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The impact of service quality and service recovery on customer
satisfaction and brand loyalty : a case study of an e-commerce

company in China
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ABSTRACT

Customer satisfaction affects the loyalty of customers to enterprises, which is an important
competitive advantage, especially in e-commerce enterprises. This research enhances the understanding

the role of e-service quality and e-service recovery on customer satisfaction and customer loyalty in e-
commerce business. This study provides managerial implication for an e-commerce company to improve
its strategies. Respondents are 308 customers who used the most popular e-commerce company to online
shopping. The research result confirmed the positive effect of e-service quality and e-service recovery on
customer satisfaction and customer loyalty. The study also found that e-service recovery has stronger
impact on customer satisfaction than e-service quality. This reflected that e-commerce company should
focus on remedial service failure to improve customer satisfaction and loyalty.

Keywords: E-service quality, E-service recovery, Customer satisfaction, Customer loyalty

1.INTRODUCTION
With the rapid development of B2C e-

commerce, more and more people buy goods
through e-shopping platform instead of a physical

store [1]. China is the fastest growing internet

market in Asia, and accounts for a large share of
the global internet market. Ghalandari (2 identified

that the quality of service provided determine
customer satisfaction and attitude loyalty.

Especially for the e-stores, the service staff did not
contact with customers in person. E-service quality
directly affects e-trust and e- satisfaction, and
indirectly affects e- satisfaction through e- trust,
which means that the higher the quality of e-
service, the higher the e-trust and e-satisfaction of
e- shop service. By promoting user- oriented

network communication, marketing personnel
help customers purchase goods and services
provided on the internet. Through this kind of

communication and assuming appropriate
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customer participation skills, the process quality of
internet products has been enhanced, and
customers can perceive the result of high service
quality provided [ 3;. Prior research does not
extensively investigate the role of e- service
recovery. Hence, the objectives of this research are:
1, explore the effect of e-service quality and e-
service recovery on customer satisfaction; 2.)
examine the effect of customer satisfaction on
customer loyalty; 3. ) provide managerial
implication to improve services.

Parasuraman et al. (41 introduced electronic
service quality (E-S-QUAL) for measuring the
service quality delivered by Web sites on which
customers shop online. It includes: 1) Efficiency,
the ease and speed of accessing and using the site;
2) Fulfillment, the extent to which the site's
promises about order delivery and item availability
are fulfilled; 3) System availability, the correct
technical functioning of the site; 4, Privacy, the
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degree to which the site is safe and protects
customer information. They also propose recovery
service quality scale (E-RecS-QUAL, consisting of
three dimensions: 1) responsiveness, effectiveness
of handling problems and returns through the site;
2) compensation, the degree to which the site
compensates  customers for problems; 3)
availability, assistance through telephone or online
representatives.

Ghane et al (5 studied the relationship
between E-service quality and E-satisfaction. The
study focused on 965 students from four
universities and found that service quality
dimensions are positively related to customer
satisfaction. The quality of e-service has a direct
and indirect impact on e-satisfaction (5]
Consistently, Shanka(6) found that the relationship
between service quality dimension and customer
satisfaction is confirmed through study on 245
customers of e-banking. The service quality
provided has a positive impact on the overall
customer satisfaction (61 Service quality is the
foundation of service integrity through customer
satisfaction [71. The improvement of service quality
can satisfy and develop customer satisfaction, and
ultimately retain valuable customers (41. Therefore,
this study proposes

Hypothesis 1: E-service quality has positive
effect on customer satisfaction.

Jung & Seock (81 examined the effect of
service recovery on customers satisfaction on
online shopping websites. Using Qualtrics.com,
368 participants were recruited for the main
survey. This study confirms that within the context
of service recovery, customers perceive
distributive and interactional justice differently
depending on the type of service recovery they
receive. Customers: perceptions of justice
significantly affect their post recovery satisfaction,
and, eventually, customer satisfaction is improved
by service recovery.
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Therefore, this study proposes

Hypothesis 2: E-service recovery has positive
impact on customer satisfaction.

As good service leads to a positive
correlation between customer satisfaction and
customer loyalty (91 This means that the more
satisfied customers are with the service, the more
loyal customers are to the industry. Therefore,
satisfying customers is important in developing
loyal customers (61 Additionally, the strong
positive correlation between customer satisfaction
and customer loyalty means that customers will
recommend the company to others. Therefore, it
can ensure that the company has a loyal and stable
customer base, thereby reducing costs in acquiring
new customers [101.

Since the severity of service failure is related
to satisfaction, remedy for service failure in e-
retailing company based on interactive fairness to
dissatisfied customers can improve customer
loyalty and alleviate the negative relationship
between the severity of service failure and
customer loyalty (11 These customers are more
likely to visit service providers in the future and
share their positive experiences with others (11,
Therefore, this study proposes:

Hypothesis 3: Customer satisfaction has

positive impact on customer loyalty.

E-service Quality

Efficiencv

Svstem
Fulfillment \{
Customer |2 Customer Loyalty
Satisfaction

E-Recovery

Resnonsivenes

Compensation

P

Figure 1: Conceptual framework
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2.MATERIALS AND METHODS

This study randomly distributed 1,000
questionnaires to customers of the selected e-
commerce company who experience service
failure while shopping online. This study uses

simple regression to verify hypotheses. The study
found 308 valid questionnaires. 52 % n=160) of
respondents are female and 48% n-148) of
respondents are male. 31+ of respondents are in the
age between 26 to 35 years old. 762 of respondents
obtained a bachelor degree. 39% of respondents

have monthly income between 7,001 to 10,000
CNY. 29+ of respondents use online shopping a
few times per month. 35% of respondents spent
between 200 to 500 CNY per month for online
shopping.

The measurement items of all four variables
are in a 5-point Likert scale (ranging from 1 for
Strongly Disagree to 5 for strongly agree). For E-

service quality, 22 items are adopted from
Parasuraman et al [4) It is divided to four

dimensions, include efficiency, fulfillment, system
availability, and privacy. For E-service recovery,
10 measurement items are adopted from (4. It is
divided to three  dimensions, include
responsiveness, compensation, and contact. For E-

loyalty, 11 measurement items are adopted from
Harris & Goode (12 It is divided to four

dimensions include cognitive loyalty, affective
loyalty, conative loyalty, and action loyalty. For
Customer Satisfaction, three measurement items
are adopted from Anderson & Srinivasan [14). The

items are: 1) <1 am satisfied with my decision to
purchase from XXX-; 2) <l think 1 did the right
thing by buying from XXX~; 3) <My choice to
purchase from XXX was a wise one.”

Factor loadings of e-service quality >0.70), e-
service recovery ¢>0.762), customer satisfaction
0.935), and customer e-Loyalty >0.912)are above
0.6 confirming validity (14).
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The study found that e-service quality, E-
service recovery, customer satisfaction, and
customer E-loyalty have sufficient convergent

validity and reliability. The average variances
extracted (AVEs) for E-service quality 0.761), E-
service recovery (0.655), E-loyalty (0.858) and
customer satisfaction (0.888) were above 05,
confirming convergentvalidity(15). In addition, the
composite reliability and Cronbach's alpha of
variables exceeded 07, showing internal
consistency for reliability. This study employed
Cronbach's Alpha to test the internal consistency
of measurement items of each variable. All
variables have Cronbach's Alpha value above 0.8
which reflected that all variables have high internal
consistency (E-service quality-961, E-service
recovery-904, E-loyalty-0949 and Customer
Satisfaction=0.904).

3.RESULTS AND DISCUSSION

The current study conducted simple
regression to test the direct effect of three
hypotheses. The findings of hypothesis 1 suggested

that E-service quality has positive impact on
customer satisfaction (p = 0.000, B = 0.969). This
study also confirm hypothesis 2 that E-service

recovery has positive impacts on customer
satisfaction (p = 0.000, B = 0.849). In addition, this

study found that e-service recovery 3 =0.569) has
stronger impact on customer satisfaction that e-
service quality (3 =0.298). The current study found

that customer satisfaction has positive impact on
customer loyalty @ = 0000, B = .809. Thus,
hypothesis 3 is supported.

This paper explores the impact of E-service
quality and E-service recovery on customer
satisfaction and verify the relationship between
customer satisfaction and customer loyalty.
Employing quantitative approach induce the
findings that all three hypotheses are supported.
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The research confirms that the good e-service
quality and great e-recovery have positive impact
on customer satisfaction. Meanwhile, high
customer satisfaction is prone to improve their
loyalty.

The present study found that E-service quality
has positive influence on customer satisfaction.
Among four dimensions of E-service quality, the
efficiency, system availability, fulfillment, and
privacy dimension, fulfillment is the most critical.
The correlation between the fulfillment and
customer satisfaction is the highest at 0.770 while
system availability has the lowest correlation with
customer satisfaction at 0.658. Thus, e-commerce
company should seek to improve fulfillment
dimension of E-service quality. This finding is
consistent with finding of Shanka 6 that found the
quality service provided has a positive impact on
the overall customer satisfaction.

This study adopted the three dimensions of E-
service recovery measurement (E-RecS-QUAL) of
Ravichandran et al. (41 The three dimensions are
responsiveness, compensation, and contact. The
finding from the present study is consistent with
Singh & Crisafulli [16) that found the online
service recovery is the key driver of customer
satisfaction. Similarly, Jung & Seock (8] also
confirmed the positive relationship between
service-recovery and customer satisfaction. The
finding from the present study compensation
©.757) is highly correlated with customer
satisfaction compared to other dimensions. Hence,

compensation can be the most effective means of
Eservice recovery. Therefore, e-commerce
company should let compensation as most
important methods to resolve service failures and
improve customer satisfaction. In addition, e-
commerce company needs to make timely
communication and show their responsiveness,
and pay attention to the way of communication
with customer so that customers satisfaction will

be improved from effective E-service recovery.
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Additionally, the standardized coefficient of
eservice recovery on customer satisfaction is

0.569 which is more than that of e-service quality
(3=0.298) so the impact of E-service recovery on
customer satisfaction is stronger than E-service
quality. This is consistent with Anderson &
Srinivasan [13; that found that effective service
recovery is especially important in services
provided on the Internet This is because online
customers are difficult to attract and retain.
However, customer still can feel the quality of
product and service, thus, e-commerce company
should pay attention more on E-service recovery.
The result of this study has suggested
implications for e-commerce business operation
and web-customer satisfaction. Online customers
commonly have repeated experiences with various
websites. This study focuses on the China famous
website. The finding from the present study
confirm that e-service quality and e-recovery are

the two important factors to influence on customer
satisfaction.

Also, this study confirmed the relationship
between customer satisfaction and customer
loyalty. This finding is consistent with finding of
Ghane et al. (51 and Shanka (6] that found the
customers satisfaction has effective impact on
customer loyalty. Therefore, e.commerce company
should try to improve customer satisfaction to
enhance customer loyalty.

4. CONCLUSIONS

E-commerce companies should focus on how
to improve their eservice quality, including
efficiency, fulfillment, system availability and
privacy. This study found that system availability
has the lowest correlation with customer
satisfaction so e-commerce companies should pay
more attention on efficiency, fulfillment and
privacy as well as adopt ways to improve their e-
service quality according to their actual situation.
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The selected e.commerce company in this study
needs to improve the search engine to make
customers more convenient to find the products
they need. The company should recognize that
customers are very concerned about personal
privacy. Respondents are worried that the selected
e-commerce company will disclose their personal
information so the company needs to improve the
protection measures for customers to retain users,
which will help to improve the service quality of
the selected e-commerce company.

In addition, the selected e-commerce
company should understand how to recover from
online service failures as it is very crucial for
service managers to design effective service
recovery strategies. According to the present study,
the contact dimension has lowest influence on
customer satisfaction. Therefore, the e-commerce
company should pay more attention on
compensation and responsiveness to improve
service recovery. The company should make
effective compensation to customer, and provide
online procedures in the form of FAQs, online help
pages and discussion forums enable timely
resolution of the service failure. Additionally, since

the influence of e-service recovery is stronger than
service quality, thus, E-service recovery is more
important work for improving customer
satisfaction.

This study also found that the selected e-

commerce company needs to improve the
compensation for users who have not successfully
traded, so that the company can obtain higher
rating in eservice recovery. In addition, the
company needs to provide customers with better
services and lower prices than competitors, and
improve users' comprehensive evaluation of the
company. The company needs to make customers

feel that this purchase is very wise decision. Also,

the company needs to strengthen the positive
impact on its customers repeatedly because this
can effectively improve customer loyalty.
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In an e-commerce context, improve customer
satisfaction and building e-loyalty are a difficult
challenge. The difficult point is to differentiate
themselves from competitors. The result confirms
that loyalty of customer is directly affected by
customer satisfaction, then, e-service quality and e-
recovery are two key factors. Hence, the company
should try to provide the sound e-service quality
and e-recovery to increase customer satisfaction. It

would enhance customer uses frequency of these
services, intention to recommend, and likelihood
of repurchase from these services in the future
Ghane et al. (51.

There are several possible limitations to the
research study. First, online questionnaire may

cause discrepancies between reported behaviors
and their actual behaviors. So, in future research,

researcher should try to communicate with the
respondents face to face. Second, this study did not
provide details for service quality improvements,
especially for E-service quality improvements as

each website is not in the same situation. In future

research, author should focus on how to improve
e-service quality. Third, this study focuses on

research how company deliver online recovery but
did not address on the impact of online service
recovery on customer perceptions and post-

recovery behavior. So, further research shall focus
on detail of service-quality, impact of customer
perceptions, and post-recovery behavio
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