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Status differences are pervasive in social systems and in customer loyalty programs. We investigate how consumers with varying

levels of status respond to individualized and standardized recovery following a service failure. The findings reveal the moderating

role of status in firm-customer relationships and provide guidance for firms’ service recovery practices.
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EXTENDED ABSTRACT
Service recovery plays a strategic role in today’s competitive 

marketplace. To assure the effectiveness of service recovery, schol-
ars have been debating whether companies should provide recovery 
efforts that are customized for the individual or standardized for the 
group (Austin, McGinn, and Susmilch 1980; Hoffman and Kelley 
2000; Messé and Watts 1983; Smith, Bolton, and Wagner 1999). The 
present research builds upon this stream of work by examining the 
distinction between individualized and group service recovery. 

Prior research thus far has examined the impact of service recov-
ery on firm-customer relationships—but the impact of firm-customer 
relationships on service recovery has received surprisingly little at-
tention. Given the pervasiveness of status difference in human social 
systems and the popularity of stratified customer loyalty programs in 
the service industry (the number of loyalty memberships in the U.S. 
is 2.09 billion and the average U.S. household has enrolled in more 
than 18 customer loyalty programs, Colloquy 2011), customers may 
be expected to hold higher status than others, either inside the buyer-
seller relationship (e.g., elite loyalty members vs. ‘ordinary’ mem-
bers) or outside of it (e.g., socio-economic status). Nonetheless, the 
effects of status on service recovery and firm-customer relationship 
has remained virtually unexplored. The present research examines 
how status—an important and under-investigated factor that may 
play an important role in firm-customer relationships—affects cus-
tomers’ response to a firm’s recovery efforts.

Status refers to the prestige, respect, and admiration an actor en-
joys in the eyes of others (Anderson et al. 2006; Magee and Galinsky 
2008). Status affects people’s perceptions, judgments, and behaviors 
(Berger et al. 1977; Pettit and Sivanathan 2012; Ridgeway and Berg-
er 1986). On the one hand, research on competitive altruism suggests 
that activating status motives will lead people to choose self-sacrifice 
to signal altruism and their ability to bear costs (Griskevicius, Ty-
bur, and Van den Bergh 2010; Roberts 1998; Van Vugt, Roberts, and 
Hardy 2007). Accordingly, high-status (vs. low-status) consumers 
may respond more favorably to group (vs. individualized) recovery 
following a service failure. On the other hand, power is a close corre-
late of status and reflects an individual’s control over resources rela-
tive to others (French and Raven 1959; Magee and Galinsky 2008). 
Previous research shows that states of relatively high power foster 
an agentic orientation, whereas states of relatively low power foster 
a communal orientation (Rucker et al. 2012). Accordingly, this theo-
rizing leads to a competing hypothesis -- high (low) status consum-
ers may (due to power) respond more favorably to individualized 
(group) recovery that reflects this self (other) perspective. 

The present research investigates the following question: how 
does status affect consumer response to service recovery efforts by 
firms? A series of empirical studies investigate how consumers with 
varying levels of status respond to individualized and standardized 
recovery efforts following a service failure. To illustrate:  Study 1 
was a 2 (Recovery: individualized, group) X 2 (Status: elite, regular 
loyalty status) between-subjects design. Participants were asked to 
imagine themselves as a high (low) status member of an airline com-
pany’s loyalty program who had a negative service encounter and 
received individualized (group) recovery as a response to the failure. 
Results indicate that high-status participants were more satisfied with 
the airline company’s group recovery response than with individu-

alized recovery response (Mgroup=5.75, SD=1.08; Mindividualized=4.61, 
SD=1.32; F (1, 77) = 5.28, p < .05, η2=0.05). Satisfaction did not dif-
fer by type of recovery for low status participants (F < 1). Likewise, 
for recovery perceptions, high status participants perceived the group 
recovery more favorably than individualized recovery response 
(Mgroup=3.88, Mindividualized=3.41, F (1, 77) = 3.63, p = .06, η2=0.04). 
Recovery perceptions did not differ for low-status participants (F < 
1). Analyses support mediation of status and recovery effects via re-
covery perceptions.  

Subsequent studies follow up on this preliminary result by ex-
amining: i) how status affects consumer choice of individualized and 
group recovery options; and ii) how status affects fairness and satis-
faction when consumers receive better, equivalent, or worse recovery 
than another customer who differs in status. Evidence thus far sug-
gests that consumer status moderates the impact of service recovery 
on customer satisfaction following a service failure via differential 
fairness concerns. Together, these findings reveal how status plays an 
important role in firm-customer relationships and provide guidance 
for companies’ service recovery practices. 
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