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Recent developments in information technology and the rapid expansion of social media
have fundamentally transformed consumer behavior and the quality of customer—brand
interactions. Following a service failure, the effectiveness of service recovery has become
increasingly critical, as customers’ reactions in online spaces can significantly influence
brand reputation. Accordingly, this study aims to examine the impact of service recovery
performance on negative electronic word-of-mouth (eWOM) at Asia Insurance Company,
with perceived justice investigated as the mediating mechanism in this relationship. The
statistical population consisted of the firm’s customers active on social media, from whom
384 respondents were surveyed through convenience sampling. In terms of purpose, the
study is applied in nature, and methodologically, it adopts a descriptive—correlational
design. Data were collected using a structured questionnaire comprising standard measures
and analyzed using structural equation modeling (SEM) in AMOS software. The results
supported all four research hypotheses, highlighting the significant direct and indirect
attenuating effects of service recovery performance on negative electronic word-of-mouth.
In the indirect pathway, perceived justice played as a partial mediator.
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Extended Abstract

industries. Customers are no longer passive
recipients of services; instead, they actively
produce, share, and amplify evaluations through
social networking platforms, review websites, and
messaging applications. In this environment,

Introduction

The rapid expansion of information technologies
and social media has fundamentally transformed
the nature of customer communication in service
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negative electronic word of mouth (eWOM) has
become a serious managerial challenge,
particularly in service sectors where customer
experiences are highly visible, highly emotional,
and easily disseminated. Insurance is one such
industry, in which service failures can quickly
damage brand credibility, customer trust, and
organizational reputation.

In the Iranian insurance context, complaint
statistics indicate a continuing rise in customer
dissatisfaction, especially in relation to delayed
compensation payments, lack of transparency in
loss assessment, bureaucratic complexity, and
inappropriate employee behavior. These failures
not only intensify dissatisfaction but also
encourage customers to share negative experiences
online, thereby expanding the reputational
consequences of service failure far beyond the
original complaint. As digital complaints spread
quickly and persist over time, firms face the risk of
a C“ripple effect” in which unresolved
dissatisfaction influences other current and
potential customers.

Against  this  backdrop, service
performance has become a critical strategic
capability. Effective recovery can mitigate
dissatisfaction, restore trust, and even transform a
negative incident into a positive relational
outcome. However, the success of recovery
depends largely on customers’ perceptions of
fairness, commonly conceptualized as perceived
justice. This study focuses on three dimensions of
perceived justice: distributive justice, referring to
fairness of compensation and outcomes; procedural
justice, referring to transparency, speed, and
consistency  of  recovery  processes; and
interactional justice, referring to respect, empathy,
and appropriate interpersonal treatment.

recovery

The present study investigates how service
recovery performance affects negative eWOM in
the insurance industry, with perceived justice
acting as a mediating mechanism. The central
argument is that well-designed recovery actions
reduce negative online communication both
directly and indirectly by strengthening customers’
fairness perceptions. This issue is especially
important in the insurance sector, where
complaints and public dissatisfaction can rapidly

influence market reputation and customer
retention.
Methodology

This study adopts a conceptual-explanatory design
based on the theoretical literature of service
recovery, perceived justice, and negative eWOM.
The research model positions service recovery
performance as the independent variable, negative
electronic word of mouth as the dependent
variable, and perceived justice as the mediating
variable. The model is derived from prior studies
suggesting that customer reactions to service
failure are shaped not only by the recovery
outcome itself, but also by the fairness of the
procedures and interactions experienced during the
recovery process.

From a methodological standpoint, the study is
grounded in a deductive approach. First, the
relevant constructs were identified from the
literature on service recovery and customer
behavior in digital environments. Then, the
relationships among the constructs were translated
into testable hypotheses. Four hypotheses were
formulated: (1) service recovery performance has a
significant negative effect on negative eWOM,; (2)
service recovery performance has a significant
positive effect on perceived justice; (3) perceived
justice has a significant negative effect on negative
eWOM; and (4) service recovery performance
reduces negative eWOM indirectly through
perceived justice.

Conceptually, the study emphasizes that effective
service recovery is not limited to monetary
compensation. Rather, it includes timely response,
clear explanation, empathetic communication,
procedural transparency, and fair treatment. These
dimensions are expected to shape the customer’s
overall assessment of justice, which in turn
influences whether the customer remains silent,
expresses satisfaction, or engages in negative
online advocacy. The framework is particularly
relevant to insurance services, where delays and
ambiguity in claims handling often create
dissatisfaction that may later appear as negative
digital communication.

Although the attached file does not include the
empirical section, the research design implied by
the model is suitable for survey-based analysis
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using customer perceptions of insurance service
recovery experiences. Data could be analyzed
using structural equation modeling to examine
both direct and indirect effects. Such an approach
would allow the researcher to evaluate the
mediating role of perceived justice in the
relationship between service recovery and negative
eWOM.

Results and Discussion

Based on the theoretical foundations presented in
the article, the expected findings indicate that
stronger  service recovery performance s
associated with lower levels of negative electronic
word of mouth. This relationship is logically
supported by the idea that customers who receive
prompt, transparent, respectful, and fair recovery
responses are less likely to express anger or
retaliate through online platforms. In digital
service environments, where dissatisfied customers
can rapidly influence a wide audience, even
modest improvements in service recovery can have
meaningful reputational benefits.

A second expected outcome is that service
recovery performance positively influences
perceived justice. When firms respond quickly and
equitably to complaints, customers are more likely
to judge the process as fair, the outcomes as
acceptable, and the interpersonal treatment as
respectful. These fairness judgments are crucial
because they shape emotional recovery. Customers
who feel heard and treated fairly are less likely to
remain hostile and more likely to revise their
evaluation of the service provider.

The third expected relationship is that perceived
justice reduces negative eWOM. This is consistent
with previous research showing that fairness
perceptions are closely linked to forgiveness,
reduced revenge motivation, and lower willingness
to spread negative opinions online. In the
insurance industry, where claim disputes and
compensation delays are common sources of
complaint, justice perceptions can serve as an
important buffer against escalation into public
criticism.

The mediated relationship is especially important.
The model suggests that service recovery affects
negative eWOM not only directly, but also

indirectly through perceived justice. In other
words, customers do not simply respond to
whether the problem was solved; they also
evaluate how the problem was solved. This
distinction has important managerial implications.
A recovery strategy that offers compensation
without empathy, transparency, or procedural
consistency may fail to prevent digital backlash.
Conversely, a recovery process that is fair in both
outcome and interaction can significantly reduce
the likelihood of negative online publicity.

From a managerial perspective, the study
highlights the need for insurance companies to
redesign  complaint-handling systems around
fairness. Firms should reduce bureaucratic
complexity, respond quickly to claims,
communicate  clearly about compensation
formulas, and train frontline employees in
respectful and empathetic interaction. Because
negative eWOM spreads rapidly and persists
online, preventive recovery is more cost-effective
than reputational repair after digital complaints
have already circulated.

Conclusion

This study shows that service recovery
performance plays a central role in managing
negative electronic word of mouth in the insurance
industry. The conceptual framework presented in
the article suggests that fair, timely, and effective
recovery  actions can  reduce  customer
dissatisfaction and limit the spread of negative
online communication. More importantly, the
findings underscore the mediating importance of
perceived justice. Customers evaluate service
recovery not only by the final outcome, but also by
the fairness of the process and the quality of
interpersonal treatment they receive.

The study contributes to the literature by linking
service recovery, perceived justice, and negative
eWOM in a sector where digital reputation is
highly vulnerable. It also offers practical guidance
for insurance managers seeking to control
complaint escalation and protect brand credibility.
In competitive service markets, especially those
exposed to public online discussion, recovery
strategies must be designed to restore fairness as
well as solve the service failure itself.
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