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Abstract Two studies were conducted to test the impact of customer dissatisfaction
and social status on service performance. Study 1 was a scenarios study showing
that the negative impact of customer dissatisfaction on self-esteem was stronger for
high-status customers compared to low-status customers. Study 2 was a field
experiment involving 50 telephone service interactions with retail clothing store
employees. Results show that the negative impact of dissatisfaction on civility was
stronger for high-status customers compared with low-status customers. The results
highlight the gap between organizational policies regarding the management of
customer dissatisfaction and front-line employees’ actual reactions to informal
expressions of dissatisfaction, as well as the impact of social status on the quality of
service provided to customers.

Keywords Customer satisfaction - Social status - Feedback - Service
performance - Civility

1 Introduction

High-quality service increases customer satisfaction and loyalty, encourages
positive word-of-mouth, and ultimately contributes to organizational success
(Becerril-Arreola et al. 2017; Lam et al. 2017). A prevalent organizational criterion
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of performance quality is customer satisfaction with the service (Delcourt et al.
2016). From the management’s point of view, employees should consider customer
feedback and adapt performance accordingly to ensure customer satisfaction and
loyalty (Hult et al. 2017). This is especially important when customers express
dissatisfaction with the service, because the quality of service recovery is critical for
future customer loyalty and positive word-of-mouth (Cunliffe and Johnston 2008;
Hogreve et al. 2017; Tektas 2017; Uruefia and Hidalgo 2016). Moreover, for service
organizations, high-status customers are especially valuable and often receive
preferential treatment (Eggert et al. 2015; Dréze and Nunes 2008; Lacey et al. 2007,
Pez et al. 2015), which should be extensive in the case of dissatisfaction.

However, customer dissatisfaction with the service is often not dealt with through
formal organizational channels, but rather informally via first-line employees,
during ongoing service interaction (Frey et al. 2013; Walsh et al. 2015). In such
cases, the impact of employees’ personal inclinations might be more prominent than
that of organizational guidelines, especially when the expression of dissatisfaction
addresses the employee’s service performance, rather than general organizational
performance. A customer’s expression of dissatisfaction with the employee’s
performance constitutes negative feedback, which might stimulate negative
reactions on the part of the employee (Steelman et al. 2004; Traut-Mattausch
et al. 2015), instead of motivating him/her to make extra efforts to provide high-
quality service. Furthermore, the impact of feedback depends on the target’s
perception of the source of the evaluation, in terms of competence, credibility, and
status (Chun et al. 2014). Therefore, feedback evaluation in the form of expressed
dissatisfaction, conveyed by a more valued source (e.g., a high-status customer), has
more impact than feedback that comes from a low-status customer.

The present study aims to elaborate the understanding of the antecedents of
service performance and addresses several gaps in service research. While the
majority of studies on service performance have focused on the impact of
organizational variables, such as leadership, employee training, or climate (e.g.,
Chen et al. 2015; Nasurdin et al. 2015), surprisingly little is known about the impact
of customers on employees. Yet, the interactive nature of the service role implies
that first-line employees’ performance is affected by customers as well as by
management (Cambra-Fierro et al. 2015; Subramony and Pugh 2015; Thuy 2016).
First-line employees experience daily customers’ expressions of dissatisfaction,
provided personally and spontaneously (Frey et al. 2013; Walker et al. 2014; Walsh
et al. 2015), and often eliciting emotions on both sides. Exploration of the impact of
customer dissatisfaction will highlight the role of a prevalent, yet understudied,
experience in service jobs.

By exploring the impact of customer social status on service performance, the
study also contributes to the area of discrimination in the service context. Theories
of social categorization and stereotypes (McGarty et al. 2002; Tajfel 1981) suggest
that perception of differences among people is a major attribute of interpersonal
relationships, impacting attitudes, emotions, and behavior. Social status was found
to have a major impact on others’ attitudes and behavior in numerous contexts
(Koch et al. 2016). Yet, while previous research has explored the impact of many
characteristics such as race and gender (e.g., Brewster et al. 2014), very little is
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known about the effect of the customer’s social status on service employees.
Finally, previous studies have separately explored the impact of customer
dissatisfaction and customer characteristics (e.g., Traut-Mattausch et al. 2015;
Vilnai-Yavetz and Gilboa 2014). The present study elaborates the understanding of
customer impact by exploring the combined effect of dissatisfaction and social
status, highlighting the extent of congruence between organizational interests
regarding the treatment of dissatisfied high-status customers and employee service
recovery inclinations in this context.

The paper presents two studies exploring the impact of customer dissatisfaction
and social status. Study 1 is a scenarios study which tested the impact of the
manipulations of customer dissatisfaction and status, and measured employee state
self-esteem. Study 2, a field experiment, was conducted with telephone interactions
with employees clothing and shoe store retail chains, manipulating customer
dissatisfaction and social status and using unobtrusive measures of performance.

2 Literature review and conceptual framework
2.1 Dissatisfaction with the employee’s service performance

Service performance reflects service employees’ proficiency in fulfilling the core
parts of their role through application of service standards (Liao and Chuang 2007),
involving behaviors such as responsiveness, courtesy, efficiency, and empathy
(Parasuraman et al. 1991). In addition to the instrumental aspects of providing a
service (i.e., task-related performance), employees are expected to create interper-
sonal connections with customers even during brief, one-time interactions (Lam
et al. 2017), and to manifest pro-social behavior towards them (Tsaur et al. 2014).

Service organizations’ motivation to satisfy customers often generates the notion
that customers are entitled to make demands, while simultaneously communicating
the deference and submission expected from service employees (Zboja et al. 2016),
and using customer satisfaction as a criterion for evaluating and rewarding
employees’ performance. This approach is especially salient in the case of customer
dissatisfaction, which signals to the organization that there is a problem that requires
fixing. Management often views the negative feedback provided by complaining
customers as valuable information that may be used to improve service quality
(Song et al. 2016), because successful service recovery is crucial for customer
retention (Cai and Chi 2018; Uruefia and Hidalgo 2016). Thus, while service
employees are always expected to display empathy and civility, and to make an
effort to satisfy the customer, such behaviors are especially critical when customers
are dissatisfied. Even though employees experience negative emotions as a result of
customers’ expression of dissatisfaction (Traut-Mattausch et al. 2015), service
organizations present employees with emotional display rules that require the
suppression of such negative emotions and the display of only positive emotions
(Hochschild 1983). To ensure high-quality service, management also systematically
conducts customer evaluations (e.g., through surveys) and presents the feedback to
employees through formal channels (Frey et al. 2013).
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However, employees might find it difficult to comply with organizational
requirements regarding reactions to customer dissatisfaction. Previous research
indicates that expression of dissatisfaction with the employee’s service performance
constitutes negative feedback, which might stimulate negative reactions (Fong et al.
2017; Traut-Mattausch et al. 2015). Additionally, empirical research based on social
exchange theory (Blau, 1964) suggests that employees might want to reciprocate the
unpleasant behavior of dissatisfied customers by also behaving unpleasantly and
reducing their efforts, both in regard to the task itself and in the regulation of
displayed emotions (Skarlicki et al. 2008). Thus, we hypothesize that while service
organizations promote the notion of recovering customer satisfaction by demon-
strating a high level of service quality, customer expressions of dissatisfaction
stimulate less favorable behaviors on the part of employees.

H; Employees interacting with a customer expressing dissatisfaction with their
service performance will subsequently manifest less effort and civility than
employees interacting with a neutral customer.

2.2 Customer categorization by social status

Categorization is the cognitive process by which people detect differences and
similarities among members of groups. According to categorization theory (Tajfel
1981), social categorization process leads to stereotypes, a relatively enduring
system of interrelated concepts that inform perceptions of members of certain
groups (McGarty et al. 2002, p. 7). Stereotypes help in explaining the social world
by saving time and effort and by accentuating characteristics that are important from
the perceiver’s viewpoint (McGarty et al. 2002). For service employees, customer
status is often an important categorization parameter. As status refers to a socially
recognized ranking, which entails prestige, power, or entitlement (Dréze and Nunes
2008), service organizations often grant preferred treatment to high-status customers
(Pez et al. 2015). Preferential treatment is defined as the practice of giving selective
customers’ elevated social status recognition and/or additional or enhanced products
and services, above and beyond standard firm value propositions (Lacey et al. 2007).
While the preferential treatment provided to high-status customers is often reflected
in tangible benefits, selected customers also receive preferential treatment
associated with the service process (e.g., first class airline travelers). Furthermore,
research in the area of discrimination implies that service employees’ performance
is significantly affected by the customer’s visible characteristics, which give rise to
stereotypes and prejudice. Service employees were found to discriminate on the
basis of age (Wilson et al. 2017), gender (Gonzalez-Pascual et al. 2017), race
(Brewster et al. 2014), obesity (Lee and Pausé 2016), and sexual orientation
(Andersen et al. 2017). Research suggests that social status significantly affects
stereotypes preceding discrimination. Status disparities reflect hierarchical relation-
ships between people arising from a cultural belief that people belonging to one
social group are more esteemed than those who belong to another group (Ridgeway
and Fisk 2012). In the service context, customer attire indicating social status was
found to affect service quality (Vilnai-Yavetz and Gilboa 2014). Service providers
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also tend to discriminate in their service delivery by providing better service to
customers who are members of groups thought to be good tippers (Brewster 2013),
or by providing illegal help to wealthy customers compared to non-wealthy
customers (Gino and Pierce 2010).

H, Employees interacting with a high-status customer will manifest more effort
and civility than employees interacting with a low-status customer.

2.3 The combined effect of customer dissatisfaction and social status

Status affects customers’ inclination to provide feedback regarding their satisfaction
with the service they receive. Customers from higher-education and occupation
groups are more likely to recognize a service problem (and take action when they
are dissatisfied compared to customers of lower status (Luria et al. 2016).
Furthermore, high-status individuals tend to feel more entitled (Wetzel et al. 2014)
and have inflated expectations regarding employee compliance with their demands.
Chiou et al. (2009) found that privileged customers were more likely to expect
airline personnel to comply with their demands, even when their demands were
unreasonable. The authors suggest that these expectations are engendered by the
preferential service provided to high-status customers by service employees. These
studies suggest that employees might be more likely to attribute an expression of
dissatisfaction by high-status customer to a sense of entitlement, compared with
dissatisfaction expressed by a low-status customer, reinforcing a negative view on
the part of the employee (Yagil and Luria 2014). Thus, we suggest that high status
will intensify the negative impact of expressed dissatisfaction. While employees are
expected to provide better service to high-status customers, we suggest these
customers are also “punished” more than low-status customers when they
informally express dissatisfaction.

H; The effect of customer dissatisfaction on employee effort and civility will be
stronger for high-status customers than for low-status customers.

Individuals with higher social status are perceived by others and by themselves as
having higher efficacy. At the core of these distinctions is a cultural perception of
group differences in relation to esteem and competence, maintained through
behavioral differences expressed in interpersonal interactions (Ridgeway and Fisk
2012). The weight recipients give feedback is significantly influenced by
characteristics related to the source of the feedback, with more weight given when
the feedback source is viewed as competent and credible (Steelman et al. 2004).
Regarding service interactions, especially if they are one-time interactions,
customer competence and credibility may be inferred from cues about the
customer’s social status, because individuals of higher status are perceived as
having greater efficacy and competence (Nelissen and Meijers 2011). Expressions
of dissatisfaction with the employee’s performance might challenge a positive view
about oneself which, in turn, leads to defensive responses, such as degrading service
(Traut-Mattausch et al. 2015). As the feedback of high-status customers is given
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more weight (Steelman et al. 2004), the insult to self-esteem is likely to be stronger
compared with the negative feedback provided by low-status customers.

H,; The effect of customer dissatisfaction on employee state self-esteem will be
stronger for high-status customers than for low-status customers.

The hypotheses were tested with two studies. Study 1 tested the hypothesis
regarding the effect of social status and dissatisfaction on employee self-esteem
with scenarios and measured the impact of the manipulations of customer
dissatisfaction and social status. Study 2 was a field experiment, testing the
hypotheses regarding employee effort and civility. These performance aspects were
selected for several reasons. First, because first-line employees’ reactions to
customers are often restricted by organizational rules (Hochschild 1983), their
reactions to customer feedback are not likely to be reflected in salient behaviors
(e.g., the refusal to serve), but rather in subtle behaviors that cannot be held against
them, such as reducing their level of civility. Additionally, these aspects of
performance can be defined in terms of observable acts that can be quantified.
Lastly, we selected performance dimensions that represent task-related behaviors
(effort), as well as interpersonal behaviors (civility). While employee civility is
affected by organizational norms, research indicated that civility is also significantly
affected by customer behavior (Stock and Bednarek 2014; Walker et al. 2014).

3 Study 1

Because the field study was conducted with unobtrusive measures, a preliminary
study was conducted to validate the impact of the independent variables by testing
the manipulations. Another purpose of this study was to explore the impact of
customer dissatisfaction and social status on employees’ state self-esteem. We
presented respondents with scenarios describing the same manipulation employed in
Study 2, tested the effect of the manipulations and measured state self-esteem.

3.1 Methodology
3.1.1 Participants

The sample consisted of 117 undergraduate students enrolled in an introductory
course who volunteered to participate in the study. Of the participants, 55% were
women, with a mean age of 24 (SD = 1.70). All participants had experience (mean
tenure 1.9 years, SD = 1.46) working in service jobs (e.g., at call centers,
restaurants, convenience stores). In this study, as well as in Study 2, sample size
was determined via a priori power analysis using G*Power software package (Faul
et al. 2009) to ensure 80% power to detect a large effect size, f, of .4 at p < 0.05.
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3.1.2 Procedure

We randomly assigned participants to the following four conditions in a 2 x 2
between-subjects design: Customer feedback: dissatisfaction versus neutral;
customer social status: high versus low. The following instructions were given to
the participants: “You will read a description of a service interaction. Please try to
put yourself in the place of the employee and think how you would feel and what
you would do in this situation. After reading the scenario, you will be asked to react
as though you were the employee.”

The instructions were followed by a description of the service context: “You
work in a clothes shop. A customer phones the store, asking you whether the store
has in stock a specific blue shirt with white buttons, which she saw in the website
store catalog. You checked for the specific shirt and after giving her an answer she
replies.”

Participants subsequently read descriptions of the customer service scenario,
corresponding to their respective conditions. Specifically, participants in the
dissatisfaction condition read that the customer gave the following feedback: “Why
is it taking so long? I explained that I’'m busy! I asked for something simple, why is
it such a big deal? This is bad service.” Participants in the neutral condition read
that the customer said: “I need to think it over. I’'m not sure which shirt looks better.
I will think about it and get back to you. Thanks, bye.”

Customer status was manipulated through the customer’s self-presentation.
Participants in the high-status condition read that the customer presented herself as
“Doctor (last name)” and explained why she was making the inquiry by phone by
saying “Since I am a physician and am constantly seeing patients, I need to save
time.” Participants in the low-status condition read that the customer presented
herself using her first name and said: “I’m a manicurist working in a beauty salon
and because I am constantly seeing clients I need to save time.”

3.1.3 Measures

Self-esteem was measured a 6-item scale (Heatherton and Polivy 1991): “Confident
about my abilities”; Frustrated or rattled about my performance (R);”I feel good
about myself”’; “Worried about what the customer think of me”(R); “Pleased with
my qualities”; “Concerned about the impression I am making” (R).

Participants were asked to indicate on a 7-point Likert scale (1 = “not at all;”
7 = “extremely high”) what they are feeling at this moment (after reading the
customer’s response). Cronbach’s alpha reliability was 0.90.

Manipulation checks Two questions were presented to explore whether the
descriptions in the scenarios had the desired effect (e.g., respondents receiving the
“dissatisfaction” description perceived the customer to be more dissatisfied than
respondents receiving the “neutral” description). Customer feedback was tested
with the question: “To what extent did the customer express dissatisfaction with the
service?” Individuals responded to each item by using a 7-point scale (1 = “not at
all,” 7 = “very much”). Customer social status was tested with the question: “How
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Fig. 1 The effect of customer dissatisfaction and social status on employee state self-esteem

would you evaluate the customer’s social status?” Individuals responded by using a
7-point scale (1 = “low,” 7 = “high”).

3.2 Results and discussion

Participants in the dissatisfaction condition evaluated the customer as providing
more negative feedback (M = 5.28, SD = 2.42) than participants in the neutral
condition (M = 1.91, SD = 1.11) (¢ = 9.78, p < 0.01). Additionally, participants in
the high-status condition evaluated the customer’s status as higher (M = 5.38,
SD = 1.66) than participants in the low-status group (M =247, SD = 1.19)
(t=13.23, p < 0.01).

Hypothesis 4 was tested using ANOVA with feedback content and social status as
the independent variables and state self-esteem as the dependent variable. A
significant interaction was found for feedback and status on state self-esteem
(F(1,115) = 3.78, p < 0.05, 112 = 0.03). The results of planned contrasts tests show
that, as predicted, for high-status customers participants’ state self-esteem was
significantly lower in the dissatisfaction condition than in the neutral condition
(#(59) = — 3.55, p < 0.01, one-tailed, 172 = 0.37). In contrast, for low-status cus-
tomers there was no significant difference between the conditions (#(54) = — 1.313,
n.s). The results displayed in Fig. 1 support the notion that, because high status grants
the customer more credibility than low status, negative feedback provided by high-
status customers is particularly detrimental to employees’ self-perception.

4 Study 2
4.1 Methodology
4.1.1 Sample and research setting

The sample consisted of 50 telephone interactions with employees (80% women)
from 50 stores in nine large Israeli clothing and shoe store retail chains. These
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chains have catalogs on the internet, which were used in the interaction with
employees.

4.1.2 Procedure

Service interactions were conducted by a research assistant who called a store,
presented herself as a customer, and asked the employee to find out whether the
store had a specific item from the chain’s catalog in stock, i.e., clothes or shoes in
various sizes, colors, and fabrics. Each interaction consisted of two requests (e.g.,
asking for a larger size and then for a different color). If the required item was
immediately found, the research assistant was instructed to ask questions related to
the care of the clothing items (e.g., washing instructions). Service interactions were
randomly assigned to the following four conditions in a 2 x 2 between-subjects
design: Customer feedback and customer social status.

Customer feedback was manipulated through the research assistant’s comments
to the employee. In the dissatisfaction condition, the research assistant used the
following phrases: “Why is it taking so long?”; “Can’t you hurry?”; and “I asked
for something simple, why is it such a big deal?”. A neutral reaction consisted of
brief non-evaluative responses to the employees’ action: “OK”; “I understand”;
“Thank you.”

Customer social status was manipulated through presentation of the “cus-
tomer’s” profession (Fiske and Dupree 2014). In the high-status condition, the
research assistant presented herself as “Doctor (surname).” After asking the
employee to look for the catalog item, she explained why she was contacting the
store by phone, saying: “Since I am a physician and I am constantly seeing patients,
I need to save time.” In the low-status condition, the research assistant presented
herself using her first name and, after asking for an item, said: “I’m a manicurist
working in a beauty salon and because I am constantly seeing clients I need to save
time.”

4.1.3 Measures

Employee effort was measured by the number of actions involved in trying to
comply with the customer’s request. Mohr and Bitner (1995) claimed that in
common sense terms, employee effort is equated with “really trying,” with “putting
a lot into” the situation. Thus, customers’ impression of the effort employees put
into providing service is affected by employees’ noticeable actions. Specifically,
effort was measured by the number of actions involved in complying with the
customer’s request, defined as physically looking for an item, contacting other
employees/the manager to make inquiries; asking other employees/the manager for
advice, making suggestions, or providing information. These behaviors were
evident through the employee’s report (e.g., going to look for the item), by
overhearing the employee’s interactions with other employees or directly through
the employee’s conversation with the customer (e.g., making suggestions).
Employee civility was measured by the number of positive verbal expressions
(e.g., “please,” “thank you,” “sorry”) used during the conversation. This measure

9 <
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was based on Porath et al. (2015) measure of civility consisting of asking
respondents to describe the extent to which they were respect dignity in a polite and
pleasant manner. Similarly, Walker et al.’s (2014) measure of employee incivility
included a revered rating of treating the customer with respect. The validity of the
measure in the present study was evaluated by social sciences researchers (N = 9),
on a scale of 1 (‘not at all) to 5 (‘very much’): M = 4.5 (SD = 0.53).

4.2 Results and discussion

The hypotheses were tested using MANOVA with customer feedback and social
status as the independent variables and employee effort and civility as the dependent
variables. Hypothesis 1 proposed that effort and civility would be lower when the
employee interacts with a dissatisfied customer, compared to a neutral customer.
The results show a significant multivariate effect of customer feedback on employee
performance (F(1, 48) =9.82, p < 0.01, 172 = 0.30), and significant univariate
effects on effort (F(1,48) = 1421, p<0.001, »*=023) and civility
(F(1,48) = 12.46, p < 0.01, 172 = (0.21). The results show that, as expected, effort
is lower when customers express dissatisfaction (M = 0.84, SD = 0.75) than when
they display a neutral reaction (M = 1.60, SD = 0.96). Civility is also significantly
lower when customers express dissatisfaction (M = 1.56, SD = 0.65) than when
they display a neutral reaction (M = 2.24, SD = 1.05).

The second hypothesis predicted that effort and civility would be higher when the
employee interacts with a high-status customer compared to a low-status customer.
We found a significant multivariate effect of customer status on employee
performance (F(1,48) = 19.79, p < 0.01, 112 = 0.48), as well as significant univari-
ate effects regarding effort (F(1,48) =24.25, p <0.01, 112 =0.34) and civility
(F(1,48) = 29.41, p < 0.01, * = 0.39). The results show that when serving high-
status customers, employees exhibit more effort and civility (M = 1.69, SD = 0.88;
M =238, SD =0.85) than in their interactions with low-status customers
(M =0.70, SD = 0.69; M = 1.37, SD = 0.71), supporting Hypothesis 2.

The third hypothesis predicted that the negative effect of customer dissatisfaction
on employee effort and civility would be stronger for high-status customers than for
low-status customers. A significant multivariate interaction was found for feedback
and status on employees’ performance (F(1,48) =4.66, p < 0.05, 172 = 0.17).
Univariate effects were significant for civility (F(1,48) = 9.50, p < 0.01, 112 =0.17),
but not for effort (F(1,48) = 0.72, ns). Planned contrasts show that when interacting
with a high-status customer, employees manifest significantly less civility if the
customer expresses dissatisfaction than if the customer’s reaction is neutral
(124) = 5.33, p <0.01, one-tailed, #*=0.23). The difference for employees
interacting with low-status customers was not significant (#(24) = 0.281, n.s) (see
Fig. 2).

The results suggest that customers who express their dissatisfaction informally,
subsequently receive worse service than neutral customers, in terms of employee
civility. This negative effect of expressed dissatisfaction is stronger for high-status
customers. Thus, while the inclination of first-line employees to discriminate in
favor of high-status customers is aligned with organizational favoritism towards
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Fig. 2 The effect of customer dissatisfaction and social status on employee civility

such customers (Eggert et al. 2015), high status might be a disadvantage when the
customer informally expresses dissatisfaction with the service. The hypothesis
regarding the combined effect of feedback and social status was not supported in
regard to employee effort. Overall, these results suggest that dissatisfied customer
status affects the interpersonal aspect of service, but not the task-related aspects of
service. Similar results were found in studies of customer discrimination, as
reflected in the employee’s interpersonal behavior (e.g., Brewster et al. 2014).

5 General discussion

The results suggest that customers who express their dissatisfaction informally
subsequently receive worse service than neutral customers. Furthermore, this
negative effect of expressed dissatisfaction was stronger for high-status customers.
Thus, while high-status customers receive better service than low-status customers,
expressions of dissatisfaction by the former might stimulate more negative reactions
from employees. Employees might be more inclined to attribute customer
expressions of dissatisfaction to a sense of entitlement when the customer is of
high status, consequently experiencing negative emotions and a wish to reciprocate
a behavior perceived as unjust with a lower level of quality service (Skarlicki et al.
2008). Furthermore, as employees were found to provide better service to high-
status customers, their sense of a lack of appreciation and unfairness following a
customer’s expression of dissatisfaction is likely to be higher than with low-status
customers. These results suggest that the application of an organizational policy of
service recovery reflected in providing high-quality service to dissatisfied
customers, as well as the provision of preferential treatment to high-status
customers, might sometimes be undermined by employee reactions to customers’
expressions of dissatisfaction.

The results also indicate that expression of dissatisfaction, especially by high-
status customers, is damaging to employees’ self-esteem. As social status affects the
weight attributed to feedback, negative feedback provided by a high-status customer
posits a stronger threat to employee self-esteem. These results suggest that frequent
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interactions with customers who are dissatisfied with the employee’s service
performance might engender long-term outcomes, such as reduced self-esteem
(Shao and Skarlicki 2014) and burnout (Han et al. 2016).

These results demonstrate the impact of categorization and stereotypes on service
employees’ attitudes and behavior (McGarty et al. 2002; Tajfel 1981) showing the
significance of customer status as a basis for categorization. The findings elaborate
previous research on the antecedents of service performance (e.g., Chen et al. 2015)
and contribute to the literature on the effects of customers on service outcomes
(Cambra-Fierro et al. 2015; Chan et al. 2010; Thuy 2016), indicating that
customers’ indirect input reflected in an expression of dissatisfaction significantly
affects service quality. By exploring customers’ ‘meta-role’ involving the assess-
ment of employee performance, the research addresses customer impact from a
perspective that considers the power of the inequality frequently characterizing
service interaction. Such involvement may shift the power from service employees
to customers, and increase employee workload and role conflicts (Hsieh et al. 2004;
Chan et al. 2010).

The results also elaborate the findings regarding discrimination in service (e.g.,
Brewster et al. 2014), indicating that the customer’s status significantly affects
service performance as well and the “double-edged sword” effect of the
combination of high status and expression of dissatisfaction on service performance.

Our results also help explain the variance in performance level between one
service encounter and another (Raub and Liao 2012). Formal organizational
feedback is expected to have long-term positive effects on enhancing the
standardization of service provided to different customers. In contrast, aspects of
customer input that are not controlled by an organization increase the variance
between encounters, resulting in better or worse performance than that required by
the organization. The results suggest that customer involvement, as reflected in real-
time performance feedback, can explain why different customers receive different
levels of service.

Service organizations often seek to provide high-quality service to dissatisfied
customers in order to ensure the customer’s future loyalty, prevent negative word-
of-mouth, and preserve a positive image (Mohr and Bitner 1995). This approach
might be enacted by employees in response to formal customer complaints,
stimulating the organizationally desired service performance. However, in regard to
informal expressions of dissatisfaction, our results highlight the gap between the
impersonal organizational perspective, and first-line employees’ actual reactions.

5.1 Managerial implications

The notion that service performance depends, to a certain extent, on the feedback
provided by customers during the service encounter, has several managerial
implications. First, since service employees will encounter positive and negative
customer feedback, selection criteria should include employees’ reactions to
feedback (e.g., feedback seeking, defensiveness). To enhance employees’ control
over their performance, training should increase awareness of responses to satisfied
and/or dissatisfied customers. Concerning the negative effect of customer
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dissatisfaction, employees should receive support focusing on such experiences, as
well as training, to develop a repertoire of constructive responses to customer
dissatisfaction. Such training might qualify employees to react to expressions of
dissatisfaction with a series of steps starting with listening to the message conveyed
by the expression of dissatisfaction, providing the appropriate verbal reaction (e.g.,
explanation, apology), and making a decision about required behavioral reactions
(e.g., asking a colleague to assist in order to speed up service). This should be
especially emphasized in regard to expressions of dissatisfaction with the
employee’s performance, which have the adverse effect of negative personal
feedback. Employees should also be provided with resources designed to respond to
expressions of dissatisfaction (e.g., dedicating extra time to the customer).

While service management might be interested in providing preferential
treatment to high-status customers, the results indicate that employees react
negatively to expressions of dissatisfaction by such customers. Yet, these are the
customers that are likely to express dissatisfaction. Thus, training of service
employees should increase their awareness of potential reactions to high-status
customers’ negative feedback, as a way of promoting self-regulation in these
encounters. At the same time, the results indicating that employees discriminate
against low-status customers suggest that management in service organizations
should take active steps to eliminate such discrimination. Such steps should involve
a variety of activities to reduce discrimination, because interpersonal discrimination
in service organizations is often subtle, and based on deep-rooted stereotypes
(Brewster et al. 2014). For example, management should act to increase employee
awareness of the inclination to discriminate and its outcomes, employ mystery
shoppers to examine potential discrimination, and provide instructions designed to
cope with stereotypes. These procedures will provide employees with feedback
regarding their discriminatory behaviors of which they might be unaware.
Management might also add the criterion of provision of equal service to all
customers to employee evaluation, and reward employees who meet the criterion.
Lastly, management could regularly convey messages to employees regarding the
desirability of providing equal service to all customers, regardless of their
characteristics.

5.2 Limitations and future research

The research design of Study 2 provides data which reflect actual service providers’
reactions to customer feedback, rather than relying on self-report, which might be
biased by social desirability effects. This design also involves several limitations
with respect to the control of variables. First, the manipulation and measurement
were conducted by the same person. Ideally, the measurement of outcomes should
be conducted by a researcher who is unaware of the manipulation of each research
condition, but in the present research the manipulation would have been obvious to
an observer. Thus, to minimize potential bias, research assistants did not know what
the hypotheses were and behaviors representing performance were defined clearly to
lower the impact of impression (e.g., number of employee actions). While this
method is less rigorous than a laboratory experiment, it provides the advantage of
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exploring employees’ actual reactions to expressions of customer satisfaction/
dissatisfaction. Additionally, Study 1 used an experimental design to explore the
impact of dissatisfaction and social status on employees’ self-esteem. The similar
pattern of the results (i.e., a stronger impact of expressed dissatisfaction for high-
status customers compared to low-status customers) supports the results of Study 2.
Yet, while this study provided evidence for the impact of the manipulations
(dissatisfaction and status) there is no indication regarding the perceived realism of
the scenarios.

The studies were conducted in the context of clothing retail stores, which limits
the generalization of the results in other contexts. For example, when employees are
dependent on customers for tips (e.g., in restaurants) or when performance is closely
controlled (e.g., in call centers), the effect of customer feedback on performance
level might be lower. A possible explanation for the effect of customers’
dissatisfaction on employee performance is that employees react by reducing their
effort and civility as a means of coping with the threat to their self-esteem
engendered by the negative feedback. However, the present research design does
not provide the basis for such a conclusion because performance and self-esteem
were measured in separate studies. It is recommended that future research will
explore the potential mediating effect of self-esteem on the relationship between
customer dissatisfaction and service performance. Future research should also
explore the effect of customer feedback on performance in other service contexts.
We have explored the effects of customer feedback on quality of service provided to
the same customer. Future research should explore how customer feedback affects
the quality of service in relation to other customers, as well as the duration of its
effect. Additionally, formal managerial feedback is given in predefined terms and
specifically addresses performance, whereas customer feedback often conveys
emotions and informal interpersonal communications (e.g., spontaneous compli-
ments). Future research should examine the expressions of customer feedback and
their relationship to customer variables (e.g., emotions).

5.3 Conclusion

Our results indicate that customer feedback and social status affect front-line
employee performance, and that the expression of dissatisfaction with the service,
especially by high-status customers, reduces employees’ performance levels, as well
as their state self-esteem, rather than motivating them to restore customer
satisfaction. These results elaborate previous research by demonstrating the joint
effect of status and expression of dissatisfaction, as well as highlight the gap
between service organizations’ policies regarding customers’ treatment and front-
line employees’ actual reactions to expressions of dissatisfaction by customers.
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