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Many sales organizations are using relationship selling to 
seek a competitive advantage through the development of 
long-term, mutually satisfying buyer–seller relationships 
(Frankwick, Porter, and Crosby 2001; Jones et al. 2005; 
Ulaga and Eggert 2006). Relationship selling requires a cus-
tomer-oriented approach that focuses on addressing customer 
concerns, cocreating customer value, enhancing customer 
satisfaction, and resolving customer problems and conflicts 
(Schwepker 2003; Sheth and Sharma 2008; Weitz and Brad-
ford 1999). Sales organizations implementing relationship 
selling approaches typically need to focus more attention 
to postsale service than those involved in more transaction-
oriented selling.

Postsale service has not been a major emphasis of sales 
research in the past, but this area is beginning to receive 
more attention from sales researchers. Ahearne, Jelinek, and 
Jones (2007) examined postsale service and found positive 
relationships between salesperson service behaviors, relation-
ship quality, and share of customer business. Challagalla, 
Venkatesh, and Kohli (2009) provide strong arguments and 

evidence that proactive postsale service can have positive ef-
fects on buyer–seller relationships in specific customer and 
product situations. These studies are especially important 
because they highlight the key role that postsale service plays 
in relationship selling and provide foundations for future sales 
research in this area.

Sales organizations should attempt to provide customers 
with excellent postsale service in relationship selling situations. 
However, even when salespeople practice service behaviors and 
engage in proactive postsale service, mistakes and problems 
are likely. How these problems and customer complaints 
are handled can have an important impact on buyer–seller 
relationships (Homburg and Fürst 2005, 2007; Stevens and 
Kinni 2007).

Although most of the service recovery management research 
has been conducted in the service area within business-to-
consumer (B2C) contexts, the development of recovery man-
agement practices is important to business-to-business (B2B) 
sales organizations practicing relationship selling (Gonzalez, 
Hoffman, and Ingram 2005; Homburg and Fürst 2005). In 
B2B markets, salespeople play a major role in establishing 
and maintaining relationships with buyers (Stevens and Kinni 
2007), and much of the loyalty in buyer–seller relationships 
is with the salesperson and not the selling firm (Palmatier, 
Scheer, and Steenkamp 2007). Studies in both B2B and B2C 
contexts suggest that the actions of salespeople affect customer 
satisfaction and retention following service failure (Chang 
2006; Dunning, Pecotich, and O’Cass 2004; Naylor and Frank 
2000; Stevens and Kinni 2007; Widmeir and Jackson 2002). 
In addition, research indicates that salespeople in B2B situa-
tions spend a great deal of their time resolving buyer problems 
caused by the selling firm (Stevens and Kinni 2007). Thus, the 
critical role that salespeople play in developing relationships 
with customers and responding to service failures indicates the 
need for more research in this increasingly important area.
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The purpose of our research is to advance the sales organiza-
tion service recovery management literature by presenting and 
empirically testing a conceptual model of recovery manage-
ment practices in B2B sales organizations. Our study builds 
on foundations in the service and sales areas, but makes several 
unique contributions.

First, we make an important conceptual contribution by 
integrating the linkages between organic and mechanistic ap-
proaches to service recovery proposed by Homburg and Fürst 
(2005) with the failure analysis and recovery management 
model presented by Gonzalez, Hoffman, and Ingram (2005). 
Our model depicts the relationship between a sales organiza-
tion’s supportive recovery culture (organic approach) and the 
systematic tracking of failure and recovery efforts (mechanis-
tic approach). This model provides a more comprehensive 
conceptualization of sales organization recovery management 
relationships than is currently available in the literature.

Second, our study empirically tests this conceptual frame-
work of service recovery management from the perspective 
of B2B sales organizations. As mentioned earlier, much of 
the previous service recovery research has focused on B2C 
markets from the customer’s perspective (e.g., Baker, Meyer, 
and Johnson 2008; Bonifield and Cole 2008). Examining 
service recovery management in B2B contexts (Gonzalez, 
Hoffman, and Ingram 2005) and from a company perspec-
tive (Homburg and Fürst 2005, 2007) has been identified as 
important research needs. We are not aware of a study that 
has tested these service recovery management relationships in 
B2B markets from a sales organization perspective.

Finally, our research examines relationships between service 
recovery management practices and customer and financial 
performance measures important to sales organizations. No 
other known study has explored the relationship among these 
measures within a B2B sales context. Establishing a relation-
ship between these variables provides the ultimate justifica-
tion for engaging in service recovery management practices 
(Gonzalez, Hoffman, and Ingram 2005).

CONCEPTUAL FRAMEWORK AND  
HYPOTHESES

Our model, as depicted in Figure 1, includes constructs that 
have been proposed to be critical to firm-level failure recovery 
in both the sales and service literature. First, the model includes 
the central constructs put forth in Gonzalez, Hoffman, and 
Ingram (2005) for effective sales failure and recovery. Spe-
cifically, we investigate the role of failure analysis, recovery 
strategy, and monitoring, evaluating, and feedback efforts 
on firm performance. Next, the model positions the recovery 
culture of the sales organization as an antecedent to the pro-
grammatic recovery efforts of the sales organization. This is in 
line with recent research in services which demonstrates that 

an organizational culture that is supportive of failure recovery 
affects the efforts taken by firms to recover from failures and 
the customer’s satisfaction with those efforts (Homburg and 
Fürst 2005, 2007). Last, the model contains two firm-level 
outcome measures—customer performance and financial 
performance. While research in services has recognized the 
importance of recovery outcomes such as satisfaction, loyalty, 
and purchase intentions, we model these as constituting two 
distinct types of outcomes (Hess, Ganesan, and Klein 2003; 
Maxham and Netemeyer 2003).

Recovery Culture

The recovery culture construct addresses the fundamental ques-
tion of whether the sales organization’s leadership facilitates 
or hinders the recovery efforts of the organization. More 
specifically, recovery culture represents whether or not the 
firm’s leadership acknowledges that customer expectations 
are not always met, recovering from a failed sales transaction 
and reestablishing customer satisfaction is of importance 
to the firm’s leadership, and the firm’s leadership supports 
employees in their efforts to engage in effective recovery prac-
tices. The recovery culture construct proposed in this study 
closely parallels the organic approach to recovery introduced 
by Homburg and Fürst (2005) and later to be reported as an 
antecedent of defensive organizational behaviors (Homburg 
and Fürst 2007). In general terms, the organic approach to 
recovery reflects the “supportiveness of the internal environ-
ment with respect to complaint handling” (Homburg and 
Fürst 2005, p. 97).

The importance of a firm’s recovery culture is well-doc-
umented in the literature. Maxham and Netemeyer (2003) 
discuss the importance for organizations to set the right 
values so that employees will get the right message and fol-
low accordingly. Other studies have reported that positive 
customer-oriented leadership is positively associated with 
customer-oriented behavior in general (Jaworski and Kohli 
1993; Kelley 1992; Siguaw, Brown, and Widing 1994) and 
customer-oriented treatment of complaints in particular 
(Technical Assistance Research Program Institute 1986). 
Finally, Ashforth and Lee note the 

possibility that organizational culture is a “meta-cause” of 
much defensive behavior. Specifically, the shared system of 
values, assumptions, and norms may well . . . influence the ten-
dency to avoid action, blame, and change. (1990, p. 631)

Given the importance of recovery culture to a sales orga-
nization’s overall recovery efforts, this construct was added 
to the proposed model and extends the original conceptual 
framework of service recovery management practices proposed 
by Gonzalez, Hoffman, and Ingram (2005). Moreover, it is 
proposed that a firm’s recovery culture is likely to drive its 
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more mechanistic recovery efforts (Homburg and Fürst 2005). 
Mechanistic approaches to service recovery can be referred 
to as standard operating procedures—such as the systematic 
identification of service failures and the specification of failure 
attributions. No known study has empirically assessed the link-
ages between organic and mechanistic approaches to service 
recovery. Hence, we propose the following hypothesis:

Hypothesis 1: Sales organizations with supportive recovery 
cultures are more likely to engage in systematic failure 
analysis activities.

Failure Analysis

The failure analysis construct is comprised of failure identifica-
tion and failure attribution. Failure identification assesses the 
sales organization’s awareness of when customer expectations 
are not being met and whether the firm encourages customers 
to register complaints when expectations are not fulfilled. Early 
recovery-related research reported that the average company 
does not hear from 96 percent of its unhappy customers 
(Albrecht and Zemke 1985). Failure to recognize customer 
complaints alienates customers, reduces customer complaints, 
and leads to higher customer defection rates (Gilly, Stevenson, 
and Yale 1991; Kelley, Hoffman, and Davis 1993). Firms 
should encourage unhappy customers to voice their concerns. 
Customers that complain are more likely to be retained than 
noncomplainers (Gilly, Stevenson, and Yale 1991). In con-
trast, customers who do not express their complaints defect in 
mass. Harari (1992) reported that as purchases exceed $100, 
dissatisfied customers who do not complain defect at rates 
approaching 91 percent.

The second component of the failure analysis construct 
is failure attribution. Failure attribution consists of three 
principle dimensions—locus, stability, and controllability 

that assist in formalizing the failure analysis process (Bitner 
1990; Swanson and Kelley 2001; Weiner and Lerman 1980). 
More specifically, failure attribution formally identifies the 
source (locus) of the failure, the likelihood that the failure is 
a random event (unstable) or an event that is likely to repeat 
itself (stable), and the extent to which the organization had 
control (controllability) over the failure event. Past research 
pertaining to locus and recovery efforts have found that cus-
tomer expectations for recovery diminish as the source of the 
failure becomes more customer related (Folkes 1984; Krishnan 
and Valle 1979). In contrast, failures attributed to the seller 
are associated with negative word of mouth (Richins 1983), 
increased complaints to the selling firm (Curren and Folkes 
1987), increased recovery expectations (Folkes 1984), and 
decreased customer satisfaction (Oliver and DeSarbo 1988; 
Widmier and Jackson 2002).

Research pertaining to stability notes that “attributions to 
unstable reasons lead to uncertainty about future outcomes, 
whereas stable attributions lead a person to expect the same 
outcome in the future” (Folkes 1984, p. 399). As a result, 
when failures are attributed to stable reasons, the customer’s 
preference for service recovery is in the form of a cash refund 
as the firm is perceived as unreliable (Weiner and Lerman 
1980). In contrast, when failures are attributed to unstable 
reasons, customers are more willing to accept the notion that 
the failure was a “one-time event” and an exchange rather than 
a refund becomes an acceptable solution. Finally, attribution 
research has found that when failures are the result of control-
lable actions by the firm, customer anger directed toward the 
firm increases, repurchase intentions decrease, and desires 
to complain increase (Folkes, Koletsky, and Graham 1987; 
Weiner and Lerman 1980). Moreover, revenge and anger are 
closely related constructs in that the desire to seek revenge is 
a consequence of attributing controllable failures to others 
(Weiner, Russell, and Lerman 1979).

Figure 1 
Conceptual Model
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In general, failure analysis is the first step in formalizing 
service recovery management practices by recognizing the 
failure, identifying its source, evaluating its stability, and as-
sessing its controllability. As such, failure analysis is a mecha-
nistic approach to service recovery and along with an organic 
approach has been found to be an important component to 
the service recovery management process (Homburg and Fürst 
2005). Furthermore, we propose that sales organizations that 
establish and maintain formal failure analysis processes are 
likely to have formalized processes for recovery strategy selec-
tion and implementation as well. Therefore, we hypothesize 
the following:

Hypothesis 2: Sales organizations that engage in failure 
analysis activities are more likely to formally engage in 
recovery strategy selection and implementation activities.

Recovery Strategy

The recovery strategy construct refers to the preference of the 
organization to utilize specific types of recovery strategies 
over other alternatives; whether preferred recovery strategies 
have been communicated to employees and customers; and 
whether the firm links specific recovery strategies to specific 
types of failure incidents. Research indicates that recovery 
tactics generally fall within five recovery strategy categories—
apologetic (frontline or managerial), compensatory (gratis, dis-
counts, coupons, upgrades, or ancillaries), reimbursement (cash 
refund or store credit), restoration (corrections, replacements, 
or substitutions), and unresponsiveness (firm does not respond 
to customer’s complaint) (Gonzalez, Hoffman, and Ingram 
2005; Hoffman and Kelley 1996). Typically, employees are left 
to fend for themselves when faced with dissatisfied customers. 
Organizations may formalize the recovery process by discussing 
with employees and customers acceptable recovery options and 
may recommend specific recovery strategies for specific types 
of failures.

The recovery strategy construct also formally assesses the cus-
tomer’s satisfaction with the manner in which recovery strategies 
are implemented. The customer’s evaluation of the recovery 
efforts can be explained through equity theory (Adams 1963). 
Ultimately, when failure situations occur, customers are seeking 
perceived justice consisting of three components—distributive 
justice, procedural justice, and interactional justice (Adams 1963; 
Greenburg 1990: Tax and Brown 1998). Deploying recovery 
efforts that satisfy distributive justice without consideration of 
customer procedural and interactional justice needs may still 
result in customer defections (Blodgett, Hill, and Tax 1997; 
Tax and Brown 1998). Consequently, a systematic assessment 
of effective recovery implementation would involve active 
knowledge of the customer’s satisfaction with the recovery 
option itself, the recovery process (e.g., complaint procedures, 

time), and interpersonal issues (e.g., empathy, courtesy, and 
professionalism) exhibited throughout the recovery process 
(Maxham and Netemeyer 2002; Tax and Brown 1998).

Sales organizations that communicate preferred recovery 
strategies to employees and customers and proactively assess all 
three aspects of recovery implementation greatly enhance the 
effectiveness of their recovery management programs. Research 
has indicated that there are various approaches to recovery and 
that these approaches are not equally effective in resolving 
customer complaints in different situations (Blodgett, Hill, 
and Tax 1997; Hoffman and Kelley 1996; Tax and Brown 
1998). For example, Homburg and Fürst (2005) found that 
whereas mechanistic approaches to service recovery lead to 
higher levels of reported procedural and distributive justice, 
interactional justice is more strongly driven by an organic 
approach. Ultimately, organizations that have proactively 
thought out and communicated their recovery options and 
contingencies to employees and customers should be in a 
better position to effectively recover from failures than their 
unprepared counterparts. Moreover, firms that systematically 
prepare for recovery contingencies are more likely to engage 
in monitoring the types of failures that occur, evaluating the 
effectiveness of recovery strategies in terms of customer and 
organizational performance measures, and providing feedback 
to employees about failure and recovery issues. Hence, we put 
forth the following hypothesis:

Hypothesis 3: Sales organizations that engage in recovery 
strategy selection and implementation activities are more 
likely to engage in tracking service failures, monitoring 
recovery efforts, and providing feedback to employees.

Monitoring, Evaluating, and Feedback

The monitoring, evaluating, and feedback (MEF) construct 
reflects the manner in which sales organization systematically 
tracks the types of failures that occur, evaluates the overall 
effectiveness of its recovery options, and provides formal 
feedback to employees about failure and recovery issues. 
Research indicates that failures are generally categorized into 
employee responses to one of four main failure categories: 
(1) core delivery system failures, (2) customer needs and re-
quests, (3) unprompted and unsolicited employee actions, and 
(4) problematic customer behavior (Bitner, Booms, and Mohr 
1994; Bitner, Booms, and Tetreault 1990). Subclass categories 
for each of the four main categories can then be developed 
based on the specific industry being examined (Forbes, Kelley, 
and Hoffman 2005; Hoffman, Kelley, and Chung 2003). Or-
ganizations wishing to implement a formal recovery program 
should systematically monitor and benchmark the types of 
failures that occur and take action to minimize their future 
occurrence (Gonzalez, Hoffman, and Ingram 2005).
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In addition to systematically tracking failures, evaluating 
the effectiveness of recovery options provides valuable insights 
into how salespersons personally or the organization systemati-
cally respond to failures that occur. Challenges associated with 
recovery efforts have been attributed to (1) employees being 
unaware of what is an acceptable response from management’s 
and/or the customer’s point of view, and (2) the organization’s 
failure to inspire employees who are providing the recovery ef-
fort (Maxham and Netemeyer 2003). Organizations that excel 
at recovery management practices train employees in the art of 
recovery (Hart, Heskett, and Sasser 1990), monitor and support 
their efforts, and evaluate recovery outcomes. Clearly, customers 
should benefit from improved processes in failure analysis and 
recovery efforts in the form of enhanced customer satisfac-
tion (Tax and Brown 1998). Customer satisfaction has been 
linked to customer retention, increased purchase frequency, 
and positive referrals, which in turn has been linked to positive 
organizational outcomes such as increased revenue growth and 
profitability (Heskett et al. 1994; Maxham 2001).

Finally, information obtained from monitoring failures and 
evaluating recovery processes should be shared as feedback 
throughout the organization for two primary reasons: (1) to 
take action on items that need to be corrected and (2) to sig-
nal the importance of the recovery management program to 
all employees, thereby reinforcing the firm’s recovery culture. 
Feedback should be shared with boundary-spanning person-
nel on the frontlines as well as those employees who work 
behind the scenes who play key roles in the success of the 
exchange process. Information sharing sensitizes employees 
to the operational issues that are most relevant to the firm’s 
objectives of reducing failures and improving recovery efforts. 
Moreover, employees come to more fully understand recovery 
management issues from the customer’s and organization’s 
perspective.

Hypothesis 4a: Sales organizations that engage in track-
ing service failures, monitoring recovery efforts, and 
providing feedback to employees achieve greater customer 
performance.

Hypothesis 4b: Sales organizations that engage in track-
ing service failures, monitoring recovery efforts, and 
providing feedback to employees achieve greater financial 
performance.

Customer and Financial Performance

The customer performance construct reflects a composite mea-
sure of customer satisfaction and customer loyalty. Customers 
of sales organizations that implement effective services recovery 
management practices should experience fewer failures and 
more effective recovery efforts. As a consequence, customer 
satisfaction and customer retention should be enhanced 

(Gonzalez, Hoffman, and Ingram 2005). In support, Maxham 
and Netemeyer (2003) note a positive relationship between 
recovery satisfaction and overall satisfaction and purchase 
intent. Moreover, Homburg and Fürst (2005) report a posi-
tive relationship between complaint satisfaction and overall 
customer satisfaction and between complaint satisfaction and 
customer loyalty.

The financial performance construct reflects a composite 
measure of sales volume, sales growth, and profitability. En-
hanced customer performance measures of customer satisfac-
tion and customer loyalty should lead to increased financial 
performance measures (Gonzalez, Hoffman, and Ingram 
2005; Heskett et al. 1994). Previous research has reported 
that a 1 percent increase in customer retention can lead to an 
increase in profits of 3 percent to 7 percent (Gupta, Lehmann, 
and Stuart 2004). In another study, a 5 percent increase in 
retention rates translated into an 85 percent increase in higher 
profits for a branch bank, 50 percent higher profits for an 
insurance broker, and 30 percent higher profits for an auto-
service chain (Reichheld and Sasser 1990). As further support, 
Fojtik (2002) suggests that customer satisfaction enhances a 
firm’s financial worth via increased purchases, reduced cost 
to serve, willingness to pay higher prices, faster to respond to 
promotional efforts, new customer referrals, and suggestions 
for new revenue streams. Based on the above findings, we 
hypothesize:

Hypothesis 5: Sales organizations that achieve greater 
customer performance also achieve greater financial 
performance.

METHODOLOGY

Sample and Data Collection Procedure

To meet the objectives of this research, we sought to collect 
data from those within the sales organization who could evalu-
ate the firm’s sales failure recovery efforts. Research suggests 
that sales managers are at the heart of failure recovery activi-
ties in sales organizations (Dubinsky 1999). Consequently, 
sales managers were identified as ideal respondents for this 
study. Sales managers train and evaluate individual salespeople 
who are charged with sales failure recovery, thus they are in 
a unique position to understand both the firm’s managerial 
approach to failure recovery and implementation effective-
ness. In addition, sales managers engage in a wide range of 
activities that directly affect sales failure and recovery such as 
territory design, recruiting and selection, resource allocation 
for account management, performance evaluation, supervi-
sion, and leadership.

Eight hundred and eighty sales managers, who were part of 
an online panel, were contacted based on information from 
a commercial provider. The sample included sales managers 
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from firms with as few as six employees to firms with over 
a million employees. The firms were selected for their focus 
on B2B exchanges. The sample represents a range of industries 
in order to more confidently generalize the findings from the 
study. Industries from both the manufacturing and services 
sector were represented. These included business services, 
financial services, consulting, health care, hospitality, trans-
portation services, manufacturing, and technology. Both 
men (53 percent) and women (47 percent) were represented, 
the average age was 44, and average total experience was 16 
years.

Respondents were contacted via e-mail following the rec-
ommendations of Deutskens et al. (2004) and Dillman (2007) 
for optimizing the response rate of surveys conducted online. 
Specifically, the e-mail included a cover letter describing the 
study, the survey was reduced to the shortest length possible, 
incentives via points were earned through the commercial 
provider that respondents could use toward the redemption of 
prizes, and respondents were entered into a lottery for a small 
prize that was held by the commercial provider. A follow-up 
e-mail was sent to respondents a week after the initial e-mail. 
A total of 177 usable responses were received for an effective 
response rate of 20.1 percent. Nonresponse bias was checked 
for by comparing early and late respondents for all constructs 
through analysis of variance (ANOVA), producing no signifi-
cant differences (Armstrong and Overton 1977).

Measures

To develop the reflective measures used in this study, we fol-
lowed standard psychometric scale development procedures 
(Anderson and Gerbing 1988). The scale items are presented 
in the Appendix. When possible, we used existing measures of 
the constructs. The measures for customer performance and 
financial performance were adapted from the sales organiza-
tion effectiveness scale developed by Baldauf, Cravens, and 
Piercy (2001). Sales managers were asked to assess their firm’s 
ability to meet customer performance goals (satisfaction and 
retention) and financial goals (revenue, profit, sales growth) 
in the past 24 months. Specifically, the items for customer 
performance and financial performance were measured using 
responses to the statement, “Compared to your sales firm’s 
objectives, how well has your sales firm performed on the 
following measures during the past 24 months,” on a scale of 
1 to 7, where 1 =  “much worse” and 7 =  “much better.”

Because our study is among the first to examine sales orga-
nization failure recovery efforts, few existing measures reflected 
the concepts adequately. As such, we developed the measures 
for the failure recovery components (recovery culture, failure 
analysis, recovery strategy, and MEF) used in this study. First, 
the scales were developed based on a review of the relevant 
literature on failure identification and recovery.

The recovery culture scale assesses a firm’s recognition that 
failures exist and that it is important to assist employees in 
satisfying customers when expectations are not met (Hom-
burg and Fürst 2005; Maxham and Netemeyer 2003). Failure 
analysis items gauge the sales organization’s actions to capture 
incidents when customer expectations are not met and the 
locus, stability, and controllability of the failures (Bitner 
1990). Recovery strategy captures the actions taken by the firm 
in response to specific failure situations and the correspond-
ing justice assessments of those actions made by the customer 
(Kelley, Hoffman, and Davis 1993; Tax and Brown 1998). The 
MEF measure reflects a firm’s efforts to track failure incidents, 
customer attributions, and recovery strategy effectiveness, and 
provide feedback about these through training and perfor-
mance evaluation (Hoffman, Kelley, and Rotalsky 1995).

Second, a pilot test was conducted with 62 sales managers 
to further refine the items and survey format. We used the re-
sults gleaned from the pilot to enhance the final survey format 
used in the subsequent main study. The resulting measures for 
each recovery failure item in the survey come from responses 
to the statement, “this describes my firm” on a scale of 1 to 7, 
where 1 = “strongly disagree” and 7 = “strongly agree.” Last, 
using the responses from the full survey, exploratory factor 
analysis (EFA) employing principal axis factoring and varimax 
rotation extracted four factors with eigenvalues greater than 
one. This further confirmed that the items belonged to the 
expected constructs.

Data Analysis Methods

To examine the effects of the sales failure recovery components 
on sales organization performance, we tested the model that 
appears in Figure 1 using covariance-based structural equation 
modeling (SEM). We followed the procedures recommended 
by Anderson and Gerbing (1988) in evaluating the model. 
First, we conducted confirmatory factor analysis (CFA) to 
evaluate the measurement component of the proposed model 
and the discriminant validity of the constructs. Next, we 
estimated the proposed model. Last, following Perdue and 
Summers (1991), we removed nonsignificant paths and se-
quentially relaxed the models overidentifying restrictions in 
order to improve model fit.

RESULTS

Confirmatory Factor Analysis

We performed a CFA for measurement scale purification 
and validation, including in the measurement model the 
measures for customer performance and financial perfor-
mance. As a result of the CFA, 20 items were retained from 
the original set of items, both the retained and dropped items 
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are indicated in the Appendix. The CFA results demonstrate 
that the model fits the data well, and all the items have sub-
stantial and significant loadings on their intended constructs 
(χ2(155) = 266.787, p < 0.01, CMIN/DF = 1.721; com-
parative fit index [CFI] = 0.960, root mean square error of 
approximation [RMSEA] = 0.064). Intercorrelations among 
the latent constructs and three indexes of construct reliability 
are presented in Table 1. Regarding reliability, Cronbach’s 
alphas for each scale are all above the recommended 0.70 
level for newly developed scales (Nunnally 1978), composite 
reliabilities are above the recommended 0.60 (Bagozzi and 
Yi 1988), and average variances extracted are greater than 
the recommended level of 0.50 (Fornell and Larcker 1981). 
Regarding discriminant validity, all the correlations between 
constructs were significantly less than one, and the shared 
variance between any two constructs was always less than 
the average variance extracted for the individual constructs 
(Fornell and Larcker 1981).

Sales Failure Recovery Effects on Sales Organizational 
Performance

Next, we tested the proposed model in Figure 1. The results 
of the SEM analysis revealed that the proposed model fit the 
data well (χ2(164) = 323.085, p < 0.01, CMIN/DF = 1.970; 
CFI = 0.943, RMSEA = 0.074), and all significant relation-
ships were in the expected direction. Substantial propor-
tions of variance of the criterion variables were accounted 
for by the proposed antecedents (R 2

financial performance
 = 0.603, 

R 2
customer performance

 = 0.210, R 2
MEF

 = 0.616, R 2
recovery strategy

 = 0.463, 
and R 2

failure identification
 = 0.447). We found support for all but 

one of the proposed relationships.
Specifically, a firm culture that recognizes the importance 

of recovering from failure positively affects a firm’s failure 
analysis efforts (estimate = 0.669, p < 0.01). Hypothesis 1 
was supported. Moreover, the active identification of failure 
types and their locus, stability, and controllability positively 
influences firm recovery strategies (estimate = 0.681, p < 0.01). 
Hypothesis 2 was supported. Next, the selection of preferred 
recovery strategies and corresponding customer evaluation 
of those strategies has a direct and positive effect on MEF 
(estimate = 0.785, p < 0.01). Hypothesis 3 was supported. 
The results also supported the link from MEF to customer 
performance (estimate = 0.459, p < 0.01). Hypothesis 4a was 
supported. Last, a sales organization’s customer performance is 
a significant driver of sales organization financial performance 
(estimate = 0.807, p < 0.01). Hypothesis 5 was supported. 
One proposed path, Hypothesis 4b, was not statistically sig-
nificant. MEF did not directly affect financial performance 
(estimate = –0.073, p = 0.270).

Following the recommendations of Perdue and Summers 
(1991), we considered potential model revisions. First, we re-

moved from the model the nonsignificant relationship between 
MEF and financial performance. Next, we relaxed the model’s 
overidentifying restrictions in order to test other paths implicit 
in the model. We were especially interested in testing models 
where recovery culture was allowed to have a direct effect on 
all of the constructs in the model. These included direct paths 
between culture and failure analysis, recovery strategy, MEF, 
and customer performance. The final model appears in Fig-
ure 2. The final model fits the data well (χ2(163) = 281.467, 
p < 0.01, CMIN/DF = 1.727; CFI = 0.958, RMSEA = 0.064), 
and there is an improved fit relative to the proposed model. 
This analysis revealed that two additional nonproposed rela-
tionships significantly improved the model fit.

Specifically, recovery culture positively influences 
MEF (estimate = 0.327, p < 0.05) and positively affects 
customer performance (estimate = 0.406, p < 0.01). In 
the final model, the variance explained for the criterion 
variables was significantly high (R 2

financial performance
 = 0.595, 

R 2
customer performance

 = 0.301, R 2
MEF

 = 0.664, R 2
recovery strategy

 = 0.436, 
and R 2

failure identification
 = 0.448). Of particular note are the in-

creases in the variance explained for customer performance 
(from 0.210 to 0.301) and MEF (from 0.616 to 0.664). The 
SEM model provides a means for estimating the sales recovery 
effort dimension–sales organization performance effects. In 
SEM, the total effects of independent variables on a depen-
dent variable can be estimated by summing its statistically 
significant indirect and direct effects. Table 2 summarizes 
these effects for all independent and dependent variables in 
the final model. SEM also provides the ability to test for the 
effect of common method bias among measures. Following 
MacKenzie, Podsakoff, and Paine (1999), we tested for com-
mon method variance (CMV) by comparing the standardized 
parameter estimates from the final model in Figure 2 with 
those of a reestimated final model that includes a same source 
first-order factor added to the indicators of recovery culture, 
failure analysis, recovery strategy, MEF, customer performance, 
and financial performance. For identification purposes, some 
of the same source factor loadings were constrained to be equal. 
The standardized parameter estimates from the model with 
the same source factor remained significant and in the same 
direction as those of the final model in Figure 2, revealing that 
the pattern of significant relationships in the final model was 
not affected by CMV.

DISCUSSION AND IMPLICATIONS

Overall, the results presented in Figure 2 reveal the importance 
of developing and maintaining a positive service recovery 
culture, the cascading influences of deploying systematic 
recovery processes, and the manner in which effective service 
recovery management practices lead to customer and subse-
quent financial performance outcomes. Findings further our 
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understanding of the complexities of service recovery manage-
ment practices within B2B sales organizations and contribute 
to the growth of the literature stream pertaining to the sales/
service interface. To date, no other known study has empiri-
cally examined service recovery management practices within 
a B2B sales context.

The importance of cultivating and maintaining a positive 
service recovery culture cannot be overstated. Results reveal 
an organic-based recovery culture to directly influence the 
firm’s mechanistic-based efforts pertaining to the systematic 
process steps of failure analysis and monitoring, evaluating, 
and feedback efforts. Consequently, results from this study are 
the first known research to establish linkages between organic 
and mechanistic approaches within a B2B sales organization 
service recovery context. Further demonstrating the impor-
tance of developing a positive recovery culture, a direct link 

was also found between recovery culture and customer perfor-
mance measures of customer retention and satisfaction. This 
finding combined with the organic and mechanistic linkages 
discussed above provide justification for the inclusion of the 
culture component to the original conceptual model of service 
recovery management proposed by Gonzalez, Hoffman, and 
Ingram (2005). Moreover, given the effect of recovery culture 
on mechanistic-based recovery management practices, studies 
that investigate the development of positive recovery cultures 
are clearly warranted.

Another contribution to the existing body of service recov-
ery literature pertains to the linkages between recovery man-
agement practices and customer and financial performance 
outcome measures of sales organizations. No other known 
study has explored the relationship among these measures 
within a B2B sales context. Interestingly, results reveal direct 

Figure 2 
Final Model

Notes: Fit statistics suggests good fit for the overall model (χ2 = 281.47, p = 0.000, df = 163, CMIN/DF = 1.727, CFI = 0.958, RMSEA = 0.064). Stan-
dardized estimates are presented for each path along with significance level of the p-value, and R2 values for paths are also presented.

Table 2
Standardized Total Effects for Each Independent Variable on Each Dependent Variable

 Dependent Variable for Each Path Estimated in Final Model

   Monitoring,
Independent Failure Recovery Evaluating, Customer Financial
Variable Identification Strategy and Feedback Performance Performance

Recovery Culture 0.669 0.442 0.599 0.525 0.405
Failure Analysis  0.661 0.407 0.081 0.062
Recovery Strategy   0.616 0.122 0.094
Monitoring, Evaluating,     0.198 0.153
 and Feedback 
Customer Performance     0.771
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linkages between (1) recovery culture and customer perfor-
mance and (2) MEF and customer performance. Due to the 
likelihood of close relationships between B2B customers and 
sales organizations, customers are likely to have a clear sense 
of the sales organization’s dedication to recovery efforts. Sales 
organizations with internal cultures that are committed to 
recovery efforts are rewarded with customer performance 
outcomes of customer satisfaction and retention. Similarly, 
sales organizations that actively monitor, evaluate, and pro-
vide feedback pertaining to recovery efforts enjoy the same 
outcomes.

In contrast, financial performance outcomes of increased 
sales volume, enhanced sales growth, and profitability are 
achieved only directly via customer performance outcomes. 
This finding demonstrates the importance for sales organiza-
tions to provide customers with effective recovery solutions 
that reestablish customer satisfaction and retain business. 
Ultimately, when recovery issues are at hand, customer satis-
faction and retention drive financial performance outcomes. 
Moreover, the direct linkage between customer performance 
measures and financial performance measures provides the 
ultimate justification for engaging in proactive service recovery 
management practices.

Our study results have important implications for sales 
organizations. The study findings suggest that sales organiza-
tions trying to develop effective service recovery programs 
need to maintain a positive service recovery culture, analyze 
failures, engage in recovery strategy activities, and monitor, 
evaluate, and seek feedback pertaining to recovery efforts. 
Sales organizations that practice these four components of 
a recovery management program are more likely to generate 
positive customer and financial performance outcomes in the 
form of customer satisfaction, customer retention, increased 
sales volume, enhanced sales growth, and profitability. Proac-
tive and formalized recovery management practices tend to 
produce successful recovery outcomes more often than reac-
tive recovery efforts. Combining our results with the work of 
Ahearne, Jelinek, and Jones (2007) and Challagalla, Venkatesh, 
and Kohli (2009) suggests that sales organizations should 
consider emphasizing salesperson service behaviors, proactive 
postsale service, and proactive service recovery management 
programs as a potential source of competitive advantage in 
relationship selling situations.

Sales organizations are more likely to implement a recovery 
management program effectively if supported by an organic 
and mechanistic service recovery culture. This requires sales 
managers to create a sales organization culture that reinforces 
the importance of recovery management. Sales managers need 
to provide strong leadership in this area and align sales training, 
coaching, performance evaluation, and reward activities with 
recovery efforts. The creation of a positive service recovery 
organic culture will help to drive a mechanistic culture that will 

facilitate the implementation of the four major components 
of a recovery management program.

LIMITATIONS AND  
FUTURE RESEARCH

All studies have their limitations and this study is no excep-
tion. Our measures of sales recovery practices are new and 
were shown here to be both valid and reliable for predicting 
firm performance. They represent a basis from which future 
research can further refine and adapt the measures in order 
to more fully explore sales recovery effects. For example, an 
organization’s failure recovery culture may comprise several 
dimensions that can be identified in future studies. In addition, 
whereas we focus on the two most central outcomes influenced 
by sales failure recovery, future research can investigate other 
outcomes important to sales organizations such as customer 
satisfaction, repurchase intention, salesperson role ambiguity, 
and role conflict.

Our research investigates direct and mediated effects of 
failure recovery on firm performance. While we find very 
strong support for our conceptualization, future research can 
investigate factors that moderate sales recovery effects on firm 
performance. Moderators such as sales strategy (relationship 
based versus transaction based), product complexity (complex 
versus simple), product type (intangible dominant versus 
tangible dominant), and business environment (unpredict-
able versus predictable) may be indicative of the extent sales 
organizations should focus on service recovery processes. Fi-
nally, single informants were used to measure organizational 
sales recovery practices. Although multiple informant designs 
remain the exception in marketing, such an approach would 
provide a stronger test of the theorized framework. Thus, 
one important direction for future research is to address the 
limitations of our study.

In addition, empirically based research that integrates the 
service/sales interface and examines recovery management 
efforts in sales organizations would make important contribu-
tions. Suggestions for future studies include:

	 •	 An empirical investigation into organic-based service recov-
ery cultures. Given the importance of a recovery culture 
on other components of recovery management practices 
contained in this study, researchers and managers would 
benefit alike from learning more about the philosophies 
of sales organizations that have developed and main-
tained a positive recovery culture. Future research needs 
to address the content of positive recovery cultures and 
the manner in which a sales organization can instill 
positive recovery cultures within their own firms. Stud-
ies that investigate how organic-based and mechanistic-
based approaches to recovery complement or hinder one 
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another would also further the literature’s understanding 
of dynamic recovery processes.

	 •	 A best practices investigation of mechanistic-based recovery 
approaches. The study of best practices in recovery prac-
tices such as failure analysis, recovery strategy selection, 
and approaches to monitoring, evaluating, and provid-
ing feedback regarding recovery efforts would provide 
useful insight for sales managers and sales/service aca-
demics. Best practices information would allow for con-
tinuous improvements of current practitioner recovery 
management approaches and further refine measures for 
academic research.

	 •	 The empirical examination of the current status of recovery 
management practices in sales organizations. Future stud-
ies may assess the state of recovery cultures, failure anal-
ysis practices, approaches to recovery strategy selection, 
and monitoring, evaluating and feedback mechanisms. 
Concurrently, future studies may address the perceived 
need of recovery management practices compared to 
actual practice. Such a study could identify areas of new 
needs and existing gaps in recovery management for 
training implications.

	 •	 The development of recovery management audit. Fol-
lowing a long tradition of marketing-related audits, a 
recovery management audit could be developed and 
comprise a series of questions that would direct the sales 
organization to think about the forces that drive its cur-
rent recovery management approach.

	 •	 The development of a contingency approach to recovery ef-
forts. Effective recovery management practices are not 
necessarily a one-size-fits-all solution. Future research 
may very well identify sales situations in which the 
importance of a firm’s recovery management practices 
varies.

	 •	 A comparison of recovery management practices in B2B 
compared to B2C sales organizations. Although B2C 
customers tend to make purchases more frequently, the 
quantity purchased is smaller and B2C customers, de-
pending on the industry, may have less of a relationship 
with the selling firm compared to typical B2B relation-
ships. Future research may address whether the funda-
mental components of recovery management practices 
identified in this study are generalizable to B2C settings?

Our study builds on previous work in the service area within 
B2B contexts and extends recent B2B sales management 
research on salesperson service behaviors and postsale service 
into the service recovery management area. Sales researchers 
can use our study as a foundation for future research that 
will more fully integrate efforts at the sales/service area and 
expand the knowledge base concerning recovery management 
in B2B contexts.
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APPENDIx 
CONSTRUCTS AND MEASURES

Recovery Culture (1 = “Strongly Disagree,” 7 = “Strongly Agree”)

The leadership of my sales organization recognizes that sometimes customer expectations will not be met.*
The leadership of my sales organization recognizes that it is important to satisfy customers when their expectations have not 

been met.
The leadership of my sales organization recognizes that sales employees should be supported in their efforts to satisfy customers 

when their expectations have not been met.

Failure Analysis (1 = “Strongly Disagree,” 7 = “Strongly Agree”)

My sales organization knows when there is an incident where a customer’s expectations are not met.
Our customers are encouraged to notify my sales organization when their expectations have not been met.
When a customer’s expectations are not met, my sales organization formally identifies the source of the problem.
When a customer’s expectations are not met, my sales organization formally identifies whether the problem is a random event 

or an event that is likely to repeat itself.
When a customer’s expectations are not met, my sales organization formally identifies whether the organization had control 

over the cause of the problem.

Recovery Strategy (1 = “Strongly Disagree,” 7 = “Strongly Agree”)

My sales organization prefers to use some recovery strategies over others (e.g., replacing a defective product versus providing a 
refund).*

Preferred recovery strategies have been communicated to my sales organization’s customers.
Preferred recovery strategies have been communicated to my sales organization’s employees.*
My sales organization links specific types of recovery strategies with specific types of incidents of customer expectations not 

being met.
My sales organization formally measures the customer’s satisfaction with the recovery strategy offered.
My sales organization formally measures the customer’s satisfaction with the recovery process (e.g., complaint procedures, timeli-

ness of recovery).
My sales organization formally measures the customer’s satisfaction with the human interaction (e.g., courtesy, empathy, profes-

sionalism) experienced during the recovery process.

Monitoring, Evaluating, and Feedback (1 = “Strongly Disagree,” 7 = “Strongly Agree”)

My sales organization actively tracks incidents where customer expectations have not been met.*
My sales organization systematically collects and categorizes incidents where customer expectations have not been met.*
My sales organization evaluates its recovery efforts in terms of customer benefits (e.g., customer satisfaction).*
My sales organization provides feedback about incidents of unmet customer expectations to employees for training and/or 

evaluation purposes.
My sales organization provides feedback about the customer’s perception for why their expectations were not met for training 

and/or evaluation purposes.
My sales organization provides feedback about recovery efforts to sales employees for training and/or evaluation purposes. 

Customer Performance (1 = “Much Worse,” 7 = “Much Better”)

Compared to your sales firm’s objectives, how well has your sales firm performed on the following measures during the past 
24 months:

Customer satisfaction
Customer retention
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Financial Performance (1 = “Much Worse,” 7 = “Much Better”)

Compared to your sales firm’s objectives, how well has your sales firm performed on the following measures during the past 
24 months:

Sales volume
Sales growth
Profitability

* Item dropped as a result of measurement scale purification and validation.
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