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Abstract

Our study examines the effect of customer emotions and contact employee performance in creating encounter and relationship
satisfaction. It investigates the performance of the contact employee from an interactive perspective by specifying the employee performance
into employee-specific and interaction-induced behaviors, using a multilevel approach. Our results reveal a significant influence of positive
emotions on both types of satisfaction and no significant impact of negative emotions. Furthermore, our study identifies that not all of the
employee behaviors that influence encounter satisfaction also influence relationship satisfaction. Additionally, results of the study
demonstrate that specifying employee performance into employee-specific and interaction-induced behaviors allows a better understanding of

customer encounter and relationship satisfaction.
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1. Introduction

Customer satisfaction has received considerable attention
in the marketing literature and practice in recent years
(Oliver, 1997; Westbrook and Oliver, 1991; Price et al.,
1995a). It affects several desirable outcomes like customer
loyalty, worth-of-mouth promotion, and purchases (e.g.,
Fornell, 1992; Oliver and Swan, 1989). As such, increasing
attention is given to customer satisfaction as a corporate
goal, in addition to traditional financial measures of success.

The concept of customer satisfaction has relevance to both
single, discrete encounters and to relationships. Often, in
retail firms, the contact employee is the primary contact point
for the customer before, during, and after the purchase. By
having close contact to the customer, employees strongly
influence the customer’s experience and create encounter and
relationship satisfaction, concepts which appear to be quite
distinct from the customer’s point of view (Bitner and
Hubbert, 1994). Although research has suggested that contact
employee performance is critical to create customer satisfac-
tion, little has been done to analyze which employee behav-
iors influence customer encounter satisfaction and which
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behaviors influence relationship satisfaction. Our study
examines the key dimensions of employee performance in
creating these two different types of satisfaction.
Furthermore, the literature on contact employee perfor-
mance has identified a need to include interactive properties
(Goff et al., 1997). The interactive nature of contact
employee performance relates to the fact that the display
of some behaviors of the contact employee is more depend-
ent on the customer than others (Crosby et al., 1990). In
other words, some behaviors of the contact employee are
produced and performed by the contact employee alone, and
are so-called employee-specific. However, some behaviors
are interaction-induced, as they are more reactive and
reciprocal in nature and are coproduced with the customer.
So far, little has been done in specifying the effect of this
difference in contact employee’s behavior on customer
satisfaction. One possible explanation may be that to invest-
igate these specific properties we should isolate those
behaviors that are employee specific from the behaviors
that are coproduced with the customer. Methodologically,
this means that employee behavior should be measured at
two levels: one aggregate level to measure employee-spe-
cific behaviors and an individual level to measure inter-
action-induced behaviors. With the advent of multilevel
modeling, it has now become possible to differentiate
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between these behaviors, providing an integral perspective
of the influence of employee behaviors on customer sat-
isfaction at the encounter and at the relationship level. Such
a perspective is taken in this paper.

Finally, research has shown that satisfaction in consumer
contexts responds to both cognitive knowledge like evalua-
tions of contact employee performance and to the emotions
customers experience. Because of this suggested influence
of affective and cognitive components on the formation of
customer satisfaction, this study focuses on both.

This article is structured as follows. First, we offer a
brief overview of the literature on key conceptual issues
concerning customer satisfaction and the customer—contact
employee interaction. We subsequently develop and test a
two-level model to determine what employee-specific and
interaction-induced antecedents influence encounter and
relationship satisfaction of customers. We conclude with
a discussion of research and managerial implications of
our results.

2. Customer satisfaction

Research suggests that customers distinguish between
encounter and relationship satisfaction. Encounter satisfac-
tion will result from the evaluation of the events and behav-
iors that occur during a single, discrete interaction. Overall
satisfaction, on the other hand, is viewed as a function of
satisfaction with multiple experiences or encounters with the
firm (Bitner and Hubbert, 1994). In earlier research, a number
of different concepts have been used, related to these two
different types of satisfaction; “transaction specific/global,”
“transaction specific/brand specific,” and “episode/relation-
ship” (e.g., Liljander and Strandvik, 1995). The commonality
between them is the distinction between evaluations related
to a discrete experience and evaluations related to an overall
experience. In this study, we use the terms encounter and
relationship satisfaction.

Furthermore, the formation of customer satisfaction can be
described as a cognitive process, where customers consider
whether their product, service, and process needs are
addressed. On the other hand, satisfaction is believed to be
created by an affective process, too (e.g., Oliver, 1997;
Westbrook, 1987). This influence of both cognition and affect
on the consumption experience is called the two-appraisal
model (Oliver, 1997). The cognitive system performs the
higher mental processes of understanding, evaluating, plan-
ning, deciding, and thinking, whereas affect refers to feeling
responses. Although several approaches exist to describe
emotions (e.g., the discrete approach of Izard, 1977), an
emerging body of theory and evidence is available to suggest
that the two dimensions, positive and negative affect, are
useful in understanding the affective basis for the satisfaction
response (e.g., Oliver, 1997). However, little has been done to
analyze whether positive and negative emotions, evoked
during an interaction, influence customer encounter satisfac-

tion as well as relationship satisfaction. Therefore, we have
focused on the following research question:

RQ;: Do positive emotions have a positive impact and
negative emotions a negative impact on customer
encounter as well as on relationship satisfaction?

The customers’ cognitive evaluations of the interaction
experience are studied as customer’s perceptions of contact
employee performance. Whether the focus is on encounter
satisfaction or on relationship satisfaction, the performance
of the contact employee is critical to satisfaction (Crosby
et al., 1990). At the encounter level, the behavior of the con-
tact employee plays a critical role in diagnosing and address-
ing customer’s needs and in shaping the overall evaluation of
the way in which the discrete exchange is executed (Szy-
manski, 1988; Spiro and Weitz, 1990). At the relationship
level, research found that customer-oriented employees
which show empathy, understanding for the customer, inter-
personal care, and trustworthy behavior, and provide aug-
mented personal service, are critical to long-term relationship
building (e.g., Beatty et al., 1996).

The performance of a contact employee during interac-
tions with customers has been the subject of considerable
research, in both sales and service settings. According to this
research, a contact employee role should incorporate both
relational aspects and core task aspects (e.g., Czepiel, 1990;
Crosby et al., 1990; Reynolds and Beatty, 1999). Recently,
researchers have conducted several studies to improve the
indices of contact employee performance (Winsted, 1997,
Price et al., 1995b). Price et al. (1995b) propose five dimen-
sions of contact employee behavior that influence customer’s
perceptions: mutual understanding, authenticity, extra atten-
tion, competence, and meeting minimum standards.

While employee performance has been studied exten-
sively, very little research has explored which employee
behaviors during an interaction influence customer encoun-
ter satisfaction and which behaviors influence relationship
satisfaction. Therefore, we have focused on the following
research question:

RQ,: Which of the specific contact employee perform-
ance dimensions influence encounter and which influ-
ence relationship satisfaction?

In the next section, we will elaborate on the role of
employee performance in interactions with the customer.

3. Contact employee interaction

We subscribe to the importance of the performance
dimensions as suggested by Price et al. (1995b). However,
a more comprehensive approach to measure performance
would be a model that takes the interactive nature of the
encounter into account. The interactive nature of an encoun-
ter implies that the display of some behaviors of the contact
employee is more dependent on the customer than others,
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because of their more reciprocal nature (Crosby et al.,
1990). For example, authenticity, defined as being genuine,
is more under control of the contact employee, than mutual
understanding; connecting with customers’ lives and invit-
ing and sharing personal exchanges seems to us difficult
without an active role of the customer.

We call the behaviors that are produced and performed
by the contact employee alone employee-specific behaviors.
After a close examination of the dimensions of contact
employee performance of Price et al. (1995b), we suggest
that competence and authenticity are employee specific.

Competence has often been noted as an attribute of the
contact employee (Crosby et al., 1990) and as static property
ofthe contact employee dyad (e.g., Weitz et al., 1986). It goes
to the core of what is expected of the contact employee during
the interaction and defines the extent to which the individual
provider can affect the outcome of the interaction through his
or her skills. Customers seek to obtain advice and informa-
tion of the employee that requires an expertise they lack
(Johnson and Zinkham, 1991). This implies that the compe-
tence of the contact employee is a resource of the employee
during the interaction irrespective of the input of the cus-
tomer. Also, the dyadic decision-making research literature
suggest that aspects of competence like being capable,
organized, and efficient are variables which an individual
brings, autonomously, to the interaction (Jaccard et al., 1989).

Authenticity relates to individuals who present their real
selves in interactions (e.g., Gurevitch, 1985; Price et al.,
1995b). It defines the extent to which the employee is
genuine and his/her own person. We think that contact
employees present their true self alone and that a contri-
bution of the customer is not needed.

The performance of these behaviors may be influenced,
in part, by the contextual demands of the interaction.
However, in line with the dyadic decision-making research,
we posit that because of their independent nature, employee-
specific variables are predictive of the occurrence of par-
ticular events within the interaction (e.g., Jaccard et al.,
1989). In this way, these behaviors refer to an individual’s
performance tendency and to relatively stable behaviors that
are active in interactions. For example, contact employees
who are competent and ordered will structure the encounter,
keep materials methodically organized and are thorough in
their approach, regardless of the situational inputs.

We call the behaviors that are coproduced with the
customer interaction-induced behaviors. These behaviors
are reactive and reciprocal in nature and exist by the
interaction. Examples of these behaviors are a contact
employee’s response to special requests, meeting customer’s
needs, and sharing of personal information between cus-
tomer and contact employee. With regard to the dimensions
of performance of Price et al. (1995b), we suggest that
mutual understanding, extra attention, and meeting min-
imum standards are interaction induced.

Mutual understanding is achieved when both the contact
employee and the customer engage in self-disclosure (Price

et al., 1995a) and is only attained by the norm of reciprocity
(Gouldner, 1960). Extra attention, in this study, relates to the
contact employee’s responses to customer’s explicit or
inferred requests for customized treatment (Bitner et al.,
1990; Price et al., 1995b). Arguably, a response can only
happen in reaction to an action of the customer. Also, meeting
minimum standards is reactive and related to the contact
employee’s responses to needs and requests of customers.
However, this relates to responses to meet the basic perform-
ance standards for contact employees in the industry, like
giving basic information about products (Bitner et al., 1990).

Although many researchers acknowledge the interactive
nature of the encounter, only a few studies take this aspect
into account. In our study, we have focused on the following
research question:

RQj3: Do authenticity and competence influence encoun-
ter and relationship satisfaction at the employee level and
extra attention, meeting minimum standards, and mutual
understanding at the interaction level?

Next, an empirical study was designed to explore the
research questions.

4. An empirical study
4.1. Research setting

The research was conducted among customers of a large
Dutch furniture company. The company’s furniture shops
were selected as a research setting because of the discrete
nature of their services. Discrete services can be characterized
as services that consist of distinct encounters for which the
customer has to decide each time whether or not to continue
the relationship. This makes it indeed relevant to focus on
encounter as well as on relationship satisfaction. Further-
more, the selling of furniture is often preceded by comple-
mentary service suggestions by the contact employee
regarding home remodeling and home decoration. As a
consequence, the interaction between the customer and con-
tact employee is intense and customers are highly involved.
Customers need information about materials, colors, style,
and maintenance, and often a lot of money is spent during a
visit. In such interactions, the performance of the contact
employee is important and emotions may play a determining
role in creating a memorable experience for the customer.

4.2. Questionnaire development

4.2.1. Customer satisfaction

Encounter satisfaction was measured with two discon-
firmation items which could be answered on a worse than,
better than expected, seven-point scale. In addition, six
items were measured with a seven-point Likert scale ranging
from totally disagree to totally agree, all as suggested by
Oliver (1997). Relationship satisfaction was measured by
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Table 1

Scale items

Scale Cronbach’s alpha Item

Encounter .89 This was one of the best encounters

I could have had
This encounter was exactly
what I needed
I am satisfied with this encounter
I have truly enjoyed this encounter
This encounter was a good
experience
I am not happy with this encounter
(reverse coded)
In comparison to what I expected,
I found the encounter
In comparison to what I expected,
I found the contact employee
I am satisfied with company X
In comparison to what I expected,
company X performs
Positive 18 Attentive
emotions Alert
Concentrated
Joyful
Delighted
Happy
Negative 79 Downhearted
emotions Sad
Discouraged
Enraged
Angry
Mad
Scared
Fearful
Afraid
The contact employee:
Connected to my life/experiences
Revealed personal information
Invited me to reveal
personal information
Paid special attention to me
Went out of his/her way
Gave me a break (something extra)
Was truly out of the ordinary
Was genuine
Was his/her own person
Was capable
Was efficient
Was organized
Was thorough
Met my needs
Violated proper behavior
(reverse coded)
Performed as I expected

satisfaction

Relationship .81
satisfaction

Mutual .76
understanding

Extra attention .70

Authenticity 91

Competence 92

Meeting 71
minimum

one satisfaction item and one disconfirmation question. A
listing of items comprising these scales, along with Cron-
bach’s alpha, is provided in Table 1.

4.2.2. Emotions

Two scales measured respondent’s emotional response to
the encounter. The items used to measure emotion are based
on the Differential Emotions Scale (DES) of Izard (1977,
1991). Izard’s DES is often used in customer satisfaction

research. Izard proposes 10 discrete, basic emotions; two
positive, seven negative, and one affect-neutral. However,
there is increasing evidence that, in applications like ours,
emotions can best be characterized in terms of two independ-
ent dimensions: positive and negative. Izard also distin-
guishes the positive from the negative ones. Based on this
distinction, the positive emotion scale for this study consists
of interest and joy. Negative emotions were measured by the
negative emotions of the DES. However, a disadvantage of
the DES is that it overemphasizes negative affect, measuring it
with 21 items. To get a scale with a sense of balance between
positive and negative emotions, we ignored that discrete
emotion with an ill fit in the present context, disgust. Besides,
we decided to omit those emotions of which fewer theorist
agree on the degree to which these emotions can be considered
basic (contempt, shame, and guilt), because they have a
substantial cognitive content (Oliver, 1997). The discrete
emotions left to measure negative emotions are sadness,
anger, and fear. Respondents indicated to what extent they
experienced a certain emotion during the interaction with the
contact employee on a five-point response scale ranging from
not at all to very much. Surprise is left out of both scales
because this emotion is affect-neutral in that it can be positive
or negative. Many researchers provide evidence on the
reliability and validity of DES (e.g., Westbrook, 1987; Oliver,
1997). A listing of items comprising these scales, along with
Cronbach’s alpha, is provided in Table 1.

4.2.3. Contact employee performance

Contact employee performance was measured with the five
performance dimensions of Price et al. (1995b). These dimen-
sions are mutual understanding, extra attention, authenticity,
competence, and meeting minimum standards. The scales
have been found to have an adequate reliability and validity
(Price et al., 1995b). The response format was a seven-point
scale ranging from fotally disagree to totally agree.

Mutual understanding measures the extent to which the
interaction with the contact employee is experienced as
communicating empathy and understanding.

Extra attention measures the extent to which the cont-
act employee offered extra attention to the customer in
the encounter.

Authenticity measures the extent to which the customer
perceives the contact employee as authentic.

Competence measures the functional dimensions of the
contact employee performance.

Meeting minimum standards measures the extent to which
the contact employee meets minimum standards of civility.

A listing of items comprising these scales, along with
Cronbach’s alpha, is provided in Table 1. In addition to
these constructs regarding the role of the contact
employee, the demographic variables age, gender, and
experience of the contact employee served as control
variables.

All items used in the questionnaire were translated into
Dutch. Regarding this, the following process was conducted.
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First, we collected all items in their original English version.
Then, the items were translated into Dutch by the research-
ers. Next, the questionnaire was retranslated into English by
a language institute, which had not participated in the
development of our questionnaire. The retranslated English
version was compared to the original English version. Only
a few items were different. For these items, a second opinion
was asked from another language institute. During the whole
process, the Dutch items were pretested among random
selected people to ensure that the items were clear.

4.3. Sampling and surveying

The sample of respondents includes only customers that
have visited the furniture shop at least three times in the past
year. Consequently, these customers have developed a rela-
tionship with the store. The customers completed the ques-
tionnaires in the store, immediately after an encounter with a
contact employee. Accounting for a minimum required
number of customers per contact employee, customers were
randomly approached in the store to fill out a questionnaire.
For all the contact employees, 59 in total, seven different
sales encounters for each contact employee were evaluated,
which resulted in 413 questionnaires. Twenty-two could not
be used because of missing data, so 391 questionnaires were
usable. Although contact employees of two different stores
of the company participated in this study, no significant
differences between the stores were found.

4.4. Descriptive analyses

A number of variables have been included in the ques-
tionnaire in order to describe the sample characteristics. The
respondents consisted of 49.6% women and 50.4% men.
Their average age was between 35 and 45 years. With
respect to education, it can be concluded that level of the
respondents was quite high, as 37.8% of the respondents
completing college or university and another 43.2% fol-
lowed vocational education. The composition of the sample
is representative for the overall population of customers of
this furniture company, according to customer databases
provided by the firm.

5. Data analysis

Our conceptual framework of the antecedents of customer
and relationship satisfaction includes variables at two levels:
the interaction and the employee level. Since employee-
specific behaviors refer to an individual’s performance
tendency, we model them by aggregating the evaluations
of the customers for each employee (in this study, seven
customers per employee). This aggregation results in ante-
cedents at the employee level. At the same time, interaction-
specific antecedents are included in the model at the inter-
action level. These are evaluations of the customer which are

not aggregated by employee, because we assume that these
antecedents are interaction and not employee specific.

Empirical justification for aggregation was tested by
means of an estimate 7y, as suggested by James et al.
(1993). The interpretation of this estimate is similar to that
of other reliability coefficients, with values of .70 as an
acceptable level. For both constructs (competence and
authenticity), an average estimate was obtained by aver-
aging the (rpgs) estimates of the employees. All the
averaged (rpyg() estimates of the aggregate variables
showed values higher than .70. This indicates high agree-
ment among several, different customers upon the compet-
ence and authenticity of a specific employee.

Data in a framework such as ours are designated as multi-
level data (Bryk and Raudenbush, 1992). The levels are
hierarchical, as interactions are nested within contact employ-
ees. The question of how to investigate hierarchically ordered
systems, such as in this study, has been a concern for quite
some time. Conventional statistical techniques (e.g., ordinary
regression analysis) ignore this hierarchy and may, therefore,
lead to incorrect results (Bryk and Raudenbush, 1992).
Hierarchical linear models also called multilevel models, on
the contrary, are an effective approach to deal with hierarch-
ically nested data structures (e.g., Hofmann, 1997).

For the conduction of the multilevel analyses, the com-
puter program MLwiN (Goldstein et al., 1998) was employed
which computes iterative generalized least squares (IGLS)
estimates by means of an iterative approach known as the EM
algorithm (Bryk and Raudenbush, 1992; Goldstein, 1995).

Two-level models were specified where Level 2 contains
59 contact employees and Level 1 reflects 391 customers.
The following strategy for model building was used. First of
all, an intercept-only model (Model A) was estimated. This is
a fully unconditional model (i.e., a model without predictors
at any level), which decomposes the variance of the intercept
into two independent random components, namely, o at
interaction level and ®,” at the employee level. This model
represents the (unexplained) variation of the outcome vari-
able (i.e., customer encounter or relationship satisfaction) at
each level (interaction and contact employee). The second
model (Model B) includes all covariates (i.e., age, gender)
and the interaction-induced antecedents at the interaction
level as well as the contact employee-specific antecedents at
the employee level, to investigate how much of the total
variance in customer encounter or relationship satisfaction
can be explained by these added variables. In the multi-level
models, the intercept was specified as a random coefficient
(i.e., the coefficient was allowed to vary across contact
employees). Therefore, a random parameter was specified
at employee level. In Model B, the effects of the included
predictor variables were constrained to be constant across
employees. In theory, all effects of the coefficients could be
specified as random effects. However, from a statistical
viewpoint, this is not recommendable because it negatively
affects model convergence and the stability of the parameter
estimates (Bryk and Raudenbush, 1992).
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5.1. Results

Tables 2 and 3 present the results of our multilevel
analyses regarding customer encounter satisfaction (Table 2)
and relationship satisfaction (Table 3). In both tables, the
findings of Model A indicate substantial variance at both
levels, which implies that a multilevel approach is appro-
priate. With respect to the model fit, the A Deviance is
significant which implies that the inclusion of the specified
antecedents into the model reduces unexplained variance at
both levels significantly. The predictive power of the dif-
ferent models can be compared by a likelihood ratio test
(Bryk and Raudenbush, 1992). Deviance is computed for
each model and the difference between the deviance statist-
ics (A Deviance) has a IT*-distribution under H, that the
extended model (Model B) does not predict significantly
better than the reduced model (Model A). Critical values of
the TT°-statistic mean that the reduced model is too simple a
description of the data (Kleinbaum et al., 1998).

The results of Model B (Table 2) show that positive
emotions have a significant positive impact and negative
emotions have no significant impact on customer encoun-
ter satisfaction. Regarding our exploration of which con-
tact employee performance dimensions influence customer
encounter satisfaction, the results reveal that all dimen-
sions have a significant impact. In addition, the results

Table 2
Customer encounter satisfaction

Model A Model B

Fixed effects
Constant
Interaction level
Performance
Mutual understanding
Extra attention
Meeting minimum standards
Emotions
Positive emotions
Negative emotions
Contact employee level

4.985 (.092) —2.907 (.644)

0.083 (.037)*
0.246 (.047)%*
0.395 (.058)**

0.217 (.064y**
—0.137 (242)

Performance
Competence 0.353 (.137)**
Authenticity 0.234 (.119)*
Age 0.008 (.006)
Experience —0.017 (.009)
Sex —0.120 (.108)
Random effects
Variance 0.315 (.091) 0.003 (.024)
(between contact employees)
Variance (between interactions) 1.066 (.087) 0.712 (.058)
Model fit
Deviance 1110.050 894.935
Change deviance 215.115%*
Change df 10
Intraclass correlation 23 .004
* P<.05.
** p<.0l.

Table 3
Customer relationship satisfaction
Model A Model B
Fixed effects
Constant 4.936 (.073) 1.202 (.791)
Interaction level
Performance
Mutual understanding 0.115 (.043)**
Extra attention 0.106 (.053)*
Meeting minimum standards 0.052 (.066)
Emotions
Positive emotions 0.225 (.073)**
Negative emotions —0.165 (.275)
Contact employee level
Performance
Competence 0.353 (.172)*
Authenticity —0.020 (.150)
Age 0.006 (.008)
Experience —0.021 (.011)
Sex —0.168 (.136)
Random effects
Variance 0.145 (.059) 0.041 (.036)
(between contact employees)
Variance (between interactions) 1.006 (.082) 0.902 (.073)
Model fit
Deviance 1066.767 1004.488
Change deviance 62.279%*
Change df 10
Intraclass correlation 13 .044
* P<.05.
** p<.0l.

show that competence and authenticity are significant at
the employee level and mutual understanding, extra atten-
tion, and meeting minimum standards at the interaction
level. Finally, the findings of the three covariates age,
gender, and experience show no significant impact on
customer encounter satisfaction.

The results of Model B (Table 3) indicate a significant
positive impact of positive emotions and no significant
impact of negative emotions on customer relationship
satisfaction. Regarding the exploration of which contact
employee performance dimensions influence customer
relationship satisfaction, the results reveal that only
mutual understanding, extra attention, and competence
have a significant impact. With respect to the significant
antecedents, the results show again that competence is
significant at the employee level and mutual understand-
ing and extra attention at the interaction level. The
findings of the three covariates age, gender, and experi-
ence show no significant impact on customer relationship
satisfaction.

Furthermore, it can be observed that the estimated
residual variances of Model B with respect to Model A at
interaction level and at employee level are reduced by 33%
and 99%, respectively, for Table 2, and 10% and 72%,
respectively, for Table 3. This reveals that the added
predictors explain primarily contact employee variance.
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6. Discussion

Our findings suggest that whereas all performance
dimensions have a positive impact on customer encounter
satisfaction, meeting minimum standards and authenticity
do not influence customer relationship satisfaction signific-
antly. Concerning meeting minimum standards, a possible
explanation could be that customers, while recollecting
multiple experiences to evaluate their relationship satisfac-
tion, do not remember this aspect of employee performance.
Research found that meeting minimum standards leaves the
customer emotionally neutral and consequently is unlikely
to be recalled as a memorable aspect of encounters (Price et
al., 1995b; Westbrook and Oliver, 1991). Another possible
explanation may be that in overall evaluations, past, good
experiences may function as a buffer, such that despite a
lesser experience, the customer’s overall perceptions of
minimum standards remain within the zone of tolerance
(Zeithaml and Bitner, 1996).

An explanation of the finding regarding authenticity may
be the nature of the interactions under study. These inter-
actions can be described as discrete, pseudorelationships
(Gutek et al., 1999). Research found that, although custom-
ers prefer an employee who is genuinely nice, authenticity
is not that important in discrete services (Grayson, 1998).
Pseudorelationships intend that customers do not anticipate
future interaction with a particular employee, but with any
contact employee of the firm (Gutek et al., 1999). Con-
sequently, it could be that customers do not count on
authenticity in each encounter, especially not if customers
are aware of the employee-specific nature of authenticity
and accordingly ascribe the genuine behavior to a particular
employee.

Results of this study demonstrate that specifying con-
tact employee performance into employee-specific and
interaction-induced behaviors allow a better understanding
of customer encounter and relationship satisfaction. The
findings generally underscore the incremental value of a
two-level approach to employee performance and indicate
that both interaction-level and employee-level variables
are crucial in explaining variance in customer satisfaction.
It underscores the interactive nature of the encounter, and
measurement of employee performance through customer
satisfaction should take this interactive nature of the
encounter into account.

Furthermore, our results reveal a significant influence
of positive emotions on both types of satisfaction and no
significant impact of negative emotions. The lack of
influence of negative emotions is not that surprising.
Studies about the impact of negative emotions on cus-
tomer satisfaction found different results. Some studies
found a significant influence of negative emotions on
customer satisfaction (e.g., Westbrook, 1987). Others
showed that negative emotions had no effect or can be
tolerated by consumers, to some extent (e.g., Westbrook
and Oli-ver, 1991).

6.1. Theoretical implications and limitations

Part of the strength of any research project is the
recognition of its limitations. This may point out future
research issues. First, our focus on a single industry may
raise concerns about limited external validity. Constraining
the study to a single industry eliminates problems associated
with the effects of industry differences (cf. Hartline and
Ferrell, 1996), but future research will have to reveal
whether the results are generalizable to other settings.

Furthermore, to match customers with employees, cus-
tomers completed the questionnaires in the store. This can
cause feelings of unease with customers, because they have
to evaluate the person they have just spoken to and who is
still in the store. This may lead to social desirable answers to
our questionnaire. To minimize biased responses, we only
approached customers outside the view of the contact
employee to ascertain confidentiality of the respondents.
Future research should investigate if another approach could
produce the same results.

In addition, by measuring relationship satisfaction as we
did, the relative weight that the customers attach to different
episodes remains unknown. Moreover, there may be a
recency effect of the experience during the encounter on
satisfaction with the relationship. Thus, to understand cus-
tomers’ current evaluation of the encounter and relationship,
more information about their history is needed. Future
research should take this history and customers’ perceptions
about ‘normal’ performance into account.

More research is also needed on the difference between
employee-specific and interaction-induced behaviors of a
contact employee. In this study, we estimated a model
whereby the antecedents included at the individual level
were different to the antecedents included at the aggregate
level. Based on conceptual and methodological arguments,
contact employee-specific antecedents were aggregated.
However, the important empirical question whether these
antecedents should be aggregated or not to explain maximal
variance in customer satisfaction has been left unanswered.
Although this is investigated in other contexts (Jonge et al.,
1999), little is known about this kind of research in a
customer—contact employee interaction context and this
certainly needs more in-depth investigation.

6.2. Managerial implications

From a managerial perspective, our findings provide
relevant insights to the many firms that redesign their role
of the contact employee to make each encounter a mem-
orable experience. It is clear from our data that a contact
employee, who creates mutual understanding with the cus-
tomer, responds to special requests, and is competent,
increases customer encounter as well as relationship satisfac-
tion. However, meeting minimum standards seems to be
important in single encounters, but not to contribute to
memorable encounters. This implies that in those instances
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when minimum standards cannot be attained (e.g., when the
product is not available), customer relationship satisfaction
can stay on a rather high level, when nevertheless mutual
understanding, extra attention, and competence are experi-
enced. Therefore, managers may encourage contact employ-
ees still to perform these latter behaviors.

In addition, it seems that although customers appreciate
sincere people, they do not take it into account as an essential
factor to form a relationship with a firm. This finding has
managerial usefulness. Genuinely nice employees are likely
to cost significantly more to select and train than employees
who can successfully communicate a script (Leidner, 1993).
Moreover, overall negative effects of authentic behavior for
employees, like emotional exhaustion, have been docu-
mented (e.g., Grayson, 1998). Since relationship satisfaction
appears not to be negatively influenced by a lack of authen-
ticity, hiring people with the ability to perform a script and
training contact employees to use scripts, might be a more
effective investment for managers in discrete services than
focusing on authenticity.

Regarding the coproduction of behaviors, managers may
assist customers in their role in the interaction by providing
them information about all their possibilities to contribute to
the encounter. For instance, via advertising, they may
encourage the customer to express special requests. How-
ever, to make these efforts effective, employees would need
to be trained to become more sensitive in recognizing and
responding to these contributions.

Furthermore, management should give employees insight
into the interactive nature of some behaviors. This can make
employees aware on how to influence customer satisfaction,
with and without a contribution of the customer.
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