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 Given the increasingly competitive environment characterizing many industries, 

customer service, specifically, post-sales technical support, has evolved as a key source 

of differentiation and profits.  Against this backdrop, firms are looking to cross-sell 

products during customer service provision to generate revenue and transition their 

customer service operations from cost centers to profit centers.  However, in the context 

of customer service, customers are contacting the firm about a product failure and not a 

purchase need, making cross-selling during customer service provision a challenging 

task.  Essays 1 and 2 investigate which factors affect cross-sell outcomes in the customer 

service context.   

 Essay 1 addresses the following questions: Do characteristics of the customer, 

customer service agent, and cross-sell offer influence cross-sell revenues?  Cross-sell 

revenues are defined as the sales generated per customer in the customer service context.  
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Using data on the cross-sell transactions of 6782 customers of a computer systems firm 

who contacted the firm for technical support, Essay 1 demonstrates that for risk-averse 

customers and customers who accept cross-sell goods (versus services) as the cross-sell 

offer, cross-sell revenues increase.  However, when risk-averse customers accept a good 

(versus service) as the cross-sell offer, cross-sell revenues decrease.  Surprisingly, for 

customers who own focal products with high functionality, cross-sell revenues decrease, 

and this effect becomes more negative as the customer service agent’s resolution ability 

increases.   

 Essay 2 investigates cross-selling during customer service in an intercultural 

context and addressees the following question: What influences the likelihood of a cross-

sell purchase during customer service by a customer in country Xs from a customer 

service agent in Country Yj?   Multinational firms offshore their customer service 

operations to a set of low-cost countries to reduce costs and gain access to specialized 

skills.  Customer service agents in these countries provide technical problem resolution 

services to customers in a different set of countries, creating a cultural dyad between 

customers and customer service agents.  Currently, such firms are asking their offshored 

customer service agents to cross-sell during customer service provision.  Using data from 

a computer systems firm of 117,721 customer service encounters during which a cross-

sell product was pitched, of which 3.6% resulted in a purchase, Essay 2 demonstrates 

both positive and negative effects of cultural distance on the likelihood of a customer 

making a cross-sell purchase during customer service.  Specifically, Essay 2 shows that 

cultural distance (1) weakens the negative effect of agent resolution ability, (2) 

strengthens the positive effect of risk aversion, and (3) weakens the positive effect of 
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failure severity on cross-sell purchase likelihood.  I use the findings from both Essays 1 

and 2 to generate implications for managers on how to improve cross-selling outcomes in 

their customer service operations. 
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PART I: RETHINKING REVENUE GENERATION:  
CROSS-SELLING IN THE CUSTOMER SERVICE CONTEXT 

 

I.1: Introduction 

 Manufacturing firms are shifting to offering services and solutions to improve 

their competitive position (Neu and Brown 2005) in an era of increasing global 

competition and commoditization (Vargo and Lusch 2004; Wise and Baumgartner 1999).  

Service strategies in general, and customer service strategies, in particular, can make a 

firm’s total offering (good and service) more unique, difficult to imitate, and valuable to 

customers (Vargo and Lusch 2004).  Hence, most firms now view customer service, 

including the provision of post-sales technical support, as an opportunity to cultivate 

longer-term customer relationships.  Specifically, they seek to transform their customer 

service operations from cost centers to profit centers through cross-selling.  For example, 

in 2006, Hewlett Packard Inc. was able to recover 20% of the cost of its customer service 

operations from revenues generated from cross-selling programs1.  In 2007, Dell Inc. 

spent $350 million on customer service provision and subsidized this cost by generating 

$100 million in cross-sell revenues.2  Apple and Sony have integrated a cross-selling 

function into their customer service operations with the intention to generate profits, 

extend relationships, and add value.3  As part of the recovery effort, firms frequently 

pitch cross-sell offers that are related to customers’ product-related problems.  Therefore, 

                                                 
1 See http://www.zdnetasia.com/news/business/0,39044229,61955503,00.htm accessed on September, 14 
2009 
2 See http://content.dell.com/us/en/corp/about-dell-investor-info.aspx#facets=subtype-sec-report,2007&p=1  
accessed on June 3, 2009).   

 
3 See http://www.focustraining.ie/focus/Main/serv_exc_upselling.htm accessed on April 3, 2009. 
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cross-selling during customer service not only generates revenues but also offers 

solutions to customers’ problems (Challagalla, Venkatesh, and Kohli 2009). 

 However, there is an implicit tension between the firm’s objective to generate 

revenues during customer service and a customer’s potential resistance to buying cross-

sell products from a technical resolution specialist in the context of a product failure.  

Cross-selling during failure recovery might be perceived as unexpected and unwanted 

(Bitner, Booms, and Tetreault 1994) and has the potential to irritate customers and cause 

further dissatisfaction.  Alternatively, for some customers, the failure recovery process 

provides an opportunity for reestablishing an emotional bond with the customer service 

provider (Ringberg, Odekerken-Schröder, and Christensen 2007).  This suggests that, 

under some conditions, cross-sell purchase behaviors may increase during customer 

service provision.  In this paper, we address the following questions: What factors 

influence cross-sell revenues in customer service?  Specifically, do characteristics of the 

customer, customer service agent, and cross-sell offer influence cross-sell revenues?  We 

define cross-sell revenues as the sales generated per customer in the customer service 

context.   

 We provide an illustration of cross-selling during customer service using an 

excerpt from a depth interview with a senior manager at the sample firm of interest: 

“After an agent solves the customer’s problem, he or she has a short window to pitch a 

cross-sell product.  If the customer accepts the product offer, then the agent explains 

various aspects of the cross-sell offer including upgrades, multiple units, other products, 

and prices, all of which affect the amount the customer spends.”  Thus, given that a cross-
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sell offer has been accepted by the customer, cross-sell revenues are the outcome of a 

customer’s decision of how much to buy. 

Insights on the drivers of cross-sell revenues in the customer service context have 

high relevance for managers looking to develop cross-selling programs in their customer 

service operations.  Cross-sell revenues offset customer service costs and can increase 

customer satisfaction.  However, cross-selling during customer service interactions is 

difficult because many customer service centers are staffed with technical experts, with 

little or no training in sales.  For example, a survey of managers of 264 customer service 

centers reported that the greatest challenge in integrating cross-selling into their customer 

service operations was training their customer service agents to sell products (Pedersen 

2007).  Insights on the effects of customer service agent characteristics on cross-sell 

revenues, relationships explored in this paper, have implications for customer service 

center staffing.  In addition, in the past few decades, many leading manufacturing firms 

have added services to their existing product offerings to provide total customer solutions 

(Neu and Brown 2005; Fang, Palmatier, and Steenkamp 2009).  Insights on how cross-

selling in customer service provides benefits to customers and firms alike will be useful 

to firms looking to expand their customer service activities.    

 Insights on cross-selling in the customer service context also contribute to the 

marketing literature by extending the service recovery and cross-selling literatures, which 

we discuss next.  First, when a failure occurs, a firm’s response can either reinforce 

customer relationships (Berry and Parasuraman 1991; Smith, Bolton, and Wagner 1999) 

or exacerbate the negative effects of the failure (Hoffman, Kelley, and Rotalsky 1995).  

Highly effective recovery efforts create a recovery paradox in which satisfaction after the 



 

4 
 

recovery effort is higher than pre-failure levels of satisfaction (McCollough, Berry, and 

Yadav 2000; Smith and Bolton 1998).  However, other studies suggest that post-recovery 

satisfaction levels are not restored despite effective recoveries (Bolton and Drew 1991; 

McCollough, Berry, and Yadav 2002) and poor recoveries exacerbate already low 

customer evaluations following a failure (Bitner, Booms, and Tetreault 1990).  We know 

little about the effects of service recovery efforts, including cross-selling efforts, on 

customer outcomes (e.g., purchase behaviors).  Addressing this gap, we investigate how 

cross-sell revenues are generated during customer service provision following a product 

failure using cross-sell purchase data.   

 Second, past studies have examined cross-selling during sales contexts in 

financial services and retailing industries (e.g., Kamakura, Ramaswami, and Srivastava 

1991; Kumar, George, and Pancras 2008).  These studies indicate that cross-selling 

increases switching costs, customer retention (Srivastava and Shocker 1987), share of 

wallet (Kumar, George, and Pancras 2008), and multi-channel shopping behaviors 

(Kumar and Venkatesan 2005).  Other studies suggest that not all customers who buy 

more products are necessarily profitable (e.g., Shah and Kumar 2008) and it would be 

more effective to cross-sell to high customer lifetime value customers rather than 

extending this approach across all customers (Kumar and Shah 2009).  However, past 

research has not examined cross-selling during customer service provision, a unique 

context in which customers contact the firm concerning a product failure. 

In this paper, we propose a contingent model that relates customer, customer 

service agent, and cross-sell offer characteristics to cross-sell revenues.  In this regard, 

the customer service agent has resolved the failure associated with the customer’s focal 
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product before he or she pitches the cross-sell offer4.  We propose that two customer 

characteristics, risk aversion and product functionality, a customer service agent 

characteristic, agent resolution ability, and a cross-sell offer characteristic, cross-sell 

good versus service, will affect cross-sell revenues.   

 We test the hypotheses using data from cross-sell transactions during customer 

service encounters from a Fortune 500 technology firm in the computer systems industry.  

We have data on the explanatory variables for 6,782 customers who were pitched a cross-

sell product, 498 of whom made a purchase.  We obtain our measures from multiple 

sources including customer service call logs, sales data, and senior managements’ ratings.  

To account for potential sample selection bias, we estimate a model of cross-sell 

revenues, conditional on the cross-sell offer being accepted by the customer.   

 The findings indicate that for risk-averse customers and customers who a accept 

cross-sell good (versus service) as the cross-sell offer, cross-sell revenues increase.  

Surprisingly, for customers who own high functionality focal products, cross-sell 

revenues decrease, and this effect becomes more negative as the customer service agent’s 

resolution ability increases.  When we compare a customer who is risk averse to a 

customer who is not risk averse, the risk averse customer is likely to spend $207 more on 

the cross-sell purchase.  When we compare a customer who owns a product with high 

functionality to a customer who owns a product with low functionality, the customer 

owning the product with high functionality is likely to spend $76 less on the cross-sell 

purchase.  Additional analyses indicate that the findings are robust to alternative model 

specifications and measures. 

                                                 
4 Focal product refers to the product that has incurred the failure for which the customer contacts customer 
service. 
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 The remainder of the paper is organized as follows.  In the next section, we draw 

on existing theory and depth interviews to develop our theoretical framework.  Next, we 

develop hypotheses relating customer, customer service agent, and cross-sell offer 

characteristics to cross-sell revenues.  In subsequent sections, we describe the data and 

results.  We conclude with a discussion of the paper’s contributions to marketing theory 

and managerial practice and identify limitations and opportunities for further research.   

I.2: Theory 
 
 To better understand the research setting and develop the hypotheses, we adopted 

a theories-in-use approach (e.g., Glaser and Strauss 1999).  We observed customer 

service agents on the job, including how they solved customers’ product failures and 

engaged in cross-selling.  We listened in on dozens of customer calls and attended 

brainstorming sessions in the firm’s head office in the U.S. and in its customer service 

operations offices in Panama City, Panama and Bangalore, India.  To identify factors 

influencing cross-sell revenues, we conducted depth interviews (e.g., Kohli and Jaworski 

1990; Tuli, Kohli, and Bharadwaj 2007) with six managers possessing experience in 

overseeing cross-selling programs in their customer service operations, four customer 

service agents engaged in failure recovery and cross-selling, and fifteen customers who 

experienced cross-selling during customer service.  We used a set of questions for the 

interviews (see Appendix A).  The questions were intended to elicit participants’ 

responses in a nondirective manner (McCracken 1988).  Based on the interviews, we 

identified the following themes as relevant to cross-selling revenue outcomes in customer 

service, which we validated using reviews of the related literature. 
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 First, customers’ judgments of the desirability of a cross-sell offer are influenced 

by individual characteristics including their (1) ability to assume risk and, (2) 

expectations arising from product ownership.  We propose that customer risk aversion, 

defined as “a preference for a guaranteed outcome over a probabilistic one having an 

equal expected expenditure” (Qualls and Puto 1989, p. 180), will influence cross-sell 

revenues.  Further, we propose that customers’ current product ownership (e.g., Verhoef, 

Philip, and Hoekstra 2001), which we term as product functionality and define as the 

number of features in the customer’s focal product, will influence cross-sell revenues. 

 Second, characteristics of the customer service agent influence customers’ 

judgments of the service transaction and openness to cross-selling.  The customer service 

encounter entails a dyadic interaction between the customer service agent and the 

customer (Bitner, Booms, and Tetreault 1990) and largely relies on the skills (Singh 

2000) and perceptions of the customer service agent (Bettencourt and Brown 1997; 

Bitner, Booms, and Mohr 1994).  Since customer service agents experience trade-offs 

between goals (Oliva and Sterman 2001; Singh 2000), e.g., failure recovery versus 

selling, we propose that agent resolution ability, defined as the customer service agent’s 

effectiveness in resolving product failures during customer service, will influence cross-

sell revenues.   

 Third, properties of the cross-sell product affect customers’ investments in the 

cross-sell offer.  Specifically, we propose that whether the cross-sell offer accepted by the 

customer is a good or a service, which we term cross-sell good vs. service, will have an 

effect on cross-sell revenues.  Table 1 contains definitions of the various constructs.   

---- Insert Table 1 here ---- 
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 Integrating these ideas, we hypothesize that characteristics of the customer (risk 

aversion and product functionality), customer service agent (agent resolution ability), and 

cross-sell offer (cross-sell good vs. service) will, both independently and jointly, 

influence cross-sell revenues.  Figure 1 contains the conceptual framework.  We first 

develop the hypotheses of the main effects followed by their interaction effects.   

---- Insert Figure 1 here ---- 

Risk Aversion 

Risk aversion refers to “a preference for a guaranteed outcome over a 

probabilistic one having an equal expected value” (Qualls and Puto 1989, p.180).  Risk 

averse individuals perceive greater risk when faced with uncertainty (Heilman, Bowman, 

and Wright 2000), focus more on negative outcomes (Schneider and Lopes 1986), and 

overestimate the probability of losses over gains (Mullen and Roth 1991; Sitkin and 

Pablo 1992).  For example, during the depth-interviews, customer service agents 

highlighted the extent to which customers differ in their aversion to risk, which appeared 

to influence their fears of future product failure.  As one customer service agent noted,  

“Some customers are definitely more worried than others.  These customers 
purchase additional products to guard their existing products against future issues.  
They want peace of mind.  These customers are scared about things happening 
again and believe that purchasing these products will help them achieve a peace 
of mind.”   
 
Accordingly, risk averse customers may be more motivated to prevent future 

losses (i.e., product failures), and may use risk management strategies (Mick and 

Fournier 1998) to achieve this.  One such risk management strategy would be to enhance 

the future performance of their product by investing in a higher value cross-sell.  
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Some studies suggest that for risk averse customers, uncertainty about a cross-sell 

product’s performance may increase perceptions of risk, lowering the cross-sell product’s 

perceived utility (e.g., Kumar, George, and Pancras 2008; Steenkamp, Hofstede, and 

Wedel 1999).  However, we expect that in the customer service context, where product 

failure is very salient, customers may be worried about a future failure and will consider 

protecting their focal product by investing in a cross-sell of higher value.  Therefore, we 

hypothesize: 

H1: The higher the customer risk aversion, the higher the cross-sell revenues in 

the customer service context. 

Product Functionality  

 Following Mukherjee and Hoyer (2001), we define product functionality as the 

number of features in the customer’s focal product.  As product functionality increases, 

naturally, customers’ expectations about the focal product’s performance also increase 

(Thompson, Hamilton, and Rust 2005).  For example, a senior manager we interviewed 

described how customers expect a certain level of resolution quality based on focal 

product ownership as follows, 

"From customers’ viewpoint, there is a difference in the level of service they 
demand, depending on the type of the product they call in about.  Failure rates on 
complex, feature-rich products are high.  However, customers expect these 
systems to have lower failure rates and higher levels of service.  So naturally they 
are upset when they contact us for customer support.  For these customers, the 
tech-support context might not be the right medium to sell.  These customers get 
even more upset when we pitch a cross-sell to them.”  

 
 Developments in the service recovery area suggest that firms should consider 

customers’ perceptions of distributive justice (e.g., Maxham and Netemeyer 2002; Smith, 

Bolton, and Wagner1999; Tax, Brown, and Chandrashekaran 1998), i.e., the extent to 
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which customers feel that they have been treated fairly with respect to the final recovery 

outcome.  Smith et al. (1999) find that higher perceived distributive justice increases 

customer satisfaction.  When customers own products with high functionality, they may 

expect the product to perform well (and not fail) because of their perceptions of the 

product’s superior capabilities.  Accordingly, they may view the cross-sell effort as an 

inappropriate reaction to a failure of a high functionality product and may perceive a 

lower level of distributive justice.  Hence, they will be less willing to purchase an 

upgrade or an additional product category, decreasing cross-sell revenues.  Therefore, we 

hypothesize:  

H2: The higher the functionality of the focal product, the lower the cross-sell 

revenues in the customer service context. 

Agent Resolution Ability 

 We define the customer service agent’s effectiveness in resolving product failures 

during customer service as Agent Resolution Ability.5  Willing and competent frontline 

employees are essential for creating a successful service exchange (Bowen 1990).  

However, competence in one domain may not necessarily imply competence in another 

domain.  Cross-selling during customer service requires technically qualified customer 

service agents to have selling skills, which are outside their resolution-skills domain.  

Because customer service agents experience trade-offs between goals (Oliva and Sterman 

2001; Singh 2000), as firms integrate cross-selling into their customer service operations, 

this may run counter to the goals of customer service agents.  Further, this might disrupt 

job expectations and work practices, causing customer service agents to experience 
                                                 
5 In our context, customers’ service issues are resolved prior to cross-selling so that a customer service 
agent pitches a cross-sell only if a service issue has been successfully resolved.  
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higher stress (Singh 2000), leading to lower performance (Lee and Ashforth 1996), in this 

case, cross-selling performance.  For example, a senior manager described the negative 

effects of requiring customer service agents to cross-sell as follows, 

“Technical support agents are not sales agents.  For the agents, their own 
technical inclination makes them feel that they are good at technical resolution but 
not at sales. Technicians are more tactically-minded whereas salespeople have a 
more strategic mindset, they will try to position a solution in order to entice 
customers to open their wallet.  It is kind of unspoken, but there is a stigma 
against selling in the technical world.  In the hierarchy of things, selling is 
considered to be lower than the technical function so technical agents with who 
are really good at problem resolution do not want to be good at sales.”   

 
 In addition, individuals weight their strengths more heavily than their weaknesses, 

exhibiting a positivity bias (Mezulis et al. 2004).  Subject to a positivity bias, which 

increases with resolution ability, customer service agents may focus more on their 

strengths and perceive the integration of cross-selling into problem resolution negatively, 

decreasing selling effectiveness.  We posit that this may decrease customers’ 

receptiveness to suggestions about upgrades, additional product categories, and additional 

units, decreasing cross-sell revenues. Therefore, we hypothesize: 

H3: The higher the agent resolution ability, the lower the cross-sell revenues in 

the customer service context. 

Cross-sell Good vs. Service  

  In the case of a multi-product firm, customer service agents have the ability to 

pitch either a good or a service as the cross-sell offer.  Differences in the properties of 

goods and services are likely to cause differences in cross-sell revenues.  From 

discussions with managers, we identify tangibility and perishability (Grove, Fisk, and 

John 2003; Zeithaml, Parasuraman, and Berry 1985) as differentiating properties 

pertinent to this context.  For example, a 24/7 customer service offering aimed at 
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resolving software and hardware configuration issues has no physical form and cannot be 

stored, unlike a memory stick which can be visualized.   

 A cross-sell offer comprised of a good (versus service) has greater perceived 

certainty (Voss, Parasuraman, and Grewal 1998), consistency, and longevity (Zeithaml, 

Berry, and Parasuraman 1988) because of its tangible and imperishable qualities, and 

may lead to higher cross-sell revenues.  For example, a customer we interviewed 

purchased a memory stick during a customer service encounter and described her 

decision-making process as follows, 

“When something goes wrong, I want something relatively permanent to install to 
into my system to ensure that the problem doesn’t happen again.  I want my 
money’s worth.” 

 
Alternatively, if a customer decides to accept a service (versus good) as the cross-

sell offer, purchasing additional units of service or an upgrade may lead to perceptions of 

overload because the attributes of a service are more difficult for the customer service 

agent to communicate (Zeithaml, Parasuraman, and Berry 1985) and for the customer to 

visualize.  Therefore, we hypothesize: 

H4: When a good (versus a service) is accepted by the customer as the cross-sell 

offer in the customer service context, cross-sell revenues are higher. 

 We next discuss the interaction effects among customer risk aversion, product 

functionality, agent resolution ability, and cross-sell good vs. service on cross-sell 

revenues. 

Risk Aversion and Product Functionality  

 For risk averse customers, owning a focal product with higher functionality may 

strongly cue a sense of loss aversion (Tversky and Kahneman 1991), because they have 
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more to lose in terms of product capabilities.  In addition, risk averse customers may have 

initially purchased a focal product with higher functionality to address unforeseen 

contingencies (such as those that prompted them to contact customer service).  Hence, 

increasing their investment in the cross-sell may reinforce their original intentions of 

improving their focal product’s capabilities.  Therefore, we hypothesize: 

H5: As the functionality of the focal product increases, the effect of risk aversion 

becomes more positive on cross-sell revenues in the customer service context. 

Risk Aversion and Agent Resolution Ability  

 Perceived risk acts as a stimulus for involvement in decision-making encounters 

(Laurent and Kapferer 1985).  Due to an increase in involvement, risk averse customers 

may be less likely to perceive the failure recovery aspect of the customer service 

encounter as distinct from the cross-selling aspect, viewing the entire process as related to 

failure recovery.  Therefore, for these customers, a customer service agent’s technical 

competence may be perceived as critical not only for failure recovery, but also for cross-

selling.  

 Sirdeshmukh et al. (2002) find that frontline employees’ operational competence 

(e.g., resolution ability) positively influences customers’ trust.  Thus, for risk averse 

customers, who rely more heavily on more trustworthy parties for decision-making 

(Matzler, Grabner, and Bidmon 2008) and view both failure recovery and cross-selling as 

a single process, a customer service agent’s resolution ability may reduce their 

uncertainty (Chaudhuri and Holbrook 2001).  This, in turn, will increase cross-sell 

revenues.  Therefore, we hypothesize: 



 

14 
 

H6: As agent resolution ability increases, the effect of risk aversion becomes 

more positive on cross-sell revenues in the customer service context. 

Product Functionality and Agent Resolution Ability  

 As noted, customers owning a focal product with high functionality possess 

higher expectations not only of their product, but also of the technical support and cross-

selling efforts associated with their product (Ringberg, Odekerken-Schröder, and 

Christensen 2007).  These customers will expect customer service agents to provide 

superior service quality.  Given that customer service agents higher in resolution ability 

may experience role stress (Singh 2000), detachment (Schabracq and Cooper 1998), and 

positivity biases (Mezulis et. al 2004) when undertaking cross-selling activities, they may 

be less capable of handling customers with elevated expectations.  Further, customer 

service agents with higher resolution ability may be less able to deal with customers’ 

reduced feelings of distributive justice, as discussed earlier, and may handle the selling 

process even less effectively, further decreasing perceptions of justice (Smith, Bolton, 

and Wagner 1999).  Therefore, we hypothesize: 

H7: As agent resolution ability increases, the effect of product functionality 

becomes more negative on cross-sell revenues in the customer service context. 

Risk Aversion and Cross-sell Good vs. Service 

 In order to prevent uncertainty associated with future product failures, risk averse 

customers are likely to purchase cross-sell products to improve focal product 

performance.  When faced with a cross-sell offer, risk averse customers who are pitched a 

good as the cross-sell offer will perceive its ability to prevent failures differently than if 

pitched a cross-sell service.  Specifically, cross-sell goods offer greater certainty and 
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uniformity (Zeithaml, Berry, and Parasuraman 1988), attributes which are likely to appeal 

to risk averse customers.  In addition, risk averse customers can reduce perceived 

uncertainty by undertaking additional information searches (Moore and Lehmann 1980), 

which requires less effort for physical goods than for intangible services (Iyengar, Ansari, 

and Gupta 2007).  Hence, a cross-sell good (versus service) reduces the perceived risk of 

the cross-sell product and allows the risk averse customer to focus on preventing future 

failures through increased purchase behaviors.  Therefore, we hypothesize: 

H8: When a good (versus service) is accepted by the customer as the cross-sell 

offer, the effect of customer risk aversion becomes more positive on cross-sell 

revenues in the customer service context. 

Product Functionality and Cross-sell Good vs. Service 

 Services are less amenable to output control and relevant cues are often unclear 

(Voss, Parasuraman, and Grewal 1998).  This suggests that the uncertainty surrounding 

cross-sell services may further decrease customers’ perceptions of distributive justice 

with regard to higher functionality products.  Furthermore, for effective problem 

resolution, customers and customer service agents must both participate in the co-

production of customer service (Bendapudi and Leone 2003).  Therefore, a customer 

owning a focal product with higher functionality may anticipate greater effort associated 

with co-producing cross-sell services (versus goods) and might limit his or her 

investment in the cross-sell offer.   

 Alternatively, when a customer owning a product with higher functionality 

accepts a good (versus service) as the cross-sell offer, his or her reduced perceptions of 
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distributive justice may be offset, to some extent, by the tangibility and non-perishability 

of the good, increasing cross-sell revenues.  Therefore, we hypothesize, 

H9: When a good (versus service) is accepted by the customer as the cross-sell 

offer, the effect of product functionality becomes less negative on cross-sell 

revenues in the customer service context. 

Agent Resolution Ability and Cross-sell Good vs. Service 

 Resource exchange theory (Brinberg, Castell, and Wood 1983) and mental 

accounting theory (Thaler 1985) predict that customers will place greater value on 

exchanges involving similar resources than those involving dissimilar resources.  

Extending these ideas, we suggest that customers will invest in cross-sell offers that are 

congruent with the context of their environment, in this case, failure recovery service 

provision.   

 A cross-sell service (e.g., warranty, onsite service repair) may be well-aligned in 

terms of its characteristics with the customer service agent’s core competency as a failure 

recovery service provider.  A customer who has received failure recovery services from a 

customer service agent with high resolution ability would have experienced a sampling of 

higher quality service and henceforth would anticipate the same level of service for future 

encounters.  Therefore, he or she might be willing to invest in additional cross-sell 

services.  In addition, a customer service agent high in resolution ability might be more 

effective at selling services (versus goods) due to familiarity with the product category.   

 Conversely, a cross-sell good (e.g., memory, ink) may be misaligned in terms of 

its characteristics with the customer service agent’s core competency as a failure recovery 

service provider.  Therefore, we hypothesize: 
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H10: When a good (versus service) is accepted by the customer as the cross-sell 

offer, the effect of agent resolution ability becomes more negative on cross-sell 

revenues in the customer service context. 

I.3: Method 

Study Context 

 We collected data from a Fortune 500 technology firm in the computer systems 

industry, whose products include desktop computer systems, storage, servers and 

networking products, mobility products, software, peripherals, and enhanced services.  

The firm’s customer service operation provides after-sales technical support through a 

global network of call centers.    

Data 

 We used data on cross-selling from technical support sales transactions over a 

three-month period in 2007 from a single location in the firm’s network.  We combined 

information from four sources to compile our final data set: (1) a master file describing 

the characteristics of each customer account, (2) customer service data, (3) management 

ratings and, (4) sales data from the cross-sell.  The final data set with all explanatory 

variables included 6782 customers who were pitched a cross-sell offer, 498 of whom 

made a purchase.   

Measures 

 Dependent Variable.  The dependent variable is cross-sell revenues per customer.   

We identified 6782 customers who had been pitched a cross-sell offer.  Of those 

customers, 498 accepted the cross-sell offer and generated cross-sell revenues.  We 

measured cross-sell revenues by the dollar value of the cross-sell transaction.     
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 Independent Variables.  We measured customer risk aversion by the number of 

years of warranty purchased by customers along with their focal product.  Warranties 

have been used to measure risk aversion in other studies (e.g., Padmanabhan 1995), as 

they provide insurance against uncertain repair costs.  More risk-averse individuals 

purchase greater warranty coverage than less risk-averse individuals (Soberman 2003).  

The warranties ranged from 0 to 5 years.   

 We used executives’ rankings of product models to measure product 

functionality.  We used a four point scale to measure product functionality (1 = lowest, 4 

= highest).   

 We used a measure constructed by our sample firm for Agent Resolution Ability.  

Specifically, they provided us with a ranking of their customer service agents’ resolution 

performance, which is a composite of a customer service agent’s technical resolution rate, 

average time taken to resolve customer service issues, dispatch rate for sending spare 

parts to customers, and volume of contact with customers.  We used the ranking of 179 

customer service agents as our measure of agent resolution ability (1 = lowest agent 

resolution ability, 179 = highest resolution ability) 

 We measured cross-sell good vs. service using a dichotomous scale (0 = service, 1 

= good).  

Covariates 

 We included in the model two covariates that capture the effects of focal product 

ownership on cross-sell outcomes (Kamakura, Ramaswami, and Srivastava 1991; Knott, 

Hayes, and Neslin 2002).  First, we computed the product age of the focal product by 

subtracting the date of purchase from the date of customer service contact.  Second, we 



 

19 
 

included the product price of the focal product using its gross margin in dollars to assess 

customer perceptions of product-line equity and price sensitivity. 

 We included failure severity (Smith, Bolton, and Wagner 1999; Maxham and 

Netemeyer 2002), a contextual variable that measures the severity of the product failure 

and is likely to affect a customer’s response to a cross sell pitch (Ngobo 2004; 

Parasuraman 1998).  At the sample firm, customers are profiled based on their focal 

product’s failure upon contacting customer service.  We provided a list of product 

failures available from the data to four experienced customer service agents and asked 

them to rate the severity of the failures on a seven point scale (1 = failure is trivial and is 

easily fixable, 7 = failure is severe and is not easily fixable).     

 Finally, we incorporated cross-sell related to failure as a dummy variable to 

represent whether the cross-sell product was related to the failure for which the customer 

contacted customer service (0 = unrelated to failure, 1 = related to failure). 

I.4: Model Specification and Estimation 
 
 We use the Heckman (1979) two-step modeling approach to control for 

differences between customers who purchase a cross-sell offer and those who do not, as 

failure to control for these differences may lead to biased parameter estimates.  In the first 

step, we estimate a Probit model to estimate the likelihood of a customer accepting the 

cross-sell offer.  We theorize that the theoretical drivers affecting the decision to accept a 

cross-sell offer are similar to those driving cross-sell revenues, and therefore include 

most terms, including interaction terms, in the Probit model for completeness.  We 

compute the Mills Inverse ratio (Mills lambda) using the estimates from the first-stage 
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Probit model and include it as a variable in Equation 2 to account for these systematic 

differences.   

 Regression Model.  In the second step of the Heckman procedure, we include the 

main effects of customer risk aversion, product functionality, agent resolution ability, 

cross-sell good vs. service, and their corresponding interactions.  We also include product 

age, product price, failure severity, and cross-sell related to failure as well as the Mills 

lambda parameter.  Given customer i serviced by customer service agent j, we estimate 

the following model: 
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I.5: Results 

Descriptive Statistics 

 We examined the correlations between the explanatory variables and found them 

to be within acceptable limits (the highest correlation is -.269 between cross-sell good vs. 
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service and cross-sell related to failure), suggesting that multicollinearity may not be a 

problem in the data set.  Table 2 contains the descriptive statistics and correlation matrix 

of the measures.  

---- Insert Table 2 here ---- 

 Customers accepted the cross-sell offer 7.3 % of the time.  The average risk 

aversion of a customer was 2.383 (scale 0-5), the average product functionality was 2.519 

(scale 1-4), and the average agent resolution ability was 76.477 (range 1-175).  The 

average value of cross-sell revenues was $97.894.  The average price of a cross-sell good 

was $61.866 and average price of a cross-sell service was $61.882, demonstrating that 

there was no significant difference between the list prices of cross-sell goods and cross-

sell services.  Each customer purchased an average of 1.494 cross-sell offer categories 

and 1.467 and cross-sell product units.  For 87% of the customer service issues, the cross-

sell offer was related to product failure.   

Estimation Results 

 Column 1 of Table 3 contains the results pertaining to the cross-sell revenues 

model.  The Wald statistic suggests that the models fit the data well (Wald Chi-square, 

degrees of freedom (19) = 677.72, p<.01).   

---- Insert Table 3 here ---- 

 We first present the results of the Probit estimation where the dependent variable 

is the likelihood that a customer will accept a cross-sell offer.  Product age increases, (b = 

.001, p<.05) and product price, (b = -.005, p<.01) decreases the likelihood of cross-sell 

acceptance.  Failure severity, (b = .019, p<.10) and cross-sell related to failure, (b = .315, 

p<.05) increase the likelihood of cross-sell acceptance.  Customer risk aversion increases 
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the likelihood of acceptance, (b = .321, p<.01) while product functionality, (b = -1.334, 

p<.01) and agent resolution ability, (b = -.007, p<.05) decrease this likelihood.  The 

interaction effect of customer risk version and product functionality, (b = .331, p<.10) 

increases the likelihood of acceptance.  Customer risk aversion and agent resolution 

ability, (b = .000, non-significant (ns)) do not have a joint effect on likelihood of 

acceptance.  Product functionality and agent resolution ability, (b = -.010, p<.05) increase 

the likelihood of cross-sell acceptance.   

 We next present the results of the cross-sell revenue model, the focus of this 

paper.  We begin with the results of the covariates.  Both product age, (b = .027, p<.01) 

and product price, (b = .733, p<.01) increase cross-sell revenues.  Neither failure severity, 

(b = 2.233, ns) nor cross-sell related to failure, (b = 1.884, ns) affect cross-sell revenues.  

In addition, the Mills lambda coefficient, (b = 68.313, p <.10) is marginally significant, 

validating the use of the Heckman two-step estimation procedure. 

 We now present the results for the hypothesized effects.  We discuss the 

implications of these results subsequently. The results support the positive effect 

customer risk aversion, H1, (b = 15.268, p<.01) on cross-sell revenues, suggesting that 

risk averse (versus less risk averse) customers spend more on the cross-sell offer.  The 

negative effect of product functionality, H2, (b = -125.922, p<.01) is supported, implying 

that customers owning high functionality (versus low functionality) products spend less 

on the cross-sell offer.  The results do not support the main effect of agent resolution 

ability, H3, (b = .096, ns) on cross-sell revenues.  The main effect of cross-sell good vs. 

service, H4, (b = 21.573, p<.01) is supported, suggesting that when a good (versus 
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service) is accepted as the cross-sell offer, the total amount spent on the cross-sell offer 

increases.   

 The results support the positive interaction effect of customer risk version and 

product functionality, H5, (b = 17.719, p<.05) on cross-sell revenues, suggesting that risk 

averse customers will invest more in a cross-sell offer when they own a high functionality 

product.  The results do not support the positive interaction effect of customer risk 

aversion and agent resolution ability, H6, (b = .050, ns) on cross-sell revenues.  The 

results support the negative interaction effect of product functionality and agent 

resolution ability, H7, (b = -.486, p<.05) on cross-sell revenues, implying that customer 

service agents with higher resolution ability are better off cross-selling to customers 

owning products with lower functionality.  The results do not support the positive 

interaction effect of cross-sell good vs. service with customer risk aversion, H8, (b = -

7.085, p<.05); however, the result is significant and negative.  This suggests that risk 

averse customers invest more in a cross-sell offer when they are pitched a service (versus 

a good).  The results support the positive interaction effect of cross-sell good vs. service 

with product functionality, H9, (b = 35.480, p<.05), suggesting that customers owning 

high functionality products invest more in a cross-sell offer when pitched a good (versus 

service).  Finally, the negative interaction effect of cross-sell good vs. service and agent 

resolution ability, H10, (b = -.486, p<.05) is supported, implying that customer service 

agents with higher resolution ability are better suited to sell services (versus goods) to 

increase cross-sell revenues.  In sum, the pattern of results supports most of the 

hypotheses.  

Additional Analyses 
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 We next report on additional analyses that examine the robustness of the results.  

 Model Comparisons.  First, we compared the hypothesized model to a model with 

only the main effects of customer risk aversion, product functionality, agent resolution 

ability, cross-sell good vs. service, and the covariates.  A Chi-square test of the difference 

in log-likelihoods between this baseline model and the hypothesized model suggests that 

the hypothesized model outperforms this model (p<.05).  Second, we compared the 

hypothesized model to one with only covariates.  Again, the hypothesized model 

outperformed this model (p<.01).  We report the results of the two alternative models in 

Columns 2 and 3, testifying to the robustness of the model specification.  Thus, the 

hypothesized model explains cross-sell revenues better than models with either only main 

effects and covariates or just the covariates alone.  As might be expected, the parameter 

estimates vary across the three models.   

 Sampling Variations.  To check the predictive validity of our specification, we 

randomly picked three-fourths of our sample as the estimation sample and the remaining 

one-fourth as the holdout sample.  Using estimates from the estimation sample, we 

calculated the predicted cross-sell revenues for each customer in the holdout sample.  We 

then compared this with the observed response to determine whether the model predicted 

correctly.  The holdout model predicts mean cross-sell revenues of $93.972, and the 

observed mean cross-sell revenues are $97.894.  These similar revenue values provide 

reassurance about the predictive validity of our model. 

 In addition, we used a bootstrapping technique to assess robustness (Cooil, Winer, 

and Rados 1987).  We drew a sample with replacement 500 times and estimated the 

model on each sample.  The differences in standard errors between our model and 
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bootstrapping did not result in any significant changes in the reported values, suggesting 

that all substantive results hold. 

 Cross-selling and Customer Satisfaction.  An interesting question that arises is 

whether cross-selling in customer service irritates customers given the context of product 

failure, thereby decreasing customer satisfaction?  Using survey data, we examine this 

question by comparing the customer satisfaction ratings of customers who were pitched a 

cross-sell offer but decided to not make a purchase to those who made a cross-sell 

purchase.  After failures are resolved at the sample firm, surveys are mailed to a random 

sample of customers asking them to evaluate their overall satisfaction with the customer 

service encounter on a scale from 1 to 9 (1 = extremely dissatisfied, 9 = extremely 

satisfied).  During the sample time frame, the firm received a 6% response rate (n = 437), 

and we used this sub-sample for our comparison.  The results do not indicate a significant 

difference in customer satisfaction between customers who were pitched a cross-sell and 

did not accept the offer and those who were pitched a cross-sell and accepted the offer 

(mean satisfaction scores were 6.987 and 7.106, respectively, t-statistic = .689, ns).   

 Agent Resolution Ability and Customer Satisfaction.  As the agent resolution 

ability of the customer service agent increases, the customer service agent may resolve 

the issue more efficiently, increasing both customer satisfaction and cross-sell revenues.  

We investigate this issue by examining whether agent resolution ability influences 

customer satisfaction.  Specifically, we regressed customer satisfaction on agent 

resolution ability and do not find a significant positive effect of agent resolution ability 

on customer satisfaction (b = -.001, ns).    

I.6: Discussion 
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“The business model for the successful implementation of an up/cross-sell 
program must focus on a paradigm shift from cost center status to profit center 
status via the expenditure of incremental sales. To implement such a paradigm 
shift, call center leaders are advised to execute a formalized “culture campaign” to 
shift the department’s focus from strictly service to an emphasis on both service 
and sales.”6 
 

 Firms are increasingly cross-selling goods and services when providing customer 

service, e.g., post-sales technical support, with the objective to generate additional profits 

and lengthen customer relationships.  Yet, there are few insights on this topic in the 

literature.  In this paper, we examine how customer, customer service agent, and cross-

sell offer characteristics directly and jointly affect customers’ cross-sell revenues in the 

customer service context.  Cross-sell revenues are defined as the sales generated per 

customer in the customer service context.  We conclude with a discussion of the paper’s 

theoretical contributions, managerial implications, and limitations and opportunities for 

future research. 

Theoretical Contributions 

 The results indicate that a customer’s decision to increase the amount spent on a 

cross-sell purchase in the customer service context is a complex process, contingent upon 

several characteristics in the failure recovery and sales process.  They include, but are not 

limited to: two customer characteristics (risk aversion and product functionality), a 

customer service agent characteristic (agent resolution ability), and a cross-sell offer 

characteristic (cross-sell good vs. service).   

 In this paper, we examine the drivers of cross-selling outside the financial 

services and retailing contexts, the focus of past research (e.g., Kamakura, Ramaswami, 

and Srivastava 1991; Kumar, George, and Pancras 2008; Li, Sun, and Wilcox 2005).  

                                                 
6 See http://www.crm2day.com/content/t6_librarynews_1.php?id=50117 accessed on November 8, 2008. 
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Against the backdrop of customer service, we focus on the antecedents of cross-sell 

revenues, examining factors pertinent to a unique context characterized by product 

failure, customer frustration (Larson 1989), and dual provision of failure recovery 

services and sales.   

 Past research in the service recovery area shows that recovery efforts can increase 

(McCollough, Berry, and Yadav 2000; Smith and Bolton 1998) or decrease (Bitner, 

Booms, and Tetreault 1990) customer satisfaction.  However, to the best of our 

knowledge, past research has not examined the effects of recovery efforts, including 

cross-selling efforts, on other outcomes, including purchase behavior.  Addressing this 

gap, we demonstrate that failure and recovery characteristics including agent resolution 

ability and customer risk aversion influence cross-sell purchase behavior.  We find that 

customer service agents proficient in failure recovery (i.e., those with high agent 

resolution ability) are less successful at increasing cross-sell revenues when dealing with 

customers owning high functionality products or when trying to sell goods (versus 

services).  Further, we find that risk averse customers engage in consumption behavior in 

the customer service context to protect their exiting investment, thereby increasing cross-

sell revenues. 

 Evidence of the benefits of cross-selling to firms abounds (e.g., Kamakura, 

Ramaswami, and Srivastava 1991; Kumar, George, and Pancras 2008; Kumar and 

Venkatesan 2005; Srivastava and Shocker 1987).  We contribute to the cross-selling 

literature by investigating a context in which a customer’s motivation to interact with the 

firm is different from that of the firm’s.  We illustrate how customers’ disconfirmed 
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expectations resulting from a failure of a high functionality focal product decrease cross-

sell revenues. 

 Our additional analysis demonstrates that as the resolution ability of the agent 

increases, customer satisfaction does not change.  This result dismisses the alternate 

hypothesis that increasing agent resolution ability leads to higher customer satisfaction, 

thereby increasing cross-sell revenues.  We were unable to test the effects of customer 

satisfaction on cross-sell revenues because customer satisfaction data was gathered by the 

sample firm after the service encounter occurred, i.e., after cross-selling had occurred.  

Future research measuring customer satisfaction prior to the cross-sell pitch (i.e., after the 

failure recovery aspect of the encounter) would be useful. 

Contributions to Marketing Practice 

 As firms transition their customer service operations from cost centers to profit 

centers, effective management of customer service operations is imperative.  Therefore, 

insights on the effects of customer, customer service agent, and cross-sell offer 

characteristics on revenue generation will be useful to managers looking to develop their 

cross-selling programs.     

 We begin this section with an illustration of the monetary impact of the customer 

characteristics examined in this paper on cross-sell revenues. 7  Specifically, we present 

the results of an analysis which demonstrates the dollar change in cross-sell revenues 

arising from a unit change in risk aversion and product functionality (Table 4). 

---- Insert Table 4 here ---- 

                                                 
7 Similar analyses were performed for the remaining independent variables on cross-sell revenues and are 
available from the authors upon request.   
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 Risk Aversion.  When we compare CustomerRA0, who has the lowest risk aversion 

(level 0 on a scale from 0-5) to CustomerRA1, who is slightly more risk averse (level 1), 

CustomerRA1 will spend $29 more on the cross-sell offer than CustomerRA0.  As Table 4A 

illustrates, customers with low risk aversion (level 1) belong to the second largest 

customer segment and total cross-sell revenues for this segment are $116, 448 greater 

than that of customers with the lowest risk aversion.  When we compare CustomerRA4, 

who has moderate to high risk aversion (level 4) to Customer RA1, (level 1),  CustomerRA4 

will spend $134 more on the cross-sell offer than Customer RA1 and the total revenue 

potential for customers with moderate to high risk aversion is $332,416 greater than the 

revenue potential of customers with low risk aversion.   

 Product Functionality.  When we compare CustomerPF1, who owns a focal 

product with the lowest functionality (level 1 on a scale from 1-4) to CustomerPF2, who 

owns a focal product with low-moderate functionality (level 2), CustomerPF1 will spend 

$25 more on the cross-sell offer than CustomerPF2.  As Table 4B illustrates, customers 

owning focal products with the lowest and low-moderate product functionality (levels 1 

and 2) comprise the majority of our sample.  The combined cross-sell revenue potential 

of these customers is $572,259 greater than the revenue potential of customers who own 

focal products with moderate-high and the highest levels of functionality (levels 3 and 4).   

  Risk Aversion and Product Functionality.  When we compare CustomerRA0xPF1, 

who has the lowest risk aversion (level 0) and owns a focal product with the lowest 

functionality (level 1) to CustomerRA5xPF4, who has the highest risk aversion (level 5) and 

owns a focal product with the highest functionality (level 4), Customer RA5xPF4 will spend 

$32 more on the cross-sell offer than Customer RA0xPF1.  However, given that Customer 
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RA0xPF1 belongs to a larger customer segment than Customer RA5xPF4, the total revenue 

potential of customers with the lowest risk aversion and product functionality is higher.   

Based on these findings, we suggest that managers segment their customers based 

on risk aversion (e.g., identifiable by their warranty duration) and product functionality 

(e.g., identifiable by purchase history data).  Once segmented, managers should consider 

routing risk averse customers to a designated queue which includes both failure recovery 

and cross-selling, and routing the remaining customers to a queue focusing solely on 

failure recovery.  Interestingly, we find that lower-end product models appear to 

represent promising opportunities for cross-selling during customer service.  Managers 

should consider focusing on customers who own products with lower functionality and 

expend cross-selling resources on these customers.  Alternatively, managers can benefit 

from targeting customers who own high functionality products if these customers are risk 

averse.   

 The findings also generate some implications for identifying cross-sell products 

for sales efforts.  Having resolved customer service issues for customers who own focal 

products with higher functionality, customer service agents should pitch a good (versus 

service) as the cross-sell offer to increase cross-sell revenues.  We find that customer 

service agents with higher resolution ability are better suited to sell services (versus 

goods) whereas customer service agents with lower resolution ability appear to be better 

suited to sell goods.  In addition, firms should consider targeting risk averse customers 

with cross-sell services (versus goods) to increase cross-sell revenues.  

Although we hypothesized that risk aversion and agent resolution ability would 

jointly increase cross-sell revenues, their interaction was non-significant.  This suggests 



 

31 
 

that as agent resolution ability increases, customers’ uncertainty about future product 

failures might not influence their evaluations of the customer service agent’s ability as a 

salesperson.  Future research examining the psychological factors underlying the 

interaction between risk averse customers and customer service agents would be useful.   

 The findings on customer satisfaction offer insights for firms looking to cross-sell 

during customer service.  Our results indicate that there is no significant difference in 

customer satisfaction between customers who were pitched a cross-sell and did not make 

a purchase and those who made a purchase.  This seems to suggest that firms can pitch a 

cross-sell in the customer service context with an associated probability of making a sale 

without negatively affecting customer satisfaction.   

Limitations and Future Research 

 In this study, we examine cross-selling in the customer service context at a single 

manufacturing firm.  To extend the findings from this study, further research could 

examine cross-selling in the customer service context using a multi-firm and multi-

industry approach to model both firm and industry differences.   

 We examine product functionality and risk aversion as customer characteristics 

pertinent to the context of product failure and customer service.  Further research 

exploring other customer characteristics such as demographics, purchase history, and 

exchange characteristics would be insightful.   

 In this paper, we chose to focus on a part of a larger framework of cross-selling in 

the customer service context.  The overall decision-making schema that culminates in a 

cross-sell consists of a multi-party and multi-level self selection model, one that is too 

complex for a first-look at this phenomenon.  Hence, we acknowledge that we do not 
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account for selection bias in the customer service agent’s decision to pitch a cross-sell 

and how customer service agent characteristics influence this decision.  Future research 

that explores precursor decisions and possible self-selection biases would be useful to 

extend our framework. 

 We measured cross-sell good vs. service as a cross-sell offer characteristic for the 

second half of our conceptual model and gathered information on the variable from 

customer logs from sales data.  Incorporating similar information on the nature of the 

cross-sell pitched to the customer in the first half of the model (which we are unable to 

do) emerges as a useful extension for future research.   

 In sum, we believe that this study represents a useful step in exploring customer, 

customer service agent, and cross-sell offer characteristics on cross-sell revenues.  We 

hope that this paper stimulates further work exploring cross-selling in customer service. 
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PART II: AN INTERCULTURAL STUDY OF THE EFFECTS OF OFFSHORING 
ON CROSS-SELLING DURING CUSTOMER SERVICE 

 
 

II.1: Introduction 
 
 Offshoring, outsourcing business processes to locations outside of a firm’s 

country of origin, is a fast-growing aspect of the world economy, doubling from $3.7 

trillion in 2001 to almost $7.5 trillion by the end of 2006 (Arora et al. 2006).  

Multinational firms offshore their customer service operations to reduce costs (Quinn 

1997), leverage highly skilled labor, and acquire high levels of service maturity 

(McDougall 2005).  Offshored customer service agents in multiple countries provide 

customer service to customers in a different set of countries, resulting in cultural distance 

between customers and customer service agents.  It is reasonable to expect that the 

success of offshoring is contingent upon the role that cultural distance plays in the 

customer service encounter.  Cultural distance is defined as the degree to which the 

cultural norms in the customer’s country are different from those in the customer service 

agent’s country (adapted from Bolton and Myers 2003).   

 At the same time, multinational firms are looking to transform their offshored 

customer service operations into profit-making centers by cross-selling goods and 

services to customers.  The well-established benefits of cross-selling (e.g., Kamakura, 

Ramaswami, and Srivastava 1991; Kumar, George, and Pancras 2008; Shah and Kumar 

2008) include increasing customer switching costs and customer retention (Srivastava 

and Shocker 1987), revenues and share of wallet (Kumar, George, and Pancras 2008), 

and multi-channel shopping behavior (Kumar and Venkatesan 2005).  Indeed, as part of 

the recovery effort, firms frequently cross-sell products that are related to customers’ 
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product failures.  Therefore, cross-selling during customer service not only generates 

revenues but also offers solutions to customers’ problems (Challagalla, Venkatesh, and 

Kohli 2009). 

Customers might resist cross-selling efforts from offshored customer service 

agents when seeking failure recovery services, making cross-selling during customer 

service in an intercultural context a challenging task.  Customers contact the firm about a 

product failure, and not a purchase need, and are likely to be frustrated and dissatisfied 

with the firm (Larson 1989).  Further, customers are required to interact with customer 

service agents from different cultural backgrounds creating concerns for firms and 

customers alike.  For example, firms are growing conscious of the need to protect their 

reputation and brand image (Reilly 1997; Swartz 2004a, b) and manage service 

employees’ biases against certain countries and geographical locations (Tate, Ellram, and 

Brown 2009).  In addition, customers are growing increasingly dissatisfied with 

culturally distant service provision because of communication inefficiencies (Compass 

2007), lower service standards (Data-Monitor 2004), and privacy concerns (The 

Economist 2001), apart from growing nationalistic tendencies.   

There is some evidence that cultural distance exerts greater influence on 

customers’ evaluations of services than of tangible goods (Bolton and Myers 2003; 

Mattila 1999), highlighting the importance of examining the effects of cultural distance 

on outcomes of cross-selling during offshored customer service.  Specifically, 

intercultural differences influence both customers’ service expectations (Donthu and Yoo 

1998) and customer service agents’ service delivery behavior (Penaloza and Gilly 1999), 
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resulting in an impact on cross-selling.  To clarify this point, we provide an illustration of 

intercultural cross-selling during customer service.    

 Imagine that a customer in the United States (or Austria or Germany) experiences 

a product failure and contacts customer service.  She is routed to a customer service agent 

in India (or Morocco or Tunisia), who resolves the product failure, and then pitches a 

cross-sell offer.  The probability of the customer accepting the cross-sell offer is likely to 

depend on, among other things, the cultural distance between the herself, as an American 

(or Austrian or German), and the customer service agent, who is Indian (or Moroccan or 

Tunisian).  Hence, we examine the following question: What influences the likelihood of 

a cross-sell purchase during customer service by a customer in country Xs from a 

customer service agent in Country Yj?   

 This research contributes to the cross-cultural and service recovery literatures.  

Past research has examined how culture affects attribute levels of products (Leclerc, 

Schmitt, and Dube 1994), marketing program efficiencies (Tse, Vetinsky, and Wehrung 

1988), product meaning (Johnson and Tellis 2008), and service price elasticities (Bolton 

and Myers 2003).  Cultural differences between customers in different countries have 

been shown to cause differential sensitivities to service failures and satisfaction with the 

recovery process (Mattila and Patterson 2004).  To the best of our knowledge, past 

research has not examined the cultural dyad between customers and service employees 

and the effects of cultural distance on actual purchase behavior.  Addressing this gap, we 

take into account cultural characteristics of both customers and customer service agents 

to examine the effects of failure and recovery characteristics on cross-sell purchase 

likelihood.   
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 Insights from this research will also be of interest to managers looking to manage 

cross selling in their offshored customer service operations.  As previously mentioned, 

offshoring allows firms to reduce costs and gain access to unique resources, but also has 

the potential to irritate customers.  Insights from this paper will help managers assess the 

desirability of specific offshore sites and modify factors within a given site.  We make 

recommendations on staffing, offshoring locations, and customer routing.   

 We are primarily interested in how the effects of intercultural differences (i.e., 

cultural distance) between customers and customer service agents on cross-sell purchase 

likelihood vary across customers and customer service encounters.  In this regard, we 

note that the customer service agent has resolved the customer’s product failure before 

pitching a cross-sell offer.  We propose a model that examines if and how cultural 

distance moderates the effects of agent resolution ability (customer service encounter 

characteristic) and failure severity and risk aversion (customer characteristics) on cross-

sell purchase likelihood.   

We test the hypotheses using data from intercultural cross-selling transactions 

during customer service encounters from a Fortune 500 technology firm in the computer 

systems industry.  We have data on the explanatory variables for 117,721 customer 

service encounters during which a cross-sell was pitched, of which 3.6% resulted in a 

purchase.  We obtain our measures from multiple sources including customer data, 

transaction data, sales data, and management ratings.  We estimate a 3-level hierarchical 

linear model (HLM; Raudenbush and Bryk 2002) of cross-sell purchase likelihood, with 

levels 1, 2, and 3 corresponding to customer service encounter, customer, and cultural 
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distance characteristics, respectively.  The estimation results support the proposed model 

and hypotheses. 

The findings indicate that the moderating effect of cultural distance can have both 

positive and negative effects on cross-sell purchase likelihood.  In general, increasing 

cultural distance has a positive effect on cross-sell purchase likelihood.  In particular, 

cultural distance weakens the negative effect of agent resolution ability and strengthens 

the positive effect of risk aversion on cross-sell purchase likelihood, verifying its positive 

influence.  Finally, cultural distance weakens the positive effect of failure severity on 

cross-sell purchase likelihood, demonstrating that cultural distance also has negative 

effects. 

 The remainder of the paper is organized as follows.  In the next section, we draw 

on existing theory to develop our theoretical framework.  Next, we develop hypotheses 

relating customer service encounter, customer, and cultural characteristics to cross-sell 

purchase likelihood.  In subsequent sections, we describe the data and results.  We 

conclude with a discussion of the paper’s contributions to marketing theory and 

managerial practice and identify limitations and opportunities for further research.   

II.2: Theory 
 
 Drawing on insights from the service recovery literature, we examine customers’ 

cross-sell purchase likelihood subsequent to a product failure in an intercultural setting.  

When a product failure occurs, a firm’s response can either reinforce customer 

relationships (Berry and Parasuraman 1991; Smith, Bolton, and Wagner 1999) or 

exacerbate the negative effects of the failure (Hoffman, Kelley, and Rotalsky 1995).  

Smith and Bolton (1998) employ a scenario-based experiment to show that cumulative 
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satisfaction and patronage intentions increase above pre-failure levels when respondents 

are very satisfied with the recovery efforts.  In contrast, failure recoveries have been 

shown to decrease customer satisfaction.   Employing a qualitative critical incident 

technique, Bitner et al. (1990) conclude that poor recovery efforts intensify customer 

dissatisfaction.  McCollough et al. (2002) find that customer satisfaction is lower after a 

service failure and recovery than in a non-failure situation, despite effective recovery 

performance.  In a cross-cultural context, Mattila and Patterson (2004) use experiments 

with respondents in East-Asia and the United States, and find that compensation drives 

customers’ fairness perceptions and satisfaction, particularly with American consumers.  

In this study, we consider the role of product failure and recovery characteristics in an 

intercultural service setting.  We next describe the factors comprising our theoretical 

framework.   

Cultural distance is defined as the degree to which the cultural norms in the 

customer’s country are different from those in the customer service agent’s country 

(adapted from Bolton and Myers 2003).  Cultural distance has been shown to negatively 

affect firms’ marketing decisions and customers’ evaluations.  For example, 

developments in the marketing strategy literature indicate that cultural distance has a 

negative effect on firms’ marketing efficiencies (Tse, Vetinsky, and Wehrung 1988), 

trade volume (Frankel and Rose 2002), organizational learning (Barkema, Bell, and 

Pennings 1996), and market entry success (Johnson and Tellis 2008).  Developments in 

the consumer literature show that customers trust racially similar service employees 

(Sharma, Tam, and Kim 2009) and have negative perceptions about the quality of service 

provided by service employees with different cultural backgrounds (Barker and Hartel 
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2004).  On the contrary, others studies suggest a positive effect of cultural distance.  

Cultural distance can cause individuals, in this case, customer service agents, to become 

more adaptive (Tushman and Anderson 1986) and responsive (Fang et al. 2008) to 

customers’ needs across the cultural divide.  Multinational firms often train their 

offshored customer service employees to acquire the skills and expertise for an 

intercultural environment (Tate, Ellram, and Brown 2009), leading to a heightened 

sensitivity of customers’ overall needs.  We investigate whether, and in which direction, 

cultural distance influences cross-sell purchase likelihood in the customer service 

context.  We next motivate the development of the hypotheses. 

Characteristics of the customer service encounter are likely to influence 

customers’ purchase behavior.  Product failures often require customers to engage in 

more than one customer service encounter with a customer service agent to resolve the 

problem.  Each time the customer contacts customer service, he or she might interact with 

a different customer service agent characterized by a certain level of resolution ability.  

Since customer service agents experience trade-offs between goals (Oliva and Sterman 

2001; Singh 2000), failure recovery versus selling, an increasing ability to resolve 

product failures during customer service, termed Agent resolution ability, might not 

translate into an increasing ability to cross-sell successfully.  We examine how agent 

resolution ability differs across cultural distance to affect cross-sell purchase likelihood. 

 Customers’ judgments of the desirability of a cross-sell offer in the context of 

product-failure are influenced by individual characteristics including their, (1) frame of 

mind and, (2) comfort with risk.  Depending on the severity of the product failure, 

customers are dissatisfied with the firm and in a negative frame of mind (Smith, Bolton, 
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and Wagner 1999).  We examine how failure severity (Maxham and Netemeyer 2002), 

the degree of failure associated with the focal product, will interact with cultural distance 

to influence cross-sell purchase likelihood.8  Similarly, we examine how customers’ risk 

aversion, given assessments of future product failure, will interact with cultural distance 

to influence cross-sell purchase likelihood.  Table 5 contains construct definitions.   

---- Insert Table 5 here ---- 

Given our primary interest in the moderating role of cultural distance, we 

formally hypothesize a main effect of cultural distance and its interaction effects with 

agent resolution ability (customer service characteristic) and failure severity and risk 

aversion (customer characteristics) on cross-sell purchase likelihood.  Figure 2 contains 

the conceptual framework.  We next formally develop the hypotheses.  

---- Insert Figure 2 here ---- 

Cultural Distance 

 Cultural distance between the customer’s country and the customer service agent 

country’s is measured by the Euclidian distance of Hofstede’s (1991) four cultural 

dimensions: power distance, individualism–collectivism, masculinity–femininity, and 

uncertainty avoidance (Kogut and Singh 1988).  The effects of cultural distance on firms’ 

outcomes are mixed.  Past research shows that cultural distance decreases firms’ trade 

volume (Frankel and Rose 2002) and market entry success (Czinkota 1982).  Intercultural 

encounters can prime customers’ ethnocentrism, prejudice, and discrimination (Sharma, 

Tam, and Kim 2009) and customer service agents’ biases against certain geographical 

locations (Tate, Ellram, and Brown 2009).  Extending these findings, we conjecture that 

                                                 
8 Focal product refers to the product that has incurred the failure for which the customer contacts customer 
service. 
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cultural distance may decrease customers’ cross-sell purchase likelihood in the customer 

service context. 

 However, other studies suggest otherwise.  Some studies demonstrate a null effect 

of cultural distance on firms’ outcomes.  For example, Mitra and Golder (2002) find that 

cultural distance is not a significant factor in foreign entry decision-making and 

Roggeveen et al. (2007) find that the global location of customer service centers has no 

impact on customer expectations from firms with a good reputation.  Other studies 

suggest a positive effect of cultural distance.  Tate et al. (2009) show that multinational 

firms train their offshored customer service agents to develop the required skills and 

expertise for an intercultural environment, and the offshored sites perform better on 

operational and compliance metrics than local sites.  When customer service agents 

undergo cultural sensitivity training, they are likely to increase their overall attentiveness 

to customers’ needs (Tushman and Anderson 1986).  In addition, given customers’ lower 

expectations of offshored customer service (Tate, Ellram, and Brown 2009), customers 

might be delighted if a successful recovery occurs (Smith and Brown 1999), leading to 

greater loyalty (Keaveney 1995) and a higher willingness to make a cross-sell purchase.  

Given the opposing evidence presented above, we hypothesize: 

H1a/b: In the intercultural customer service context, cultural distance between 

customers and customer service agents has a negative (positive) effect on the 

likelihood of a cross-sell purchase. 

 Agent Resolution Ability and Cultural Distance 

 Cross-selling during customer service requires technically qualified customer 

service agents to have selling skills, which are outside their technical-skills domain and 
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may run counter to the goals of customer service agents.  When change initiatives (e.g., 

the integration of cross-selling into customer service) disrupt job expectations and work 

practices, customer service agents experience higher stress (Singh 2000), leading to a 

decrease in performance (Lee and Ashforth 1996), in this case, cross-selling performance. 

 In the intercultural context, customers are aware that firms offshore their customer 

service operations not only to cut costs but also to gain access to more specialized skills, 

in this case, technical skills (Sharma, Tam, and Kim 2009).  Therefore, perceptions of the 

superior competence of culturally distant customer service agents in the technical 

resolution domain may be perceived as critical in the selling domain as well.  In other 

words, culturally distant customer service agents are known for their technical expertise 

(e.g., Indian customer service agents), and perceived competence surrounding higher 

agent resolution ability induces spillover effects (Lerner, Small, and Loewenstein 2004; 

Schwarz 1990) into cross-selling.  Therefore, we hypothesize: 

H2: In the intercultural customer service context, the greater the cultural distance 

between customers and customer service agents and the greater the agent 

resolution ability, the higher the likelihood of a cross-sell purchase. 

Failure Severity and Cultural Distance 

 Failure severity, the degree of failure associated with the focal product, affects 

customers’ state of mind and perceptions of the firm.  More severe failures are likely to 

stimulate anger, anxiety, and dissatisfaction (Sengupta and Johar 2001), causing 

customers to view the exchange as more inequitable (Smith, Bolton, and Wagner 1999).  

However, effective recovery following a severe failure can increase customer satisfaction 

beyond pre-failure levels and turn angry and frustrated customers into loyal ones (Hart, 
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Heskett, and Sasser 1990).   For a severe product failure, it is likely that the customer 

service agent has committed a greater amount of effort to the resolution, causing 

customers to feel a greater sense of reciprocity and gratitude (Palmatier et al. 2009).  

Further, for severe failures, customers might seek greater protection to prevent a future 

failure of similar magnitude, leading to an increase in cross-sell purchase likelihood.  

 Culturally distant customer service agents might be less able to convert severe 

product failures into cross-selling opportunities.  A severe product failure can cause a 

customer to be especially aware of firms’ recovery efforts (Maxham and Netemeyer 

2002), making his or her cultural distance from the customer service agent especially 

salient.  Given that the location of the offshored site is under the purview of management, 

customers who might be already primed with dissatisfaction might feel that employing 

culturally distant customer service agents to resolve severe product failures is 

procedurally unjust or unfair (Smith, Bolton, and Wagner 1999).  Therefore, we 

hypothesize: 

H3: In the intercultural customer service context, the greater the cultural distance 

between customers and customer service agents and the greater the failure 

severity, the lower the likelihood of a cross-sell purchase. 

Risk Aversion and Cultural Distance 

Risk averse individuals perceive greater risk when faced with uncertainty 

(Heilman, Bowman, and Wright 2000), focus more on negative outcomes (Schneider and 

Lopes 1986), and overestimate the probability of losses over gains (Mullen and Roth 

1991; Sitkin and Pablo 1992).  Accordingly, risk averse customers may be more 

motivated to prevent future losses (i.e., product failures) by enhancing the future 
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performance of their focal product through a cross-sell purchase.  While some studies 

suggest that for risk averse customers, uncertainty about a cross-sell product’s 

performance might increase perceptions of risk, lowering the cross-sell offer’s perceived 

utility (e.g., Kumar, George, and Pancras 2008; Steenkamp, Hofstede, and Wedel 1999), 

we expect that in the customer service context, where product failure is very salient, 

customers may be worried about a future failure and will consider protecting their focal 

product by investing in a cross-sell product. 

 In the context of offshored customer service provision, cultural distance provides 

two key benefits to risk averse customers.  First, culturally distant customer service 

agents are more attentive to customers’ needs and second, they are trained to be culturally 

intelligent (Ang and Inkpen 2008), leading to a reduction in customers’ uncertainty.  

Interdependence theory (Solomon et al. 1985) suggests that both parties in a service 

encounter (customers and customer service agents) are dependent on each other because 

the behavior of one party influences outcomes received by the other.  Culturally distant 

customer service agents display more respect and empathy for people from other cultures, 

respond to unfamiliar situations and behaviors in a nonjudgmental way, and proactively 

use their knowledge of other cultures to anticipate different expectations in various 

situations (Lustig and Koester 2006).  Hence, culturally distant customer service agents 

are likely to be more aware and reactive to the risk aversion of the customer, leading to a 

more responsive customer and a higher likelihood of cross-sell purchase.  Therefore, we 

hypothesize:   
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H4: In the intercultural customer service context, the greater the cultural distance 

between customers and customer service agents and the greater the risk aversion, 

the higher the likelihood of a cross-sell purchase. 

Table 6 contains a summary of hypotheses. 
 

---- Insert Table 6 here ---- 
 

II.3: Method 
Study Context 

We collected data from a Fortune 500 technology firm in the computer systems 

industry, whose products include desktop computer systems, storage, servers and 

networking products, mobility products, software, peripherals, and enhanced services.  

The customer service operation featured in this study is in the consumer sales segment 

(i.e. individual customers) and provides after-sales technical support through a global 

network of call centers.    

Data 

We used data on intercultural cross-selling from technical support sales 

transactions during a one month time period in 2009.  The data contains customer service 

transactions between customers in Austria, Belgium, France, Germany, the United 

Kingdom, the United States, and Switzerland and customer service agents in Slovakia, 

India, Tunisia, and Morocco.  The final data set with all explanatory variables included 

117,721 customer service encounters in which a failure recovery and cross-sell offer 

occurred, of which 3.6% resulted in a purchase.  In Figure 3, we present cross-sell 

purchase rates across customer and customer service agent country locations.  

---- Insert Figure 3 here ---- 
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We combined information from four sources: (1) a master data file describing the 

characteristics of each customer, including country location and product ownership; (2) 

sales data indicating whether a cross-sell product was purchased; (3) customer service 

data including type of product failure and duration of contact; (4) characteristics of each 

customer service agent including performance metrics and country location, (5) 

management ratings. 

Measures 

Dependent Variable.  The dependent variable is cross-sell purchase likelihood.  

We identified 117,721 customer service encounters in which a cross-sell product had 

been pitched.  If sales data existed for a customer, this suggested that the customer had 

made a cross-sell purchase.  Cross-sell purchase was coded: 0 = cross-sell purchase was 

not made, 1 = cross-sell purchase was made. 

Independent Variables.  We constructed Agent resolution ability using the number 

of customer service encounters successfully resolved by a customer service agent.  

Specifically, we used the sum of customer service encounter volume from t-2 and t-1 

days as a measure of agent resolution ability on day t, and continued to do this for every 

day in the data period.  The sample firm uses customer service encounter volume as a 

measure of technical performance, suggesting that higher volume implies superior 

customer service agent performance.   

We measured failure severity (Maxham and Netemeyer 2002; Smith, Bolton, and 

Wagner 1999) using customer service agent ratings of product failures.  Customer service 

agents profile customers’ product failures when customers contact customer service.  We 

asked four experienced customer service agents to rate the severity of various product 
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failures on a seven point scale (1 = failure is trivial and is easily fixable, 7 = failure is 

severe and is not easily fixable).    

We measured risk aversion by the number of years of warranty purchased by the 

customer along with the focal product.  Warranties have been used to measure risk 

aversion in other studies (e.g., Padmanabhan 1995), as they provide insurance against 

uncertain repair costs.  More risk-averse individuals purchase greater warranty coverage 

than less risk-averse individuals (Soberman 2003).  The warranties ranged from 0 to 5 

years.   

 We employed the measure of cultural distance between the customer and 

customer service agent countries from Hofstede’s (1991) four cultural dimensions: power 

distance, individualism–collectivism, masculinity–femininity, and uncertainty avoidance.  

Following Kogut and Singh (1988), we collapsed the individual scores into a single 

number by taking the Euclidian distance of the four dimensions as follows:  

 (1)   CDsm = � ����� � ���	

�

��
 

where CDsm is the country distance score between customer country s and customer 

service agent country m, Djs is the score on dimension j for customer country s, and Djm 

is the score on dimension j for customer service agent country m. This measure of 

cultural distance has a long history of use in both the international marketing and the 

strategy literature (Mitra and Golder 2002). 

We also included in the model, two control variables — product value and 

duration of the service encounter.  Product value captures the effects of current product 

ownership on cross-sell outcomes (Kamakura, Ramaswami, and Srivastava 1991; Knott, 
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Hayes, and Neslin 2002).  We used managers’ rankings of focal product models to 

measure product value.  We used a four point scale to measure product value (1 = low-

end product model, 4 = high-end product model).  We measured duration of the service 

encounter by the number of minutes the customer interacted with the customer service 

agent during each customer service encounter (min = 1, max = 96). 

II.4: Model Estimation and Specification 
 
 In our model, customer service encounters are nested within customers and 

customers are nested within countries.  HLM (Raudenbush and Bryk 2002) has been 

specifically developed to deal with multilevel data.  It enables the simultaneous 

estimation of relationships of variables at two (or more) levels, using iterative maximum 

likelihood estimation, making it possible to estimate cross-level effects.  Using HLM, we 

are able to test H1a/b-H4, specifying how country-level constructs (Level 3) affect 

relationships occurring at customer (Level 2) and customer service encounter (Level 1) 

levels.  We mean-centered Levels 1, 2, and 3 predictors and estimate a random effect for 

the intercept at each level.  We estimate the main effects of agent resolution ability, 

failure severity, risk aversion, and cultural distance and the interaction effects of cultural 

distance with lower-level variables on cross-sell purchase likelihood.   

 The Level 1 (customer service encounter), Level 2 (customer), and Level 3 

(country) models are as follows: 

 Level 1: 

(2)  Cross-sellijk = β0jk + β1jk AgentResijk + β2jk Durationijk  + eijk  

 Level 2: 

(3)  β0jk =  γ00k + γ01k Failurej + γ02k Aversionj + γ03k ProdValj + r0jk  
(4)  β1jk  =  γ10k  
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(5)  β2jk  =  γ20k   
 

 Level 3: 

(6)  γ00k  =  π000 + π001CultDistk +  r00j  
(7)  γ01k  =  π010 + π011CultDistk   
(8)  γ02k  =  π020 + π021CultDistk   
(9)  γ03k  =  π030  
(10)  γ10k  =  π040 + π140CultDistk   
(11)  γ20k  =  π060

9  
 
 where i, j, and k represent customer service encounter, customer, and country, 

respectively.  Cross-sell is a dummy variable denoting whether a cross-sell product was 

purchased; AgentRes is agent resolution ability; Failure is failure severity; Aversion is 

risk aversion; and CultDist is cultural distance.  The control variable ProdVal is product 

value and the control variable Duration is duration of service encounter.  We assume the 

customer service encounter-level error term eijk to be normally distributed with zero mean 

and variance σ2. Finally, r0jk and r00j are the unique effects of customer i and country j on 

the intercepts β0jk  and γ00k , respectively.   

II.5: Results 
 
 We examined the correlations between the explanatory variables and found them 

to be within acceptable limits (the highest correlation is -.150 between cultural distance 

and failure severity), suggesting that multicollinearity may not be a problem in the data 

set.  Table 7 contains the descriptive statistics and the correlation matrix of the measures.  

---- Insert Table 7 here ---- 

                                                 
9 β1jk  is the main effect of agent resolution ability, β2jk  is the main effect of duration of service encounter, 
γ01k  is the main effect of failure severity,  γ02k  is the main effect of risk aversion,  γ03k  is the main effect of 
product value,  π001 is the main effect of cultural distance, π011 is moderating effect of cultural distance on 
failure severity,  π021  is the moderating effect of cultural distance on risk aversion, and π140 is the 
moderating effect of cultural distance on agent resolution ability. 
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 As noted earlier, customers made a cross-sell purchase 3.6% of the time.  The 

average agent resolution ability was 80.201 (range 30 - 752) and customers were serviced 

by an average of 1.85 customer service agents for a single product failure.  The average 

failure severity was 3.542 (scale 1-7), average risk aversion was 1.649 (scale 1-5), and 

average cultural distance was 86.544 (range 50 - 168).  Customers had different cross-sell 

purchase rates depending on their country location (Chi-square = 663.992, p<.0001) and 

customer service agents had different cross-selling rates depending on their country 

location (Chi-square = 375.583, p<.0001).  The cultural distance averages for customers 

in the following countries were: Austria (mean = 145.787, standard deviation (s.d.) = 

3.257), Belgium (mean = 72.042, s.d. = 29.212), France (mean = 56.331, s.d. = 5.631), 

Germany (mean = 141.774, s.d. = 3.880), the United Kingdom (mean = 109.734, s.d. = 

17.766), the United States (mean = 71.011, s.d. = 38.607), and Switzerland (mean = 

111.938, s.d. = 23.449).  The cultural distance averages for customer service agents in the 

following countries were: Slovakia (mean = 141.546, s.d. = 4.826), India (mean = 95.920, 

s.d. = 8.525), Tunisia (mean = 74.934, s.d. = 8.471), and Morocco (mean = 58.912, s.d. = 

9.876). 

The results for the HLM model appear in Table 8.  Note that we report un-

standardized coefficients.  In HLM, standardized coefficients are problematic because the 

variance is divided across different levels. We use t-values as a measure of relative effect 

size (Nijs et al. 2001).  We first discuss the effects of the control variables, followed by 

the main effects that are not formally hypothesized, and then the hypothesized main and 

interaction effects.  

---- Insert Table 8 here ---- 
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 Product value, (b = .0464, p<.001) increases cross-sell purchase likelihood.  

Duration of the customer service encounter, (b = .0003, non-significant (ns)) does not 

have a significant effect.  Agent resolution ability decreases cross-sell purchase 

likelihood, (b = -.0149, p<.001).  Both failure severity (b = .0368, p<.001) and risk 

aversion, (b = .0172, p<.01) increase cross-sell purchase likelihood. 

 For the hypothesized effects, the results indicate that cultural distance, H1b, (b = 

.0086, p<.001) increases cross-sell purchase likelihood.  We find support for the 

moderating role of cultural distance on cross-sell purchase likelihood, including its 

positive interaction effect with agent resolution ability, H2, (b = .0002, p<.001), its 

negative interaction effect with failure severity, H3, (b = -.0012, p<.001), and its positive 

interaction effect with risk aversion, H4, (b = .0002, p<.05).  

Additional Analyses 

We next report on additional analyses that examine the robustness of the results.  

We compared the hypothesized model to a model with only the main effects of 

agent resolution ability, failure severity, risk aversion, cultural distance, and the control 

variables product value and duration of the service encounter.  Using the Akaike 

information criterion, we found clear evidence in favor of the hypothesized model (AIC = 

10941 and 14303 for hypothesized model and main effects model, respectively; lower 

number indicates superior fit).  

We estimated the hypothesized model using a general linear regression model 

(GLM), ignoring the hierarchical structure of the data.  Again using the Akaike 

information criterion, we found evidence in favor of the HLM model (AIC = 10941 and 

15976 for the hypothesized HLM model and GLM model, respectively). 
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We re-estimated our model, excluding one customer country from the data set. 

We did this for all of the customer countries in the data set, creating a set of alternate 

models. The alternate models produced the same results as the hypothesized model in 

terms of directionality and significance.  We report the results for one of the alternate 

models (see Table 4), which shows that the significance of all the parameter estimates are 

the same as the hypothesized model with complete data.  As might be expected, the 

parameter estimates vary across the hypothesized and alternate models.   

II.6: Discussion 
 
 Multinational firms are increasingly offshoring their customer service operations, 

e.g., technical problem resolution services, to a set of low-cost countries to reduce costs 

and gain access to specialized skills.  Offshored customer service agents in multiple 

countries provide customer service to customers in a different set of countries, creating 

cultural distance between customers and customer service agents.  Cultural distance is 

defined as the degree to which the cultural norms in the customer’s country are different 

from those in the customer service agent’s country (adapted from Bolton and Myers 

2003).  In this context, firms are asking their offshored customer service agents to cross-

sell products to customers with the objective to generate additional profits.  Although past 

research on cultural distance (e.g., Johnson and Tellis 2008; Mitra and Golder 2002) have 

made important contributions to the topic, there are few insights on the effects of cultural 

distance on purchase behavior in a service setting.  In this paper, we examine how 

cultural distance between customers and customer service agents impacts the likelihood 

of a customer making a cross-sell purchase during customer service.  In addition, we 

consider how cultural distance moderates the effects of product failure and recovery 
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characteristics at the customer service encounter and customer level.  Specifically, we 

examine the main effect of cultural distance and its interaction effects with agent 

resolution ability, failure severity, and risk aversion on cross-sell purchase likelihood.   

 The primary conclusion from our study is that cultural distance between 

customers and customer service agents has both positive and negative effects on cross-

sell purchase likelihood during customer service.  In particular, we conclude the 

following about cultural distance: (1) it weakens the negative effect of agent resolution 

ability, (2) it weakens the positive effect of failure severity, and (3) it strengthens the 

positive effect of risk aversion.  We conclude with a discussion of the paper’s theoretical 

contributions, managerial implications, and limitations and opportunities for future 

research. 

Theoretical Contributions 

Our findings contribute to the cross-cultural and service recovery literatures.  

Perhaps our most surprising finding is that cultural distance between customers and 

customer service agents can have a positive effect on cross-sell purchase likelihood 

during customer service, both directly and indirectly.  Cultural distance can cause 

individuals, in this case, customer service agents, to become more adaptive (Tushman 

and Anderson 1986) and responsive (Fang et al. 2008) to customers’ needs across the 

cultural divide.  Multinational firms often train their offshored customer service 

employees to acquire skills and expertise for an intercultural environment (Tate, Ellram, 

and Brown 2009), leading to a heightened sensitivity to customers’ overall needs.  We 

demonstrate that increasing cultural distance and agent resolution ability or cultural 

distance and risk aversion leads to an increase in cross-sell purchase likelihood.  In 
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addition, consistent with past research (e.g., Barkema, Bell, and Pennings 1996; de 

Ruyter et al. 1998), we demonstrate a negative effect of cultural distance.  We find that 

increasing failure severity and cultural distance decreases cross-sell purchase likelihood.     

 We note that increasing agent resolution ability has a negative main effect on 

cross-sell purchase likelihood.  This has implications for employee management theory, 

specifically for notions of role stress and role competence (e.g., Grayson 2007; Singh 

2000).  We find that operational competence (Sirdeshmukh, Singh, and Sabol 2002) in 

one domain (e.g., failure recovery) does not necessarily translate to competence in 

another domain (e.g., cross-selling).  In addition, we find that larger product failures 

increase the likelihood of cross-sell purchase.  Past research in the service recovery 

literature indicate that larger failures increase dissatisfaction (Hoffman, Kelley, and 

Rotalsky 1995) and decrease the effects of the firm’s recovery efforts (Smith, Bolton, and 

Wagner 1999).  In contrast, we find that customers with severe product failures are more 

likely to make cross-sell purchases, suggesting that they seek to reciprocate recovery 

efforts by customer service agents and prevent future failures of similar magnitude from 

occurring.  We also demonstrate that in the context of cross-selling during customer 

service, risk averse customers are more likely to purchase a cross-sell product than less 

risk averse customers in order to protect their existing product investment from the 

perceived risk of future failures.   

Managerial Contributions 

The benefits of offshoring to firms are well established and include cost 

competitiveness (Quinn 1997), highly skilled labor, and high levels of service maturity 

(McDougall 2005).  Yet offshoring has received considerable negative press with reports 
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citing language problems and exporting of jobs (e.g., Sharma, Tam, and Kim 2009; 

Barker and Hartel 2004).  It is then reasonable to ask whether companies should stop 

offshoring their customer service operations?  Are companies that send customer service 

abroad making a mistake?  Not necessarily.  Whitaker et al. (2008) suggest that 

companies shouldn’t necessarily forgo the cost savings they can reap from offshoring 

because the effects of offshored customer service on customer satisfaction are similar to 

that of domestically outsourced customer service.  The implications of this study suggest 

that fears about cultural distance may be less warranted than previously thought.  Our 

results indicate that cultural distance has a positive effect on cross-sell purchase 

likelihood during customer service.  Culturally distant service agents might provide 

superior service quality in an effort to gain affirmation and comply with higher standards 

required of offshored labor.  In addition, offshored service providers might possess 

superior technologies that help guide customer service (Whitaker, Krishnan, and Fornell 

2008).   

As Table 4 indicates, agent resolution ability has the largest relative effect (t = -

23.98) on cross-sell purchase likelihood, and its joint effect with cultural distance (t = 

14.92) shares the second largest effect.  It is critical for managers to consider the negative 

effects of integrating a new function (e.g., cross-selling) on service employees who excel 

in another functional domain (e.g., failure recovery).  Managers might consider having 

customer service agents high in agent resolution ability refrain from cross-selling and 

delegating this function to remaining customers service agents.  Managers of culturally 

distant offshored customer service operations might consider having all of their customer 
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service agents cross-sell, including those high in resolution ability, because cultural 

distance attenuates the negative effect of agent resolution ability.   

Hence, we recommend that firms segment their customer service agents based on 

resolution ability and their customers based on country location.  Customer service agents 

high in resolution ability should cross-sell to customers that are culturally distant, and the 

remaining customer service agents should cross-sell to customers that are less culturally 

distant.  We also recommend that firms segment their customers based on failure 

severity, since this is pertinent to both failure recovery and cross-selling, and route 

customers with severe failures to countries that are less culturally distant.  Our results 

show it is beneficial to invest cross-selling efforts in risk averse customers, particularly 

when these customers are being serviced by culturally distant customer service agents.   

Limitations and Future Research 

Our research has some limitations that offer avenues for further research.  We 

examine cross-selling in the customer service context at a single manufacturing firm.  To 

extend the findings from this study, further research could examine cross-selling in the 

customer service context using a multi-firm and multi-industry approach to model both 

firm and industry differences.   

Although we examine the effects of failure and recovery characteristics on cross-

sell purchase behavior, we fail to account for the effects of customer satisfaction.  In this 

context, customer service agents have resolved the product failure prior to making a 

cross-sell offer.  However, the magnitude of recovery is likely to affect customer 

satisfaction, ultimately affecting cross-sell purchase likelihood.  In addition, the effect of 

cultural distance might be different for failure recovery satisfaction than for cross-sell 
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purchase likelihood.  A promising possibility is to run a field experiment in which 

customer satisfaction is measured immediately after failure recovery and once more after 

the entire customer service encounter (i.e., after cross-selling). 

 Our research reinforces that notion that contextual factors such as product failure 

and implicit factors such as culture affect customers’ cross-sell purchase likelihood.  

Extending the work by Maxham and Netemeyer (2002) on the effects of multiple service 

recoveries on firm ratings, future research could explore the effects of intercultural cross-

selling in customer service over time.  It seems worthwhile to examine whether 

commitment to and satisfaction with the firm endures across multiple cross-selling efforts 

and whether this varies across customers in different countries.  
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Figure 1 
 

Part I: Conceptual Framework 
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Figure 2 
 

Part II: Theoretical Framework 
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Figure 3 
 

Part II: Cross-sell Acceptance Rates 
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Table 1 
 

Part I: Definitions and Measures of Constructs 

Tables 
Variable 
Type 

Variable Definition Measure 

 
Customer 

 
Customer Risk 
Aversion 

 
A preference for a guaranteed 
outcome over a probabilistic one 
having an equal expected expenditure 
(Qualls and Puto 1989). 

 
Number of years 
warranty  
(0 = min, 5 = max) 

Product  Product 
Functionality 

The number of features in the focal 
product. 

Four product models in 
the sample (1 = lowest, 4 
= highest) 

Customer 
Service Agent 

Agent Resolution 
Ability 

The customer service agent’s 
effectiveness in resolving product-
related problems during customer 
service. 

Ranking of customer 
service agents by 
technical performance. 
(1= min, 175 = max) 

Cross-sell 
offer 

Cross-sell Good 
vs. Service 

Whether the cross-sell offer accepted 
by the customer is a good or a 
service. 

0 = Service, 1 = Good 
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Table 2 
 

Part I: Descriptive Statistics and Correlation Matrix 

 

Variable 

Cross-sell 
Expenditure 

Mean 
(Std. Dev.) 

1. 2. 3. 4. 5. 6. 7. 8. 9. 

 
1. Cross-sell revenues 76.045 

(53.040) 1.000 
        

2. Risk Aversion 
2.500 

(1.386) 0.270 1.000 
       

3. Product 
Functionality 1.887  

(.400) 0.099 -0.011 1.000 
      

4. Agent Resolution 
Ability 74.778 

(46.377) -0.033 0.017 -0.004 1.000 
     

5. Cross-sell Good vs. 
Service .576  

(.022) 0.147 0.199 -0.037 -0.008 1.000 
    

6. Product Age 
984.2 

(27.423) 0.155 0.260 -0.253 -0.017 0.180 1.000 
   

7. Product Price 
30.505 

(28.338) 0.456 0.174 0.196 -0.016 -0.172 -0.035 1.000 
  

8. Failure severity 
5.718 

(1.714) 0.031 0.019 -0.046 0.010 -0.135 0.098 -0.003 1.000 
 

9. Cross-sell Related  to 
Issue 

. 567  
(.022) -0.130 -0.204 0.069 0.029 -0.269 0.019 -0.080 0.111 1.000 

  Note: all correlations above .07 significant at p < .01 and correlations above .05 significant at p < .05. 
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Table 3 
 

Part I: Cross-sell Revenues: Regression Model Results 

 

Variable Hypothesized Model 
Alternative Model 
with Main Effects 

and Covariates 

Alternative Model 
With Covariates 

Hypothesized Effects Column 1 Column 2         Column 3 

Customer Risk Aversion (H1a)           15.268 (4.485)***     10.871 (4.017)***  

Product Functionality (H1b) -53.792 (18.094)*** -94.345 (44.676)**  

Agent Resolution Ability (H2) .096 (.082)    -.016 ( .061)  

Customer Risk Aversion x Product Functionality (H3)            17.719 (9.147)**   

Cross-sell Good vs. Service (H4)             21.573 (4.775)***   

Customer Risk Aversion x Agent Resolution Ability (H5a)         .050 (.044)   

Product Functionality x Agent Resolution Ability (H5b)           -.485 (.239)**   

Customer Risk Aversion x Cross-sell Good vs. Service (H6a)             -7.085 (3.201)**   

Product Functionality x Cross-sell Good vs. Service (H6b)             35.480 (16.936)**   

Agent Resolution Ability x Cross-sell Good vs. Service (H7)             -.486 (.239)**   
Covariates     
Product Age             .027 (.008)***    .025 (.007)***                    0.034 (.031) 

Product Expenditure             .733 (.166)***    .739 (.146)***                   0.632 (.342)* 

Failure severity              2.233 (1.610)      2.088 (1.514)                  1.248 ( 1.885) 

Cross-sell Related to Failure              1.884 (4.972)           978 (4.907)         2.667 (4.327) 

Intercept        1.209 (.879)** 106.280  (40.757)*** -73.502 ( 183.384) 
Wald ChiSquare (d.f.)  677.72 (19)*** 686.87 (13)***        696.66 (6)*** 
Mills Lambda 68.313 (38.402)* 53.530 (33.565)        68.698 (110.002) 
Notes: Parameter estimates (standard errors) in table.  *** denotes p < .01, ** p < .05 and * p <.10.  
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Table 4 
 

Part I: Additional Analysis10 

 
Table 4A 

Risk Aversion Cross-sell offer 
Acceptance Rate 

Cross-sell 
revenues 

Segment 
Size 

0 0% $3 2% 
1 1% $32 36% 
2 4% $76 16% 
3 11% $121 17% 
4 29% $166 27% 
5 57% $210 2% 

*Note: Segment size pertains to percentage of customers at each level of independent factor in the sample 
data set. 
 
 

Table 4B 
Product 

Functionality 
Cross-sell offer 

Acceptance Rate 
Cross-sell  
revenues 

Segment* 
Size 

1 9% $81 14% 
2 3% $56 39% 
3 2%  $30 28% 
4 1% $5 19% 

 
 

 
Table 4C 

Risk Aversion (RA) and 
Product Functionality 

(PF) 

Cross-sell offer Acceptance 
Rate 

Cross-sell 
Revenues 

Segment 
Size 

0 RA and 1 PF 8% $57 0.3% 
1 RA and 1 PF 14% $86 11% 
2 RA and 2 PF 7% $32 5% 
3 RA and 3 PF 6% $15 2% 
4 RA and 4 PF 9% $32 3% 
5 RA and 4 PF 35% $118 0.2% 

 

                                                 
10 We calculated predicted values for cross-sell acceptance rate and cross-sell revenues for unit changes in 
each variable listed in the table from the parameters of the probit selection and regression models  
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Table 5 
 

Part II: Variable Definitions 

 
Variable Type Variable Name Definition Measure 
 
Customer 
Service 
Encounter 

 
Agent 
Resolution 
Ability 

 
The customer service agent’s 
effectiveness in resolving product 
failures during customer service. 

 
Sum of call volume per 
customer service agent. 

 
 
 
Customer 

 
Failure Severity 

 
The degree of failure associated with 
the focal product (Smith, Bolton, 
and Wagner 1999). 

 
Customer service agent 
ratings of product 
failures (1 = failure is 
easily fixable, 7 = 
failure is not easily 
fixable). 

  
Risk Aversion 

 
A preference for a guaranteed 
outcome over a probabilistic one 
having an equal expected 
expenditure (Qualls and Puto 1989). 

 
Number of years 
warranty (0 = min, 5 = 
max). 

 
Country 
 

 
Cultural 
Distance 

 
The degree to which the cultural 
norms in one individual’s country 
are different from those in the 
customer service agent’s country 

 
Sum of absolute value 
differences between 
customer and customer 
service agent Hofstede 
(1991) cultural 
dimension scores. 
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Table 6 
 

Part II: Hypotheses 

 
 

Variable Name Hypothesis 
Number Hypothesis 

 
Cultural Distance  

 
H1a/b 

 
In the intercultural customer service context, cultural 
distance between customers and customer service 
agents has a negative (positive) effect on the likelihood 
of a cross-sell purchase. 

 
Agent Resolution Ability 
x Cultural Distance 
 

 
H2 

 
In the intercultural customer service context, the 
greater the cultural distance between customers and 
customer service agents and the greater the agent 
resolution ability, the higher the likelihood of a cross-
sell purchase. 
 

Failure Severity x  
Cultural Distance 

H3 In the intercultural customer service context, the 
greater the cultural distance between customers and 
customer service agents and the greater the failure 
severity, the lower the likelihood of a cross-sell 
purchase. 
 

Risk Aversion x  
Cultural Distance 

H4 In the intercultural customer service context, the 
greater the cultural distance between customers and 
customer service agents and the greater the risk 
aversion, the higher the likelihood of a cross-sell 
purchase. 
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Table 7 

 
Part II: Descriptive Statistics 

 

Variable 
Cross-sell 
Likelihood 
(Std. Dev.) 

1. 2. 3. 4. 5. 6. 7. 8. 9. 

 
1. Cross-sell 

Likelihood 
 

0.038 
(0.190) 

 
1.000 

        

2. Agent Resolution 
Ability 

80.201 
(86.791) 

-0.133 1.000 

       
3. Failure Severity 3.542 

(1.954) 
0.030 0.037 1.000  

     
4. Risk Aversion 1.650 

(7.598) 
-0.000 -0.006 -0.094 1.000   

   
5. Cultural Distance 
 

86.544 
(40.673) 

0.001 -0.126 -0.150 -0.000 1.000   

  
6. Duration of Service 

Encounter 
5.044 

(40.351) 
0.005 -0.007 0.021 -0.001 -0.033 1.000   

 
7. Product Value 
 
 

3.599 
(1.756) 

 

0.002 -0.100 -0.099 0.017 0.059 -0.020 1.000   

 
 
 
 
 
 



68 
 

Table 8 
 

Part II: Results 

 
 

Variable Hypothesized 
Model1 

Relative 
Effect Size 

Alternate Model with 
Excluded Country1  

Hypotheses Hypothesized 
Effect  t-value  

Agent Resolution Ability - -.0149 (.0006)*** -23.98 -.0063 (.0006)*** 

Failure Severity + .0368 (.0150)* 2.46 .0773 (.0211)*** 

Risk Aversion + .0172 (.0063)** 2.72 .5733 (.0248)*** 

Cultural Distance (H1a/b) -/+ .0086 (.0010)*** 8.76 .0151 (.0013)*** 

Agent Resolution Ability x Cultural Distance (H2) + .0002 (.0000)*** 14.92 .0001 (.0000)*** 

Failure Severity x Cultural Distance (H3) - -.0012 (.0003)*** -3.86 .0012 (.0005)* 

Risk Aversion x Cultural Distance (H4) + .0002 (.0001)* 2.50 -.0039 (.0006)*** 

Covariates      

Product Value  .0464 (.0136)*** 3.41 -.1295 (.0157)*** 
Duration of Service Encounter  .0003 (.0003) 1.07 .0000 (.0011) 
Intercept   -4.0520 (.0439)*** -92.38 -4.6230 (.0619)*** 
Note: Parameter estimates (standard errors) in table.  *** denotes p < .001, ** p < .01, and * p <.05 
1 Unstandardized Effects
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Appendix A 
 

Part I: Interview Questions 
 

Questions for Managers 
We asked each interviewee a set of four questions along the following lines: 
 

1. What state of mind are customers usually in when they contact customer service?  
Are some customers more dissatisfied than others?   
 

2. How does cross-selling impact your customers?  The firm? The customer service 
agents? 
 

3. When do you ask your customer service agents pitch a cross-sell? 
 

4. When hiring a customer service agent, what kinds of skills do you look for? 

Questions for Customer Service Agents 
We asked each interviewee a set of five questions along the following lines: 
 

1. In your opinion, how does cross-selling fit with the services you normally 
provide? 
 

2. How do you decide what to pitch to a customer? 
 

3. What is an easy cross-sell according to you?  What is a difficult one? 
 

4. Do customers differ in terms of their openness to a cross-sell?  If so, how? 
 

5. Are customers more or less receptive to certain types of cross-sell offers? 

Questions for Customers 
We asked each interviewee a set of five questions along the following lines: 
 

1. What are your expectations surrounding technical support?  In other words, what 
causes you to be satisfied or dissatisfied?  
 

2. When you were pitched a product while trying to get help with a problem, how 
did you respond? 
 

3. Do you think it is appropriate to try to sell you something in this context?   
 

4. What kinds of products have been pitched to you during a customer service 
encounter?  
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5. Was your tech agent good at solving your problem?  Good at trying to sell you a 
product? 
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