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Abstract

Purpose The authors examine the influence of employ-
ees’ social regard toward the customers on customer sat-
isfaction, trust, and word of mouth. In addition, we
analyzed the moderating role of length of relationship
between the service provider and the customer on the
effects of social regard on the customer relationship
outcomes.

Design/Methodology/Approach Hypotheses were tested
with customers of two service industries: financial services
and hair salon services. Data were gathered through tele-
phone and personal interview surveys.

Findings Findings reveal that social regard had a positive
influence on customer satisfaction, trust, and positive word
of mouth. Also, length of relationship seems to moderate
the effect of social regard on customer satisfaction and
trust, but not on word of mouth.

Implications The key influence of employees’ social
regard reveals that it can become a tool for the manage-
ment of customer satisfaction, trust, and word of mouth.
Aspects of staff training should be affected by these
findings.

Originality/Value Despite the importance that researchers
and practitioners have assigned to the influence of
employees’ behaviors on relational variables at the com-
pany level, employees’ social regard toward the customers
not only remains unexplored but also has been confounded
with other social variables. This research not only proves
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its effects on relational variables (satisfaction, trust, and
word of mouth) but also shows the moderating role of
length of relationship.
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In many service companies, contact employees are the
source of differentiation and competitive advantage
(Bettencourt and Brown 1997). Customer satisfaction, ser-
vice quality perceptions and decisions to remain loyal or to
switch service providers are significantly influenced by the
attitudes and behaviors of these company representatives
(e.g., Bitner et al. 1990; Roman 2003). Poor core service
could be compensated for by having good peripherals
(Tacobucci et al. 1994). In this sense, friendly type behaviors
of service staff have proved to improve service outcomes
(i.e., Bitner et al. 1990; Iacobucci and Ostrom 1993). The
range of friendly type behaviors include: friendliness,
familiarity, flirting, caring, politeness, responsiveness,
trustworthiness, helpfulness, and understanding. In this
study, we focus on the social side of the customer—
employee service interaction, and more specifically on
perceived employee’s social regard toward the customer.
This is particularly relevant since research has indicated
that customers should be treated with respect; otherwise,
they may feel insulted (Goodwin and Smith 1990) and
consequently take their business elsewhere (Dubinsky
1994). In addition, respect or lack of respect for customers
has been related to service quality evaluations (Bitran and
Hoech 1990; Goodwin and Frame 1989), dissatisfaction
(Dubinsky 1994), relationship strength (Barnes 1997), and
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loyalty (Dotson and Patton 1992). Likewise, courtesy of the
service provider has been found to be an extremely pow-
erful signal of service quality (Johnson and Zinkhan 1991).

In the few quantitative studies that have examined
aspects of social regard, the concept has been confounded
by other social variables in relational indices or used in
narrow settings, such as service failures. Only recently
Butcher et al. (2003) conceptualized and developed the first
scale to measure social regard across the service industries
of hairdressing, cafes, and naturopaths in Australia. They
found initial support for social regard increasing customer
service encounter satisfaction. Yet the effects of social
regard on relational variables at the company level (e.g.,
satisfaction with the company, trust in the company, and
positive word of mouth) remain unexplored. Satisfaction
and trust have traditionally determined the quality of the
relationship (Crosby et al. 1990). In addition, because ser-
vices are generally experiential in nature and are therefore
difficult to evaluate before purchase, word of mouth
(WOM) seems particularly important to the marketing of
services. Such communication exerts a strong influence on
consumer purchasing behavior, influencing both short-term
and long-term judgments (Herr et al. 1991). In particular,
customers pay more attention to WOM, because it is per-
ceived as credible and custom tailored and generated by
people who are perceived as having no self-interest in
pushing a product (Silverman 1997).

Also, various studies have considered the time-depen-
dent effect of personal factors on relational constructs. For
example, findings in the service literature indicate that as
the relationship with the service provider matures, person-
related aspects of the interaction (e.g., empathy and
politeness) becomes less important for the customer
(Coulter and Coulter 2002; Gounaris and Venetis 2002).

Consequently, the objectives of this research are (1) to
test the influence of social regard on customer satisfaction
with the company, trust in the company, and positive
WOM and (2) to analyze the moderating role of length of
relationship between the service provider and the customer
on the effect of social regard on customer satisfaction,
trust, and WOM. The following sections develop the
hypotheses, test them empirically, and discuss the theo-
retical and managerial implications of the findings.

Conceptual Framework

Although there are services that are highly routinized and
transactional in nature, many services that consumers
require are specialized, require customization, and are of a
personal nature (Zeithaml and Bitner 2000). These more
personal encounters traditionally result in a great deal of
repeated social interaction and elicit socioemotional
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responses (Barnes et al. 2000). And more importantly,
empirical research has shown how certain consumers value
human interaction above anything else in service delivery
(e.g., Dabholkar 2000; Prendergast and Marr 1994).

Social aspects of the customer—frontline employee
interaction have been widely identified in the service lit-
erature (e.g., Barnes 1997; Bitner et al. 1994; Farrell et al.
2001; Mittal and Lassar 1996; Van Dolen et al. 2002).
However, scholars have not been consistent with the ter-
minology used to label the social component of the per-
sonal interaction. This lack of consensus takes place not
only regarding the term used, but also the construct’s
domain which better captures it. For example, Stafford
(1995) operationalized the employee—customer interaction
construct to reflect how the service employee understood
and related to the customer, and in particular treated the
customer as an equal. Mittal and Lassar (1996, p. 96)
defined personalization as the “social content of interaction
between service employees and their customers”, whereas
West (1997) referred to it as “sociality”.

Our research focuses on employees’ social regard as
related to interactions with their customers and from the
customers’ perspective. The key aspects that make up the
social regard construct are: (1) making the customer feel
important (Dotson and Patton 1992; Mohr and Bitner
1995), (2) taking an interest in the customer (Bitran and
Hoech 1990), (3) respecting the customer (Barnes 1997,
Bitran and Hoech 1990), (4) deference—referred to the
courtesy, politeness, and thoughtfulness displayed by
employees (Blodgett et al. 1995; Mohr and Bitner 1995),
and (5) genuineness of behavior (Bitran and Hoech 1990;
Mohr and Bitner 1995).

We acknowledge that definitions of constructs typically
evolve during early stages of exploratory research (Van
Dyne et al. 1995). However, definitional clarity is essential
and must be resolved, before additional substantive
research occurs (Schwab 1980). Consequently, based on
Butcher et al.’s (2003) definition, we see social regard as
employees’ behaviors characterized by deference, genuine
respect, and interest such that the customer feels valued or
important in the social interaction.

In following section, we explain the direct and indirect
effects of employee’s social regard on customer satisfac-
tion, trust in the company, and positive WOM. We then
address the moderating role of length of relationship in
such effects.

Relational Consequences of Perceived Employees’
Social Regard (Direct Effects)

We expect a positive association between social regard and
customer satisfaction, trust in the company, and positive
WOM. Overall, the reasoning behind these propositions is
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based on the key role of frontline employees in the service
setting. That is, contact employees are the organization in
the customer’s eyes and, in many cases, they are the ser-
vice—there is nothing else (Zeithaml and Bitner 2000).
Consequently, if the contact employees show social regard
to their customers, the customers are likely to develop
positive feelings toward the company because “customer
perceptions of contact employees will affect their percep-
tions of the company” (Ganesh et al. 2000, p. 68).

Customer satisfaction. Satisfaction is an overall evalu-
ation of performance based on all prior experiences with a
firm (Anderson et al. 1994). Customers’ perceptions of the
performance of service employees tend to determine not
only encounter satisfaction but also satisfaction with the
firm (Ganesh et al. 2000). As for the empirical evidence of
the relationship between social regard and satisfaction,
preliminary results from Butcher et al. (2001, 2003) pro-
vide equivocal evidence. In this sense, while Butcher et al.
(2001) find that social regard is not associated significantly
with service encounter satisfaction, results from Butcher
et al. (2003) suggest a positive relationship between social
regard and service satisfaction. Nevertheless, several
actions closely related to social regard have been found to
increase customer satisfaction. For example, Winsted
(1997) found a positive relationship between the true
concern for the customer in terms of caring, attentiveness,
and kindness, and satisfaction with the encounter. Mittal
and Lassar (1996) found that personalization had a positive
effect on overall satisfaction. Recently, findings from Van
Dolen et al. (2002) revealed that social competence per-
ceived by the customer increased encounter satisfaction.
Because customers’ perceptions of the performance of
service employees tend to determine not only encounter
satisfaction but also satisfaction with the firm (Ganesh
et al. 2000), we expect a positive association between
social regard and customer satisfaction and we state for-
mally that

H1  Perceived employee’s social regard toward the cus-
tomer is positively related to customer’s satisfaction with
the organization.

Customer trust. Customer trust relates to the belief on
the part of the customer that obligations will be fulfilled
(Swan et al. 1999). In other words, the customer has con-
fidence in the quality and reliability of the services offered
by the organization (Garbarino and Johnson 1999). Fol-
lowing several researchers, we see trust as a global, uni-
dimensional construct (e.g., Garbarino and Johnson 1999;
Morgan and Hunt 1994).

Several researches suggest that service employees with
whom the customer interacts are able to confirm and build
trust in the organization (e.g., Oliver and Swan 1989;

Zeithaml and Bitner 2000). From a theoretical perspective,
it can be argued that consumers may initially require more
assistance in understanding the attributes and benefits
associated with their consumption because of the uncer-
tainty and lack of knowledge associated with the service
encounters. Consequently, based on Petty and Cacioppo
(1986), we expect that actions on the part of the service
representative, such as taking an interest in the customer
and respecting him/her, will facilitate the communication
of service-related information, thereby increasing con-
sumers’ understanding of how the service operates. Fur-
ther, these qualities should reduce interpersonal barriers
and raise comfort levels, thereby alleviating perceptions of
“riskiness” and contributing toward the establishment of
trust in the service representatives, and in turn, in the
company. As for the empirical evidence, results from
Barnes (1997) suggest that actions included in the social
regard construct, such as respecting the customers,
increased relationship strength. Relationship strength, in
turn, has been conceptualized by some researchers as a
higher order construct consisting of trust among other
variables (e.g., Bove and Johnson 2001). In addition, car-
ing behaviors (e.g., genuine concern for the customer’s
well being) have been found to have a positive influence on
trust (Gremler et al. 2001). Based on the above discussion,
we hypothesize that

H2 Perceived employee’s social regard toward the cus-
tomer is positively related to customer trust in the
organization.

Word of mouth. Word of mouth can be defined as con-
sisting of “informal communications directed at other
consumers about the ownership, usage or characteristics of
particular goods and services and/or their sellers” (West-
brook 1987, p. 261). WOM is particularly important in the
service industries, because customers often perceive high
levels of risk and have difficulty in evaluating a service
encounter (Gremler 1994). Moreover, prior research argues
that WOM can be considered as an approach to loyalty
conceptualization (Butcher et al. 2001). Although pre-
liminary findings from Butcher et al.’s (2001) suggest that
social regard does not influence customer loyalty, there is
some empirical evidence favoring the effect of employee’s
social regard on WOM. For instance, results from the
qualitative study of Bitran and Hoech (1990), in the context
of an electronic equipment company’s repair hotline ser-
vice, indicated that “a customer who had been treated
respectfully seemed more inclined to express his or her
satisfaction” (p. 95). Similarly, findings from Dotson and
Patton (1992), on consumer perceptions of department
store services, revealed that when customers felt valued in
the transaction, they were more likely to continue doing
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business with the store. Later, Mittal and Lassar (1996)
found a positive and significant effect of personalization on
positive WOM. Therefore, we hypothesize the following:

H3 Perceived employee’s social regard toward the cus-
tomer is positively related to customer’s positive WOM.

Relationships Among the Outcome Variables (Indirect
Effects)

There is a long-term orientation in the variable of trust,
since it is also conceptualized as “a cumulative process that
develops over the course of repeated, successful interac-
tions” (Nicholson et al. 2001, p. 4). A highly satisfying
experience with the service organization may not only
reassure the customer that his or her trust in the service is
well placed, but also enhance it (Singh and Sirdeshmukh
2000). That is, as Geyskens et al. (1999, p. 227) point out
“satisfaction (which develops in the short run and is a
report of past interactions) positively influences trust
(which takes relatively longer to develop and has a more
expectational quality to it)”. From an empirical perspec-
tive, results from the meta-analysis developed by Geyskens
et al. (1999) in marketing channel relationships support the
link between customer satisfaction with the organization
and trust in the organization. Even though Johnson and
Grayson (2005) found only partial support for the rela-
tionship between satisfaction and trust, recent findings
from the services marketing literature reveal that satisfac-
tion positively influences trust (e.g., Roman 2003; Roman
and Ruiz 2005; Wiertz et al. 2004). For example, Roman
and Ruiz (2005) found that customer satisfaction leads to
higher levels of customer trust in a sample of 630 relational
bank customers. Because it is directly linked to meeting
expectations, satisfaction over time reinforces the per-
ceived reliability of the firm and contributes to trust (Singh
and Sirdeshmukh 2000). Accordingly, we hypothesize that

H4 Customer’s satisfaction with the company is posi-
tively related to customer’s trust in the company.

Empirical evidence about the relationship between sat-
isfaction and WOM has yielded inconsistent findings.
Some studies find a positive influence of satisfaction on
WOM (e.g., Bettencourt 1997; Bolton and Lemon 1999;
Verhoef et al. 2002), whereas others found no significant
relationship (e.g., Arnett et al. 2003; Bettencourt 1997;
Reynolds and Beatty 1999). Yet research suggests that
when a marketer delivers high satisfaction to consumers,
the expectation is that the consumers will spread positive
WOM (Brown et al. 2005; Hennig-Thurau et al. 2002). The
positive effect of satisfaction on WOM can be explained by
the fact that satisfied customers highly value the offered
services (Bolton and Lemon 1999). For this reason, they
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will be more inclined to behave in a way that is beneficial
to the company. Hence, we expect that

HS5 Customer’s satisfaction with the company is posi-
tively related to customer’s positive WOM.

Trust is generally viewed as an essential ingredient for
successful relationships (Morgan and Hunt 1994). In fact,
loyalty to the firm will be greater when consumers have
perceptions of trust or confidence in the service provider
(Hennig-Thurau et al. 2002). For example, Berry (1995)
argued that “customers who develop trust in service sup-
pliers based on their experiences with them... have good
reasons to remain in these relationships™ (p. 242). Trust has
been associated with many pro-firm related behaviors
(Ganesan 1994; Morgan and Hunt 1994). In the services
literature, earlier research reveals that trust has a positive
influence on WOM (Gremler et al. 2001; Verhoef et al.
2002). Accordingly, we hypothesize the following:

H6 Customer’s trust in the company is positively related
to customer’s positive WOM.

The Moderating Role of Length of Relationship

Length of relationship refers to the amount of time (in
years) that a customer has worked with a service provider.
This conceptualization is consistent with extant marketing
research (Cooil et al. 2007; Coulter and Coulter 2002;
Ensher et al. 2001). Several studies show that “new”
customers differ from those who have for long been a client
of their company (“old” customers) with respect to a
number of aspects, such as the way of forming satisfaction
and trust (e.g., Coulter and Coulter 2002; Gounaris and
Venetis 2002; Mittal and Katrichis 2000; Nicholson et al.
2001). Some studies show that longer relationships are
prone to negative influences that dampen the positive
effects of relationship marketing activities (Grayson and
Ambler 1999; Moorman et al. 1992). Hence, as relation-
ships become longer, investments in certain social and
economic resources may have diminishing marginal
returns. On the contrary, younger buyer—seller relationships
need more frequent interactions than older relationships
because such interactions help buyers to acquire important
information (Nicholson et al.). That is to say, the more
encounters the customer has with the service provider, the
more information is accumulated about the service offering
and the company.

We expect that during the early stages of a service
relationship, when the customer is unfamiliar with the
service, personal delivery factors such as deference,
respect, and genuine interest become important cues on
which inferences of satisfaction and trust are made. In
addition, these factors may signal the service employees’
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interest in the customer and the value they place on the
customer, facilitating the achievement of positive out-
comes for the service company, such as increased levels of
customer satisfaction and trust (Nicholson et al. 2001). As
customers gain more direct service experience, these fac-
tors become less relevant as “surrogate cues” on which to
base satisfaction and trust evaluations. For example, find-
ings from Butcher et al. (2001), p. 321 revealed that
“feelings of comfort arising from employee interactions
are important to early evaluations of service quality and
satisfaction”. In addition, Coulter and Coulter (2002) found
that as relationship ages, the impact of politeness and
empathy on trust decreased. Similarly, drawing on the
marital literature, recent results from Rosen-Grandon et al.
(2004) reveal that the effects of some marital interaction
processes (e.g., communication and intimacy) on marital
satisfaction diminish over time.

H7 The shorter the length of the relationship, the stronger
the effect of perceived employee’s social regard toward the
customer on customer satisfaction with the organization.

H8 The shorter the length of the relationship, the stronger
the effect of perceived employee’s social regard toward the
customer on customer trust in the organization.

There is no previous study, to our knowledge, that has
analyzed the moderating role of length of relationship on
the effect of services employees’ behaviors on WOM.
Nevertheless, we expect that age of the relationship will not
have a moderating effect on the influence of perceived
social regard behaviors on customers’ intentions to make
positive recommendations to others (WOM). Preliminary
evidence from Verhoef et al.’s study (2002) reveal that the
relationship age did not moderate the effect of customer
satisfaction with service employee’s behaviors (e.g., pro-
viding individual attention) on customer referrals. Recently,
Seiders et al. (2005) argued and found support for a non-
moderating effect of length of relationship on the influence
of customer satisfaction with the purchase experience on
repurchase intentions (a construct closely related to WOM).
Accordingly, we formulate the following:

H9 The effect of perceived employee’s social regard
toward the customer on WOM will not vary depending on
the length of the relationship.

Methodology

Data Collection and Samples

Data were gathered from customers of two service indus-
tries (financial services and hair salon services) in a

medium-sized city located in the south east of Spain. The
characteristics of these services carry a certain level of
employee—customer interaction in terms of social bonding
that is necessary to testing our conceptual model (Auh
2005; Roman 2003). This approach follows the research by
Price et al. (1995) who argue that exploratory work is best
conducted in a narrow domain, which can be explored
thoroughly. Further, focusing on two industries facilitate
the testing of hypotheses while reducing the chance that the
results will be confounded by exogenous variables (Petti-
john et al. 2000).

In-depth interviews were first carried out with consum-
ers of financial services as well as hair salon services in
order to get a better understanding of the research vari-
ables. Additionally, two separate pretests using customers
from both types of services were used to assess survey
format and improve measures. As shown in Table 1, items
were slightly modified to suit the specific context of the
questionnaire usage (either financial services or hair salon
services).

The first survey was conducted by telephone with a
random sample of 154 financial service consumers, who
were living in this Spanish city. Hundred and fifty cus-
tomers answered the telephone survey completely. As in
previous research (e.g., Ganesh et al. 2000), respondents
were first asked two screening questions to check whe-
ther they currently had an account (any type) with a bank
and qualify them as the household decision maker
regarding banking services. Also, because some custom-
ers were likely to have accounts in multiple banks, the
respondents (in such cases) were specifically requested to
answer all the questions with respect to their primary
bank. Fifty-four percentage of the respondents were
female, 50% of them were between 26 and 45 years old,
and 32.7% had a college degree. They had been working
with their main bank an average of 16.5 years. There
were 54.7% customers engaging with more than one
bank, and 70.4% of those polled went to the bank twice
or more per month.

Data for the second survey were gathered by means of
personal interviews in a variety of locations (i.e., neigh-
bourhoods, mall intercept) during 4 weeks. Because some
customers are likely to use more than one hair salon,
interviewers requested respondents (in such cases) to
think about the hair salon they regularly go. The final
sample comprised 331 respondents (of 357 recruited) who
completed the questionnaires, 61% of the respondents
were females. Forty-two percentage of them were
between 26 and 45 years old, and 46% had a college
degree. They had been using their main hair salon an
average of 5.2 years. There were 47.4% customers visit-
ing more than one hair salon and 62% of those polled
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Table 1 Measurement summary

Item description A

Financial services

Hair salon services

Employee’s social regard

1. Employees of my bank/hair salon are most 0.89 (13.58)
courteous to me
2. They show interest in me, as a person 0.76 (10.77)
3. They treat me politely and with respect 0.94 (14.58)
4. The staff that I usually deal with refer to me by 0.55 (7.03)
name/the staff that know me refer to me by
name”
5. They are discreet when discussing my 0.62 (8.22)
financial affairs/when talking to me
Satisfaction with the company
1. I'm happy with my bank/hair salon 0.92 (14.74)
2. I’'m satisfied with this bank/hair salon 0.86 (13.02)
3. I'm delighted with this bank/hair salon 0.94 (15.16)
Trust in the company
1. My bank/hair salon can be relied on to 0.91 (14.33)
keep its promises
2. My bank/hair salon is trustworthy 0.94 (15.26)
3. I feel very little risk is involved when 0.95 (15.41)
dealing with my bank/when going to
this hair salon”
4. I can count on my bank/hair salon to tell 0.88 (13.63)
me the truth
Positive word of mouth
1. I'm willing to talk well about this bank/ 0.95 (15.44)
hair salon to my acquaintances
2. I would recommend my banking services/ 0.96 (16.00)
hair salon to my friends
3. If my friends were looking for a banking 0.97 (16.09)

service/hair salon, I would tell them to
try mine

74(84) = 166.90, p < 0.01 GFI = .87,
CFI = .96, RMSEA = .081,
RMSR = .086, NNFI = .96

0.85 (19.02)

0.80 (17.35)
0.90 (20.83)
0.64 (12.76)

0.93 (22.09)

0.96 (23.40)
0.95 (23.25)
0.90 (21.15)

0.79 (17.23)
0.95 (22.93)
0.95 (23.30)

0.82 (18.05)

0.95 (23.16)
0.97 (24.53)

0.95 (23.38)

72(84) = 301.41, p < 0.01, GFI = .89,
CFI = .99, RMSEA = .081,
RMSR = .082, NNFI = .98

A Factor loading

 t-values in parenthesis

° The item was slightly modified to suit the hair salon-specific context

went to the hair salon once every 2 months or (even)
more often.

Measures

Butcher et al.’s (2003) scale confounds employee actions
with customer feelings, whereas our conceptualization of
social regard only focuses on perceived employee behav-
iors. Accordingly, based on a combination of qualitative
analysis, a review of the relevant literature, and a survey
pretest of the scale (e.g., Matsuno et al. 2002; Mentzer
et al. 2001; Selnes and Sallis 2003), Butcher et al.’s five-

@ Springer

item scale was modified by finally changing the wording of
one item, adding two items,' and dropping two items from
the original scale.

! For the financial services sample: “The staff that I usually deal with
refer to me by name”, which represented an action by which
employees can make the customer ‘feel important’, and “They are
discreet when discussing my financial affairs”, which refers to the
employees’ deference in terms of discretion and thoughtfulness when
dealing with customers. For the hair salon sample: “The staff that
know me refer to me by name” and “They are discreet when talking
to me”.
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As for the remaining scales, all of them consisted of
10-point multiple-item Likert questions, ranging from
“1 = totally disagree” to “10 = totally agree” (see
Table 1). Customer satisfaction with the company was
measured using a three-item scale adapted from Roberts
et al. (2003). Customer trust in the company was assessed
with four items adapted from Ramsey and Sohi (1997),
Verhoef et al. (2002), and Roberts et al. (2003). Based on
Maxham and Netemeyer (2002), WOM was approached by
a three-item scale.

Exploratory factor analysis was performed on all items
that confirmed the unidimensionality of the measures in
both surveys. On the basis of item-total correlations, none
of the items were eliminated (Saxe and Weitz 1982).
Reliability of the measures was confirmed with composite
reliability index and average variance extracted higher than
the recommended levels of .6 and .5, respectively, in both
surveys. The scales were further evaluated through con-
firmatory factor analysis using the maximum likelihood
procedure in LISREL 8.50 (Joreskog and Soérbom 1996).
Convergent validity was assessed by verifying the signifi-
cance of the t-values associated with the parameter esti-
mates. As shown in Table 1, all #-values were positive and
significant (p < .01). Discriminant validity was tested by
comparing the average variance extracted by each con-
struct to the shared variance between the construct and all
other variables. For each comparison, the explained vari-
ance exceeded all combinations of shared variance in both
surveys (see Table 2).

Table 2 Means, standard deviations, scale reliability, AVE, and
correlations

Means SD AVE 1 2 3 4

Financial services (n = 150)

1. Social regard 797 131 .78 .85 .46 .32 .39
2. Satisfaction with the 7.27 1.68 92 .68 .93 .77 .61
company

3. Trust in the company 7.20 1.87 95 .57 .88 .96 .56
4. Positive word of mouth 6.80 2.14 .97 .62 .78 .75 .97

Hair salon services (n = 331)

1. Social regard 826 140 .88 .92 50 .62 .56
2. Satisfaction with the 790 1.60 95 .71 .96 .77 .69
company

3. Trust in the company 795 1.60 92 .79 .88 .93 .62
4. Positive word of mouth 8.26  1.74 .97 .75 .83 .79 .97

Scale composite reliability (Bagozzi and Yi 1988) is reported along
the diagonal. Correlations are reported in the lower half of the matrix.
Share variances are reported in the upper half of the matrix. All
correlations are significant at the 5% level

AVE Average variance extracted

Results
Direct and Indirect Effects

We measured direct and indirect effects using structural
equation modeling (SEM). SEM enables the researcher to
examine authentic models of social science phenomena,
involving multiple variables with complex patterns of
interaction and assess both direct and indirect effects
simultaneously. A SEM model consists of a set of latent
variables representing theoretical constructs, their mea-
surements or indicators, and the interrelationships between
them. Latent variables are those representing theoretical
constructs that cannot be observed directly. Latent vari-
ables are measured by a set of indicators (items), which are
scales in a questionnaire.

The results of the hypothesized structural models yiel-
ded a good fit of the data in both samples (see Table 3). For
example, the CFI and the NNFI were greater than .90 and
the RMSEA and RMSR were not greater than .08 (Hair
et al. 1998). The model explained 46% of the variance in
customer’s satisfaction, 83% of the variance in trust, and
64% of the variance in positive WOM in the financial
services sample and 49, 82, and 74%, respectively, in the
hair salon sample. The data provided support for all the
effects hypothesized in the conceptual model except for H2
and H6, which were partially supported. This is because the
path from social regard to trust was not significant in the
financial services sample, but it was significant in the hair
salon sample. The opposite took place when examining the
path from trust to WOM. Such results will be discussed
later.

In addition to the direct effects, the indirect relationship
between social regard and trust via satisfaction was
examined. The indirect relationship between social regard
and positive WOM via both satisfaction and trust was also
tested. The results indicate a significant indirect path
between social regard and trust in both samples (t-val-
ues = 7.23 and 9.76, respectively). The indirect effect of
social regard on WOM through satisfaction or trust
was also significant in the financial services sample
(t-value = 5.70) and in the hair salon services sample
(t-value = 8.38). Yet in the latter case the indirect effect of
social regard on WOM took place via satisfaction, since the
effect of trust on WOM was not significant.

Moderating Influence of Length of Relationship

We tested whether the impact of social regard on the
relational outcomes was moderated by the length of rela-
tionship through multigroup LISREL analyses. Though
moderated regression analysis is a widely accepted tech-
nique in social research, multiple group LISREL was
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Table 3 Structural equation

model results for hypothesis Paths

Financial services Hair salon services

festing Estimate®
Direct effects
H;: social regard (+) — satisfaction 0.67 (8.49) 0.71 (13.86)
with the organization
H,: social regard (4) — trust in the NS 0.79 (7.35)
organization
Hj: social regard (4) — positive WOM 0.20 (2.44) 0.75 (5.60)
H,: satisfaction with the organization 0.96 (12.37) 0.64 (12.96)
(+) — trust in the organization
Hs: satisfaction with the organization 0.42 (2.29) 0.60 (7.66)
(+) — positive WOM
Hg: trust in the organization 0.26 (1.65) NS
(+) — positive WOM
Indirect effects
Social regard — trust in the 0.65 (7.23) 0.46 (9.76)
organization
Social regard — positive WOM 0.43 (5.70) 0.44 (8.38)

NS not significant

 t-values in parenthesis

72(84) = 166.90, p < 0.01
GFI = .87, CFI = .96,

72(84) = 301.41, p < 0.01,
GFI = .89, CFI = .99,

RMSEA = .08, RMSEA = .08,
RMSR = .08, RMSR = .08,
NNFI = .95 NNFI = .98

considered to be a more appropriate method in this case,
because relationships among latent constructs are
considered.

Both samples were split into two groups (“young rela-
tionships” and “mature relationships”) at the median score
on length of relationship to ensure within-group homoge-
neity and between-group heterogeneity (e.g., De Wulf et al.
2001). The models across the two groups are identical
except that in one analysis, the social regard — dependent
variable (i.e., satisfaction, trust, and WOM) parameter was
restricted to be equal across the two groups (equal model),
while in an alternative, second analysis, this parameter was
allowed to vary across the two groups (more general
model). In the financial services sample, the analyses
showed that the decrease in chi-square distribution when
moving from the restricted (equal) model to the more
general model was not significant in either case. This
indicates that the length of relationship did not moderate
the effect of social regard on customer satisfaction, trust,
and WOM in the financial services sample.

On the contrary, in the hair salon sample, the effect of
social regard on satisfaction was significantly stronger in
the “young relationships” group than in the “mature rela-
tionships” group (y = .88, t = 15.39; y = .55, r = 8.08,
respectively). This was confirmed because the decrease in
chi-square distribution when moving from the restricted
(equal) model to the more general model was significant
(12(1) = 118.05; p > 0.1). Similar results were obtained
when trust was the dependent variable G2 = 9.11;
p > 0.1; “young relationships” group: y = .43, t = 9.08;
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“mature relationships” group: y = .24, t=15.75). As
expected, the length of relationship did not moderate the
effect of social regard on WOM. In summary, length of
relationship moderates the effect of social regard on satis-
faction and trust in the hair salon sample, but not in the
financial services sample, which partially supports H7 and
HS8. H9 was supported since no moderating effect was found
in either sample when WOM was the dependent variable.

Discussion of Findings and Implications

The current study further explores the role of noncore
dimensions of service provision with an emphasis on how
the customer is treated and whether such treatment is
important to service evaluations. More specifically, we
examined the direct and indirect effects of this behavior on
customer satisfaction with the company, trust in the com-
pany and positive WOM in two different service industries:
financial services and hair salon services. Furthermore, the
moderating role of length of relationship was analyzed.
Overall, our research contributes to the services mar-
keting literature in two ways. First, it expands significantly
on the work of Butcher et al. (2003), by analyzing the
effect of social regard on the customer—firm relationship in
two different settings: financial services and hair salons.
Our findings support the notion that customers’ perceptions
of employee’s social regard play a key role in enhancing
relational outcomes at the company level. More specifi-
cally, we found a strong and positive association between
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perceived employee’s social regard and satisfaction with
the company (H1). Similarly, social regard positively and
directly influenced WOM (H3). Interestingly, social regard
had a direct and positive influence on trust in the hair salon
sample, but we found no significant effect in the financial
services sample. Consequently, H2 was partially supported.
A plausible explanation of the different results obtained
may be related to the service setting where data were
gathered. That is, hair salons are services high in experi-
ence qualities, whereas financial services are high in cre-
dence qualities. The first ones can only be discerned after
purchase or during consumption, whereas the second ones
are characteristics that the customer may find impossible to
evaluate even after purchase and consumption (Zeithaml
and Bitner 2000). More specifically, “services high in
credence qualities are the most difficult to evaluate because
the consumer may be unaware of or may lack sufficient
knowledge to appraise whether the offerings satisfy given
wants or needs even after consumption” (Zeithaml and
Bitner 2000, p. 31). In such a context, the responsive,
courteous, and caring behavior of the service provider is
likely to have a direct effect on satisfaction but not on trust.
Such behaviors may be less of a requirement but function
instead as value-added service attributes that affect satis-
faction (Crosby and Stephens 1987), and therefore not be
a priority when choosing among services in a risky pur-
chase situation. Then, a satisfactory experience with
recurring interaction with the service provider strengthens
customer confidence. That is to say, consumers tend to use
their own satisfying experience as an indicator of credence
qualities of the service (Mittal 2004), and consequently, as
a determinant of trust.

Nevertheless, in hair salons, attributes of service pro-
viders—such as responsiveness and deference—can be
easily assessed through personal interactions with service
providers, and as such are experience attributes that can
determine customer trust in the service provider (Mittal
2004) For example, results from Ostrom and lacobucci
(1995) revealed that friendliness was more important for
experience services than for credence services. Sharma and
Patterson (1999), in the context of financial services, found
that technical quality (i.e., the competency of the service
provider in achieving the best return of investment for the
client at acceptable levels of risk) was much more impor-
tant in explaining customer trust than functional quality
(i.e., the responsive, courteous, and caring behavior of the
service provider). Similarly, research has shown that con-
sumers use a higher level of impersonal information
sources to reduce perceived risk—and consequently to
increase trust—when buying credence services as opposed
to experience services (Mitra et al. 1999).

As for the indirect effects, social regard influenced trust
indirectly through satisfaction (H4). We found a significant

association between satisfaction with the service company
and trust. This emphasizes the importance of satisfaction as
a mediating construct and suggests that satisfaction may be
regarded as a building block for customer trust. Moreover,
on the one hand, this is consistent with the conceptuali-
zation of satisfaction as an immediate response to con-
sumption and trust as a more long-term relationship
characteristic (Geyskens et al. 1999). In addition, customer
satisfaction (HS) influenced WOM in both service settings
but trust had a significant influence on WOM only in the
financial service context. Once again, this result may be
explained by the qualities that characterize each service. It
seems that when customers have serious difficulties in
evaluating the service characteristics, trust becomes an
important determinant of WOM. In this sense, earlier
research suggests that the role of trust in developing loyalty
is more relevant in credence services as opposed to expe-
rience services (Hsieh et al. 2005). But more importantly,
our results are consistent with Harrison-Walker (2001) who
found that customers’ perceptions of service provider’s
reliability, responsiveness, and assurance influenced WOM
in the veterinary industry (a credence service) but not in the
hair salon industry.

The second contribution of the study is related to the
analysis of the moderating effect of length of relationship.
In the hair salon sample, as expected, the length of rela-
tionship moderated the effect of social regard on customer
satisfaction and trust, but not on WOM. In the financial
services sample, consistent with H9, we found no moder-
ating effect of length of relationship on the influence of
social regard on WOM. Nevertheless, and contrary to
expectations, the effects of social regard on satisfaction and
trust were not moderated by length of relationship. These
results can be explained by the characteristics of the
financial services sample. This sample can be considered as
a relatively mature sample in terms of the number of years
that respondents had been associated with their main bank
(mean = 16.5,>SD = 1.9). On the contrary, the hair salon
sample was a more suitable sample in order to test for the
moderating effects of length of relationship (mean = 5.2,

2 We looked for further descriptive sample evidence to support this
explanation. Differences of satisfaction (mean = 7.35, standard
deviation = 2.22 in the “mature” group; and mean = 7.06, standard
deviation = 1.57 in the “young” group) and trust (mean = 7.46,
standard deviation = 1.85 in the “mature” group; and mean = 7.12,
standard deviation = 1.51 in the “young” group) levels in each sub-
sample were not significant. Even though the mean values of
relationship length are significantly different (mean = 28, standard
deviation = 8.9 in the “mature” group; and mean = 8, standard
deviation = 4.5 in the “young” group), we have to take into account
that the mean value of relationship length (8 years) is quite high even
in the “young” sub-sample. For example, testing for a similar
moderating analysis, Liu et al. (2005) distinguished between a short
relationship sub-sample (less than 3 years) and long relationship sub-
sample (3 years or more).
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SD = 6.4), as opposed to a mean of 16.5 years
(SD = 11.9) in the financial services sample. Overall, our
results provide partial support for H7 and H8 and full
support for H9, suggesting that customers who have long-
standing relationships with service providers may need
fewer social interactions to maintain their levels of satis-
faction and value.

The introduction of new technologies is rapidly chang-
ing the nature of the service business (Koernig 2003).
Although personalized interaction is time consuming for
employees, our findings indicate that social regard behav-
iors are an effective way to strengthen the firm’s relation-
ships with their customers. Moreover, being respectful and
attentive to customers is a low-cost approach to building
and maintaining a customer database (Dubinsky 1994).
Consequently, we encourage companies to strengthen
employees’ social regard behaviors.

Social regard represents an important construct to take
into account in the strategic management of human
resources. Aspects of staff training must be affected by the
findings from this study. Employers need to teach and show
employees how to treat customers with respect and dignity.
Specifically, training programs may need to be upgraded.
For instance, this training may be contrary to the classic
flight attendant training based on “Your smile is your
biggest asset... Really smile” (Hochschild 1983, p. 4), as it
should point out that the customers value employees’
genuineness behavior. In addition, service firms may wish
to empower their staff to behave according to social regard,
achieving the goal of making the customer feel well
regarded. Employees could be encouraged to monitor and
adapt to different customer under different circumstances
rather than follow a fixed script. Employees’ social regard
should be evaluated and rewarded, as a way to encourage
this behavior among frontline employees. Finally, we
suggest services companies to encourage social regard
behaviors at the early stages of the relationship, whereas
offer-related service representative characteristics (e.g.,
competence, promptness, and reliability) should be
emphasized in longer relationships. The previously dis-
cussed implications should be viewed within the limita-
tions of this study. Our study has been developed in a
high-context culture country. Social features of the service
offering might be more important in a high-context culture
country than in a low-context culture country. Low-context
cultures rely on formal communication that is often ver-
bally expressed. The social context of interactions is rela-
tively less important (Hall 1976). Instead the emphasis is
on promptness, saving time, and keeping to schedules. In
high-context cultures, less information is contained in
verbal expression, since much more is in the context of
communication, which includes information such as the
individual background, associations, values, and position in
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society (Keegan 1989). Accordingly, we encourage further
research to compare the effects of social regard on cus-
tomer relational outcomes between a high-context culture
country and a low-context culture country.

This study focused on length of relationship because it
represents an investment both parties make in the rela-
tionship (Kim and Ahn 2006). Because longer relationships
are qualitatively different than shorter ones, there is value
in research that focuses specifically on either type of
relationship in order to understand better the dynamics of
each. Yet further studies may investigate the moderating
role of other variables such as depth or closeness of the
relationship. These variables will characterize customer
relationship with a service firm, distinguishing strong,
warm, positive customer relationships from weak, indif-
ferent (absent), or even negative relationships.

We have focused on the customer’s perspective, though
further studies of social regard could investigate the con-
struct from the perspective of the service provider.
Research on this topic might take a dyadic approach,
considering differences between service provider and cus-
tomer perceptions of social regard, and thus analyzing how
social regard—as perceived by the service provider—
influences the quality of the relationship—as perceived by
the customer.

In summary, our findings highlight the importance of
treating the customer (a) as any person would like to be
treated and (b) that is with respect and courtesy (Aaker
1991).
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