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Consumer penalties such as late fees are common in retail settings and are typically associated with negative consumers’ perceptions

and behaviors towards the provider. This research focuses on potential positive effects of a penalty arising from customer-provider

interaction. We show that perceived flexibility of penalty handling enhances feeling of gratitude and fairness perceptions, which

further promote loyalty, intention to advocate, and future compliance. Previous relationship with the service provider and the reason

for non-compliance (customer’s fault or uncontrollable situation) also influence fairness perceptions. The research provides important

theoretical and managerial implications for administering and managing consumer penalties.

 
 
[to cite]:

Lan Xia and Monika Kukar-Kinney (2011) ,"To Punish Or to Forgive: Examining the Effects of Consumer Penalties on

Perceptions and Behavioral Intentions Towards the Service Provider", in NA - Advances in Consumer Research Volume 38, eds.

Darren W. Dahl, Gita V. Johar, and Stijn M.J. van Osselaer, Duluth, MN : Association for Consumer Research.

 
[url]:

http://www.acrwebsite.org/volumes/15805/volumes/v38/NA-38

 
[copyright notice]:

This work is copyrighted by The Association for Consumer Research. For permission to copy or use this work in whole or in

part, please contact the Copyright Clearance Center at http://www.copyright.com/.

http://www.acrwebsite.org/volumes/15805/volumes/v38/NA-38
http://www.copyright.com/


Advances in Consumer Research (Volume 38) / 793

Trustworthiness. A 2 X 2 X 2 ANOVA on trust yielded significant two-way interaction between flattery type and consumer types in 
support of H2 (F(1, 133) =5.14, p< 0.05) and three-way interaction (F (1, 133)=4.87, p<0.05). Planned contrasts supported H3. Under 
defense-motivation, participants without experience rated higher trust with the use of stealing thunder than the use of flattery alone 
(F=8.48, p<0.01), while under accuracy-motivation, there were no significant effects (F=0.28, p=0.60 (flattery) and F=0.24, p=0.63 
(stealing thunder)). Further, under defense-motivation, higher trust was evidenced with the use of stealing thunder for participants 
without experience than those with experience (F=7.74, p<0.01), while for flattery alone, participants with experience had higher trust 
than participants without experience (F=4.04, p<0.05). 

General Discussion
This research demonstrates that after flattery, consumers with sales experience rated trust higher than consumers with no experience. 

Salesclerks can provide positive feedback to consumers without experience when used in combination with stealing thunder. Defense-
motivation influences the interpretation of these tactics, while accuracy-motivation does not. The present study contributes to the literature 
by: (1) identifying when salesclerks can provide positive feedback and be trusted, (2) demonstrating evidence of the application of FAE 
by salespeople, and (3) demonstrating the impact of motivations.
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To Punish or to Forgive: Examining the Effects of Consumer Penalties on Perceptions and 
Behavioral Intentions towards the Service Provider

Lan Xia, Bentley University, USA
Monika Kukar-Kinney, University of Richmond, USA

Price penalties are imposed on consumers in various industries especially services. For example, retailers charge a restocking fee 
when consumers return unwanted products; airlines charge a cancellation or re-ticketing fee when travelers change their plans; and 
banks charge a late payment fee when consumers fail to pay their credit card bills on time. While service providers claim that penalties 
are imposed to enhance compliance and compensate for the loss when customers fail to comply, consumers may not agree. Research 
showed that the presence of a penalty only slightly enhances compliance (Fram and McCarthy 2000). In contrast, there is a prevalent 
feeling among consumers that service providers abuse their power and perceive the penalties as revenue enhancement rather than 
covering costs (Fram and Callahan 2001). As a result, many penalties are perceived as unfair and consumers develop negative emotions 
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and vengeful feelings. These undesirable perceptions and emotions subsequently lead to behavioral consequences including switching 
service provider and negative word-of-mouth (Fram and McCarthy 2000, Kim and Smith 2005). 

Research on consumer penalties is sparse. The existing research is exploratory in nature and has mostly focused on consumer 
negative perceptions and behavioral intentions. However, research showed that about 50% people challenge the penalties (Fram and 
Callahan 2001). Consequently, not all penalties will result in negative consequences for the consumer, as the provider may decide to lift 
the penalty after the consumer contacts them. The way in which service providers handle the interactions with customers who challenge 
the penalties should significantly influence subsequent consumer behaviors. Service provider’s flexible handling of penalties may have 
a positive influence on customers’ responses (Kim and Smith 2005). Penalties also create opportunities for service providers to interact 
with their customers. Therefore, the long-term effect of the penalty may well depend on these interactions.

In this research, we focus on potential positive effects of a penalty arising from customer-service provider interaction (see Figure 1). 
We propose that consumers perceive flexibility of service provider in handling requests regarding penalties based on various factors arising 
during the interaction (e.g., outcome, whether consumers’ specific situation is considered, the emotional exchanges, etc.). Perception of 
provider’s flexibility will induce feeling of gratitude as well as reduce unfairness perceptions associated with the penalty procedure or 
outcome. Recent research shows that emotions, such as gratitude, play an important role in strong relationship building (Palmatier et al. 
2009). Thus, it is expected that customers who positively resolve the penalty will appreciate provider’s flexibility and will consequently 
develop a stronger relationship with the provider. Therefore, grateful customers will not only stay loyal, but will also serve as an advocate 
for the service provider via generating positive word-of-mouth, and will be more likely to comply with the providers’ requirements in 
the future. In addition, perceived provider’s flexibility will also enhance consumers’ fairness perceptions and hence loyalty intentions. 
We also propose that the effects of customer-service provider interactions are moderated by additional consumer characteristics. Finkel 
(2001) suggested that when misfortune happens (e.g., being penalized), fairness judgment is influenced by assessment of whether the 
person is flawed (e.g., a bad person deserves to get a bad outcome) or at fault (e.g., the person is responsible for the bad outcome). In 
the context of penalties, consumers’ consideration of factors such as whether the penalty is due to their fault and whether they have a 
good record with the provider may influence their feeling of entitlement and expectation of the penalty resolution, and hence the feeling 
of gratitude and fairness judgment. 

To test the above propositions, we conducted an online experiment in the context of late fee for credit card payment (n=290). 
We manipulated customer relationship with the bank (loyal vs. new customer), whether the customer is at fault (controllable vs. 
non-controllable situation), and resolution outcome upon contact (penalty imposed vs. lifted). Participants were provided a scenario 
describing the late fee penalty, reasons for being late, customer relationship with the service provider, and interactions with the provider 
upon contact. Then they responded to a set questions including their emotions, feeling of entitlement, perceived flexibility of the bank, 
perceived fairness of the late fee procedure and outcome, and their future behavioral intentions with respect to the provider (loyalty, 
intention to advocate, and future compliance). 

Results show that participants who get the penalty due to their own fault feel less entitled to have the penalty lifted than those 
who are late due to uncontrollable factors. Loyal customers feel more entitled to have the penalty lifted than new customers. Feeling of 
entitlement reduces fairness perceptions of the penalty procedure. Consumers who perceive the penalty practice and outcome as more fair 
are more likely to stay loyal to the provider. However, entitlement does not reduce feeling of gratitude. On the other hand, we find that 
the perceived provider’s flexibility in handling the penalty (induced by whether the service provider lifted the penalty upon request) has 
an important positive effect on perceived fairness. In addition, outcome resolution influences perceived flexibility which contributes to 
feeling of gratitude. When consumers feel grateful, they not only stay loyal to the provider, but also express greater intention to advocate 
for the provider. Finally, neither fairness nor gratitude has a direct effect on tendency to comply in the future. Loyalty intentions are the 
only driver of increased future compliance. 

In addition to the above study, we are planning new studies to examine both consumer and consumer-provider relationship factors in 
other contexts as well as additional factors influencing perceived flexibility of the service provider in handling penalties such as whether 
they adapt to consumers’ specific background or situation. 

Given the potential tensions, conflicts, and opportunities created by consumer penalties between service providers and their customers, 
it is important to fully understand the effects of these punishments on customers’ evaluations in order to properly administer and manage 
these penalties. We believe our research will provide important theoretical and empirical implications.
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Make a Funny: Humor Production and the Benign Violation Theory
Bridget Leonard, University of Colorado, USA

Caleb Warren, University of Colorado, USA
A. Peter McGraw, University of Colorado, USA

Popular sentiment maintains that if you can make someone laugh, you can make someone buy. Humor attempts are common in 
marketing communications (e.g., commercial interludes, print ads) and entertainment products (e.g., television, web-content). Humorous 
products, such as hit films like The Hangover, can generate hundreds of millions of dollars in revenue (www.the-numbers.com 2010), 
and an estimated 10% to 30% of advertisements attempt to elicit humor (Lee and Lim 2008; Krishnan and Chakravarti 2003; Weinberger 
and Spotts 1989). Consequently, understanding how to create humor is important for both marketers and consumers.

Since Plato, scholars have offered many explanations of what makes things humorous (Morreal 1987; Provine 2000). Some of these 
explanations account for particular types of humor, such as verbal humor (Raskin 1985) or irony (Giora 1995). As discussed below, others 
attempt to account for all types of humor. Although many empirical tests address how well different humor theories explain humor (see 
Martin 2007 for a review), we are unaware of research that examines how understanding a theory of humor improves humor production. 
Knowing how to create humor, however, is far more useful for marketers than simply knowing how to explain it. 

We investigate if learning about a humor theory will facilitate the creation of humor. The three most prevalent general theories of 
humor are superiority theory, incongruity theory, and relief theory (Martin 2007; Raskin 1985; Speck 1991). Incongruity theories suggest 
that humor occurs when one perceives something that does not match their expectations or is inconsistent with their beliefs (Elpers, 
Mukherjee and Hoyer 2004; Suls 1972). Superiority theory suggests that humor requires feeling better than someone else and typically 
requires some form of aggression or disparagement. Relief theory suggests that humor occurs when arousal from repressed drives is 
released (Freud 1928; Spencer 1860). Relief theory, however, has largely fallen out of favor because (1) it proposes mechanisms most 
researchers consider implausible, and (2) its predictions are not supported by empirical evidence (Martin 2007). 

Recently, McGraw and Warren (2010) proposed a general humor theory called the benign violation theory (BVT). The BVT 
suggests that humor occurs when people perceive a violation, or something that threatens their beliefs about how the world ought to 
be, but simultaneously see the violation as benign. We suspect the BVT may facilitate the production of humor relative to other humor 
theories because it suggests a wide array of potentially humorous stimuli. For example, unlike incongruity theory and superiority theory, 
the BVT predicts that the mock aggression in play fighting and tickling will arouse humor in the recipient (Gervais and Wilson 2005; 
Koestler 1964; Matsusaka 2004). Additionally, we suspect that incongruity theory and superiority theory may encourage the production 
of stimuli that are incongruous and disparaging but are distressing because the attempt “goes too far.”

Our study tests which general humor theory best facilitates the production of humor for a print advertisement. We asked 57 marketing 
undergraduates to create a humorous headline for an advertisement for an online thrift store (thriftonline.com) that contained a photo 
of a male and female couple wearing mismatched clothing. Participants were randomly assigned to one of four conditions. In three 
experimental conditions participants were instructed to create a funny headline using a (randomly assigned) description of a humor 
theory: superiority theory, incongruity theory, or the benign violation theory. In the control condition participants were simply instructed 
to create a funny headline. Participants were told that they had ten minutes in which to make their headline as funny as possible for 
an audience of their peers. Afterwards, participants answered manipulation check questions to determine the degree to which they had 
used the theory for the task. 

In a second phase of the study, 26 undergraduate students rated the funniness of each headline on a scale from 1 to 5 with higher 
numbers indicating higher levels of perceived humor. Perceptions of humor were reliably correlated (a=.76) so we averaged the ratings 
of the 26 judges for each headline. Participants who used the BVT created the funniest headlines (M=2.38), followed by participants 
in the control condition (M=2.30), participants who used incongruity theory (M=2.17), and finally, participants who used superiority 
theory (M=2.13). Contrast analysis revealed that participants who used the BVT produced funnier headlines than participants who used 
either superiority theory or incongruity theory (F=3.26, p<.08). The analysis reached standard levels of significance when we controlled 
for the participant’s gender (F=4.3, p<.05).

We examined the degree to which participants used the humor theory that they were assigned. Participants reported using the BVT 
to the same degree, on average, as the other theories (MBVT=4.50, MOthers=4.46). Participants, however, were more likely to report 
using superiority theory than incongruity theory (Msuperiority=5.50, MIncongruity=3.46, t=-3.2, p<.01.). Importantly, the judged use of 
the humor theory helped participants who used the BVT but not participants who used either incongruity theory or superiority theory. 
For participants in the BVT condition, use of the theory had a strong positive correlation with the average funniness rating (r=.70, 
p<0.01). For participants in the other humor theory conditions, however, use of the theory was uncorrelated with average funniness 


