy
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TABLE 4. Matching Failures with the Most Effective Recovery Strategy

Compensation Assistance t

Out of stock 4.95 4.73 4.92*
(1.47) (1.35)

Mischarged 4.95 4.73 3.25™
(1.47) (1.35)

Slow service 4.64 4.43 3.57*
(1.44) (1.39)

Lost order 4.64 4.43 222~
(1.44) (1.39)

Unclear policy 4.5 4.43 1.77
(1.51) (1.39)

Served out of order 4.5 4.43 234 *
(1.51) (1.39)

Spillage 417 413 27
(1.58) (1.44)

Product defect 3.02 3.75 11.69
(1.68) (1.73)

Not cooked to order 4.5 4.98 7.92*
(1.51) (1.26)

Wrong order 464 4.98 5.97*
(1.44) (1.26)

Facility problem 3.94 4.26 4.49*
(1.59) (1.37)

Employee behavior 417 4.43 4.7
(1.58) (1.39)

Seating problem 3.94 4.13 3.85™
(1.59) (1.44)

Note: Numbers in parentheses represent standard deviation.
N = 547; *p < .05, **p < .01.

amined on the basis of their resulting recovery satisfaction scores. This
finding suggests that the recovery score depends on a matching between
failure and recovery. Respondents had an expectation of the role the ser-
vice provider was to perform when a certain type of failure occurred, not
simply reacting to higher levels of compensation.

Comparing the two recovery strategies (see Table 4), reveals the re-
covery that fits best with each failure type. Compensation-based recovery
strategies were most effective for the failures out of stock, mischarged,
slow service, and lost order. The failures unclear policy, served out of
order, and spillage were marginally better when treated with compensa-
tion than with assistance.

A larger difference was observed for those failures that were better
addressed with the assistance recovery strategy than the compensation
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strategy. The failures product defect, not cooked to order, facility prob-
lem, employee behavior, and seating problem all were best addressed
by the assistance recovery strategy. These failures are related to the core
service product or the outcome. The failures best addressed by a com-
pensation strategy appear to be part of the service delivery, or process
errors. These classifications (outcome and process) are very similar to
those used by Smith et al. (1999), with the exception of out of stock,
which they used as an example of an outcome failure. For the sample
frame, it appears that out of stock, as used in the simulation description,
is more in line with a process failure, since the respondents were all eth-
nic Chinese living in Taiwan and the scenario presented was concerning
a Chinese food restaurant (see earlier discussion).

DISCUSSION

While easy to say, it is difficult to seriously recommend to service
providers that they only commit errors that are less serious. If service er-
rors were so easily addressed, restaurant owners could simply adopt a
zero defect goal. The reality of service variability makes such an ap-
proach an unrealistic target. Role congruence may be more practical in
overcoming service failures than simply stamping out errors or raising
recovery costs in the hope that more expensive recoveries will have
increased benefits.

The role expectations of customers are likely to be highly influenced
by such overarching factors as culture. The current results fit well with
previous findings in so far as process failures (those activities related to
the delivery of the service) should be addressed with compensation-based
recovery efforts, while outcome failures (those involving the core ser-
vice product) should be followed up with human-based assistance (see
Figure 4). Offering compensation for outcome failures is not what the
respondents in this study expected. While far better than doing nothing,
assistance is a more appropriate response. Such assistance can also be
used in process errors, with little difference in results, but needs to be
balanced against the costs. Compensation, through the use of a coupon
or discount, may have lower associated costs than having food replaced,
or the manager intervene, and is in line with the role expectations of these
respondents.

What types of errors make up process or outcome, and what type of
recoveries constitute assistance or compensation needs to be explored
since the role expectations of the customers can be influenced by many
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FIGURE 4. Appropriate Use of Recovery Strategies
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contextual factors, with culture primary among them. In the current
study, out of stock clearly loaded with process failures, yet Smith et al.
(1999) categorized this failure as an outcome, based on extensive pre-
testing (p. 362). Hoffman et al. (1995) found the out-of-stock failure to
be ranked most serious, while the current study’s respondents ranked
this failure as the least serious, in line with previous restaurant service
failure research in Taiwan (Liu et al. 2001). Differences between Western
and Eastern eating customs explain some of this variation, yet cultural
values lie at its source.

Eating is a central part of Chinese culture in a way that is rarely seen
in other cultures (Chang 1977). Restaurant quality is inferred from how
many people are inside a restaurant, how noisy it is, and how generally
busy it is. The Mandarin ren duo, ( A% )translated as “many people,” or
re nao (B4 ) translated as “bustling and exciting,” when used in the con-
text of restaurants are clearly interpreted as signals of a restaurant’s
quality. In a similar way, an English speaker might refer to a restaurant as
always busy, or always booked up, but the Chinese means much more as
it also infers a social situation that is sought after as part of the norm in
the Chinese collective culture.

In a collectivist society (Hofstede 1997), harmony takes precedence
over the individual. Feminine cultures emphasize relationships, while
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masculine cultures emphasize materialism. Such a perspective fits well
with Chinese in a social setting (collective and feminine), such as a res-
taurant, where issues surrounding the process of service delivery, mostly
out of sight, are less serious and can be handled by the front line employ-
ee. Out of stock, slow and lost orders can be deflected by the employee
offering other options, such as drinks, and replacement dishes, but ser-
vice failures that cause a loss of face within the visiting group are not so
easily overcome. Issues such as defects, employee behavior, and being
seated in an uncomfortable location or near troublesome patrons all can
lead to a loss of face for the customers. Such issues are not overcome
with monetary gifts, but require a higher level intervention on the part of
people in the organization, such as mangers.

In China, going out to dinner with family, friends, and business asso-
ciates is rarely an adjunct to other activities, but is often a goal onto it-
self. Much of the social fabric of Chinese family and professional life is
sewn around the dinner table in a collective and sharing activity. This
emphasis on eating as a social value influences how service failures are
viewed and what are the expected recovery strategies. Thus, the collec-
tive group gives pressure to people within the group to keep their face.
The risk is that errors to the core product can cause a loss of face within
the group. An emphasis on communicating and working out issues,
reaching a state of harmony, benefits serious errors, as customers would
like to compromise, as long as a social interaction takes place.

Rather than starting with failures, which may be serious but relatively
rare, these findings show that viewing recoveries as part of the flow of
interaction with the customer can have the advantage of understanding
more clearly what the customer expects. If the service provider’s behav-
ior matches the customer’s role expectations, then a relationship can be
perpetuated. Rather than begin with an a priori assumption of failures
and recoveries, managers may want to consider first building an inductive
base of information that is culturally relative to local customers.

Finally, it is clear that understanding the service failure as part of a
failure-recovery process, which should be described from the perspec-
tive of what the consumer expects, can bring benefits in the real world
where service failures are bound to happen. However, some consumers
are more sensitive than others to specific failures. The recovery attempt
is always less appreciated by those that view the service failure as being
most serious. Outside of this extreme view though, customers across the
range of seriousness ratings accept a recovery effort equally well.
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ABSTRACT. As the rapid tourism development continues, many chal-
lenges emerge in the travel industry in Yunnan Province, China. Using
data collected from a survey, this article presents the findings of a re-
search study determining the destination attributes critical to the overall
satisfaction level of Chinese tourists visiting Yunnan Province, China. A
total of 29 satisfaction attributes were grouped under five travel dimen-
sions (factors), namely tourist facilities and service, destination attractive-
ness, professionalism of the tour guide, itinerary/schedule and dynamics
of the tour group. Results of two-stage least squares regression analysis
indicated that destination attractiveness, professionalism of the tour
guide and dynamics of tour group are significant predictors of domes-
tic tourists’ overall satisfaction level. Implications with regard to the
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