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iv
ABSTRACT
Because of great variation in service performasegyice providers cannot avoid
situations of service failures, in which custonferd that their consumption goals for services
have not been achieved. Information about sentickates obtained through personal selling or
online customer reviews may create different lee¢lgsychological contract in customers’
minds and result in various customer reaction®twice failure. This dissertation explores
antecedents, consequences and the psychologicalssrof psychological contract breach
through role-playing activities using scenarioghiree field experiments. Study 1 explored the
role of psychological contract breach on the evofubf customers’ feelings of betrayal, anger
and evaluation of partner quality. Results of &igl{ vs. low psychological contract) x 2 (high
vs. low service failure) between-subject factoegberiment indicated that psychological
contract breach mediated the effect of psycholdgicatract and service failure on feelings of
betrayal and anger; participants in the conditibhigh psychological contract and high service
failure reported higher levels of psychological waot breach than did those in the other three
conditions; psychological contract breach raisetirigs of betrayal and anger and reduced
customers’ evaluation of the service providerstpar quality. Study 2a suggested that source-
of-fault information (source of the mistake dirgatklated to the failure) was one situational
antecedent of psychological contract breach. Resdild 2 (high vs. low psychological contract)
x 2 (customer fault vs. provider fault) betweenjsabfactorial experiment suggested that
participants in the condition of high psychologicahtract and the provider fault reported higher
levels of breach than did those in the other tiemgaitions. Study 2b suggested that social
obligation bias was a personal antecedent of psggloal contract breach. Results of a 2

(customer fault vs. provider fault) x 2 (self-olatgpn focus vs. others-obligation focus)
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between-subject factorial experiment indicated gaaticipants in the condition of provider fault
and others-obligation focus attributed more cofdllity to the service provider than did those
in the other three conditions; attribution of catiability positively influenced psychological
contract breach and mediated the influence of soofault on psychological contract breach.
Study 3 explored a situational factor, compensatsbevance (i.e., compensation that is relevant
to the consumption goal and promotes a percepfitairoess), and a personal factor, justice
salience (customers’ accessibility to their beliafa just world), which could influence recovery
from negative outcomes brought about by psycho&giontract breach. Results of a 2 (high vs.
relevant compensation) x 2 (high vs. low justideesae) between-subject factorial experiment
indicated that participants in the condition offhirglevant compensation and low justice
salience perceived higher levels of fairness thdrfbse in the other three conditions;
perception of fairness reduced levels of feelingsetrayal and anger and raised evaluation of
partner quality; and perception of fairness mediale interaction effect of compensation

relevance and justice salience on feelings of patranger and partner quality.

Key words:psychological contract breach, attribution, soolaligation, feelings of betrayal,

anger
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CHAPTER 1
INTRODUCTION

The relationship paradigm has received considembdation from both marketing
academics and practitioners in the past severalddsc Berry (1983) first defined relationship
marketing as “attracting, maintaining, and enhagcustomer relationships.” Gronroos (1990)
indicated that relationship building and maintagnis accomplished through mutual exchanges
and fulfillment of promises. The exchange relattopsonnects a customer’s needs and wants
with a business’ resources and offerings, whicthis fundamental phenomenon to be
explained, predicted, and controlled in the dynanoicthe marketplace” (Johnson and Selnes
2004, p2). Through mutual exchange, a profit immi@d and the objectives of the parties
involved are met (Gronroos 1990). At the most bhesiel, an exchange relationship occurs
when a customer has paid for and received the ptgdahnson and Selnes 2004); this process
was called a transactional exchange relationshipg&zano, R., & Mitchell, M. S. 2005). As
relationships develop, the customer and the fiart $0 “collaborate, share information,
socialize, integrate or link activities, and evemenit future resources to the relationships”
(Johnson and Selnes 2004, p2), and the relatioccchbage relationship is improved. High
quality relationships increase the effectivenedsusiness activities to achieve economic value
(Johnson and Selnes 2004).

Recently, the relationship paradigm has emergeuh &xplanation for the effects of
service failure and recovery on relationship buiddiResearchers indicated that when customers
have high-quality relationships with providers, tousers’ perception of unfairness,
transgressions, or a violation of relational nomilsresult in unusually strong feelings of

betrayal (Gregoire et al 2009) and anger (Gregstiad 2010), damage their evaluation of the
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firm (Wan et al. 2011), and attenuate the strenfithe customer-firm relationship (Aaker et al
2004). However, these studies focused on a “loeeines hate” effect. Few, if any, of them
paid close attention to those customers who hamebaesic transactional relationships with the
firms.

The cost of customer acquisition is even highen that of customer retention (Winer
2001), and retention of newly acquired customecsusial. In some situations, customers who
have relatively shallow relationships to firms nago feel betrayed after service failures and
react very negatively to service providers. Faregle, a new customer may perceive a
discrepancy between what the firm has promisedndrat s/he actually receives in a
transactional relationship. This discrepancy iemefd to as psychological contract breach (PCB)
in the organizational behavior literature (Morrisaomd Robinson 1997). Psychological contract
breach, which is associated with unfulfilled obtigas in a mutual exchange, can cause negative
emotional reactions such as feelings of betraysjeaand frustration; these in turn can lead can
lead to retaliatory behaviors such as venting,mgeeand ending of relationships (Morrison and
Robinson 1997).

One study of relationship norms in service failnas tested negative outcomes of service
failure related to different types of promises (litipvs. explicit) (Wan et al. 2011). However,
this study did not explain why the service provisi@ctual breach of explicit promise resulted in
more negative outcomes than that of implicit prasiOne reason could be that individuals’
perception of psychological contract breach inazsass the level of explicitness of promises
increases (Morrison and Robbison 2000). No stutke® explored customers’ perception of
psychological contract breach as a construct; tberequestions of the antecedents and

psychological process of psychological contracabineremain unanswered in the marketing
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literature. Moreover, it has not been determined hdirm may recover from a perceived
breach. This dissertation intends to address tipesstions by establishing a basic model of the
construct psychological contract breach, systemmfiexploring its antecedents and
consequences and seeking effective strategietote alfirm to recover from its negative
outcomes.

Study 1 of this dissertation explores basic coadgithat may lead to customers’
perception of psychological contract breach andibts consequences of a breach in a
customer-firm setting. Study 1 explores two bagtedninants of psychological contract breach:
psychological contract and service transactiomfail The literature of psychological contract
breach in organizational behavior (Morrison and iRstn, 1997) defined psychological contract
as an individual’'s beliefs about the reciprocaigdtions between her/himself and a firm, in
which these obligations are based on the percgvatiises made by the firm and the
consideration of the exchange offered by the imtligl. This definition suggests that
psychological contract has a promissory focus difjabons that is clearly contractual and
mutual and thus is meaningful in relationship baidgd Types of psychological contract include
transactional and relational contracts occurringither a transactional relationship (shallow
relationship) or a social relationship (close tielaghip). New customers have only very shallow
relationships with providers, and business oblaratiare merely related to transactional
contracts. Henceyne focus of the dissertation deals with the very basic stage on a very basic
stage on psychological contract, or a transactiooadract occurring in a transactional
relationship. This dissertation proposes that endbntext in which a customer has perceived a
psychological contract, psychological contract bre@an be perceived when the transaction fails

(the customers do not achieve their consumptiotsgiahe transaction).
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Moreover, Study 1 investigates consequences ohopsygical contract breach in the
customer-firm relationship with regard to its haniness to further relationship evolution.
Psychological contract breach is related to a timeof a perceived reciprocal obligation
agreement (Rousseau 1989) and infringement of nofmeiprocity (Kingshott 2006) and
therefore may lead to negative emotions such disdseof betrayal and anger (Conway and
Briner 2005). Violations of rules in a relationsimyay also lead to an individual’s cognitive
evaluation of a firm’s capability of being a pantifeartner quality) (Aaker et al. 2004). All these
negative outcomes predispose to unfavorable beteviactions such as revenge (Gregoire and
Fisher 2008), weakening of strength of the relatop (Aaker et al. 2004) and withdrawal
behavior (Conway and Britner 2005). Therefore, ofne focuses of this dissertation is on both
the emotional and the cognitive consequences afches: feelings of betrayal and anger, as well
as customers’ evaluations of the firm’s partnerigpa

The basic model of psychological contract breacitirdy 1 provides a foundation for
Study 2 (2a and 2b) to extend the theoretical mbgelystematically investigating potential
antecedents of psychological contract breach, wihiebretically will affect breach perceptions.
Study 2a focuses on a situational antecedent: sairfault (source of the mistake directly
related to the transaction failure). Research sstgghat customers will seek underlying causes
of a perceived service failure (Magnini et al. 2P0f7the failure is perceived as the customer’s
responsibility, and the service provider appedraéanable to control the failure situation, the
customer may react less negatively to the serviceiger afterwards. When customers have not
perceived a psychological contract, they are i&s$ylto perceive a psychological contract

breach regardless of who made the mistake. In @sthtvhen customers have perceived a
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psychological contract, the source of fault dingcdllated to the failure becomes important
information for customers’ causal attribution, whimay influence perception of a breach.

Study 2b explores the effect of social obligaticasba personal factor, on perception of
psychological contract breach and further examihesausal attribution processes. Self-serving
bias may lead customers to focus more on obligdtifiiment by others and bypass self-
obligation. This bias may influence customers’iatttional process. Customers who focus on
obligation fulfillment by others may tend to atuile the failure to the provider and thus perceive
a breach of a psychological contract. Moreoves thgsertation proposes that customers’
attribution of providers’ controllability (whethéne providers have the ability to control the
transaction failure situation) could be a mediatiothe influence of sources of fault and social
obligation bias on psychological contract breach.

Study 3 explores how service provider, can recfroen the negative outcomes of
psychological contract breach. Research on sergm®very suggests that fairness judgments
influence customers’ perception of betrayal (Greget al. 2009) and anger (Gregoire et al.
2010). Hence, this dissertation proposes thatifr#itovery strategy can restore the perception of
fairness, customers may feel less betrayed anciegy. Financial compensation is often used
as a recovery effort to correct service failurelgeas that cannot be otherwise addressed
because of the nature of the services (Levesqu&laibugall 2000). This dissertation further
proposes that relevance of compensation (monetanyent) to a consumption goal may
increase perception of utility and value and thusrmote perception of fairness, promote
recovery from feelings of betrayal and anger, asiare high evaluation of partner quality.

However, the effect of compensation relevance ompting fairness judgment may be

contingent on customers’ justice beliefs. Socigcpslogy research (Tanaka 1999) suggests that
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fairness judgment is difficult because of varioussbs, such as egocentric fairness bias, which
causes one to consider one’s own behavior asder than unfair and others’ behavior as
unfair rather than fair. The effect of egocentduriess bias can be strengthened by customers’
beliefs of a just world. Hence, this dissertatioogoses that the influence of relevant
compensation in promoting fairness judgment magttenuated by customers’ justice belief
salience, and perceived fairness mediates theeimélel of compensation relevance and justice
belief salience on negative outcomes of psycho&giantract breach.

In sum, this dissertation establishes a comprehemsodel of psychological contract

breach in the customer-firm relationship to ansterfollowing research questions.

1 When and how do customers perceive psychologicdtax breach?

2. Which types of customers are more likely to peecpaychological contract breach?

3. What are the negative outcomes of psychologicaraonbreach in the customer-firm
context?

4, What strategies are effective for recovering frowm negative outcomes of psychological

contract breach?
In the remainder of this dissertation, the relewhabretical background of service failure and
recovery and psychological contract breach is meste Then, hypotheses regarding the four
guestions are developed, and results of four omxperimental studies are reported. Through
answering the four questions, this dissertatioends to provide marketing researchers and
practitioners with a better understanding of custehpsychological processes in service failure

and recovery in which customers may perceive achreédpromise by a firm.
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CHAPTER 2
LITERATURE REVIEW
Service Failures

“Service encounter” is a term used to describaribenent of interaction between the
customer and the service firm (Bitner, Booms anuleBailt 1990). Services, especially those in
labor intensive contexts, are inherently heterogasetheir performance varies from provider to
provider, from customer to customer, and from aeagldy and thus are rarely standardized
(Berry 1990). As a result, a variety of things ganwrong in service encounters (Swanson and
Kelly 2001). “Any service-related mishaps or perbk (real and/or perceived) that occur during
a consumer’s experience with a provider” are refitto aservice failuresn the marketing
literature (Maxham 2001, p.11). Failures may be tdusontact employees’ unprompted actions
(e.g., rudeness, stealing, or ignoring customé&gd responses to customer needs and requests,
or failed core service, such as unavailable orasoeably slow service (Bitner et al. 1990).

Bitner et al. (1990) suggest that the service en@yshould be described from
customers’ point of view: customers interpret tlmimn special needs or requests and make
judgments of whether their special needs or reguast being accommodated. Hence, a
customer may perceive a service failure duringréise encounter, whereas it is not seen as such
by the service provider. This is supported by Bag@978), who concluded that the quality of
marketing transactions depends particularly on tiwgncongruency/incongruency between
consumers and firms. For example, the consumersepgons of actual marketing transactions
may be incongruent with the expectations evokatiem by advertising messages, personal

needs, prior experience (Parasuraman et al. 198t8ainl et al. 1993), promises made by the
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service provider (Zeithaml et al. 1993; Gronroo84;9/VNan et al. 2011), or images of the firm
(Gronroos 1984).
Consequences of Service Failures
Traditional research in consequences of serviterés focuses on customer

dissatisfaction, based on the expectancy discoafiom paradigm. Customers experience
negative expectation disconfirmation when servia¢$o meet customers’ initial expectations.
This negative disconfirmation decreases custonsfaetion (e.g., Oliver 1981; Churchill et al.
1982; Spreng and Chiou 2002; Darke et al. 201Q)eRéy, studies have explored consequences
of service failures other than dissatisfaction hsag negative emotions (anger, frustration, etc.),
low trust (e.g., Nyer 1997; Soscio 2007), renegetiaelationship (Chung and Beverland 2006),
feelings of betrayal, and revenge (Gregoire anddfi2008).

Some researchers have investigated customer erabteactions to service failures from
the cognitive appraisal theory perspective (e.gerN997; Soscia 2007; Zourrig et al. 2009;
Gregoire et al. 2010). According to Lazarus (19¥#)en people confront an event that causes
stress, emotions are developed on the basis afr@arappraisal and a secondary appraisal. A
primary appraisal refers to the individual’'s cogratappraisal of the event’s significance for the
individual's well-being, whereas a secondary amalaiefers to the appraisal of the potential to
cope with the event. Lazarus (1991) proposes aittegimodel of emotion that specifies the
relationships between cognitive appraisals and em&tCognitive appraisals of an individual's
situation lead to a subjective experience (affeat)ion tendencies (e.g., the urge to attack when
angry), and physiological responses (e.g., inceehsartrate, facial expressions); the
combination of the three responses leads to theidwdl’'s emotional reactions, such as sadness,

frustration (Nyer 1997; Soscia 2007), and anger{NyY97; Soscia 2007; Gregoire et al. 2010).

www.manaraa.com



Other researchers have used the relational paradi¢meusing on consequences of
service failures (Aaker et al. 2004; Wan et al. 20@regoire et al. 2009). The traditional
customer relationship management (CRM) literatuoelds suggest that establishment of a
strong relationship with customers will inhibit theegative reactions when they confront
service failures, an effect expressed in the safowg is blind” (e.g., Gregoire and Fisher
2006). Nevertheless, a growing research area lolve@ becomes hate” effect suggests that loyal
customers will be especially likely to react negally to unacceptable service (e.g., Gregoire and
Fisher, 2008; Wan, 2011).

First, service failures are more likely to trigggreegative emotions in loyal customer..
Customers who have high quality relationships whtafirm will feel betrayed, angry, and
unhappy when they experience service failures (@regnd Fisher 2008; Gregoire et al. 2009;
Wan et al. 2011). Perceived betrayal is definethasistomer’s belief that a firm has
intentionally violated what is normative in the ¢ext of their relationship” (Gregoire and Fisher
2008). Betrayal is not synonymous with dissatistactExpectation disconfirmation triggers
dissatisfaction, whereas feelings of betrayal imgaohore extreme cognitions, such as a sense of
violation or infringement of normative standardgiy€& 1996; Elangovan and Shapiro 1998;
Ward and Ostrom 2006)). Anger, too, is differeonfrfeelings of betrayal; anger is an intense
and action-driven emotion, whereas betrayal inv®feemation of beliefs of violation (Gregoire
and Fisher 2008).

Second, loyal customers may be more likely thaerstto engage in extreme behavior
after failed service encounters. Customers’ belal/responses to service failures include
consideration of reparation and retaliatory behaBefore engaging in retaliatory behavior,

customers may consider first asking for reparatiwaugh the recovery process, which is a
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positive mechanism for restoring customer satigfadiGregoire and Fisher 2006; Gregoire and
Fisher 2008). However, the customer who feels petravill find it extremely difficult to

forgive the provider and may seek to punish andnmenience the provider. Retaliatory
behavior varies from spreading negative word-of-thda verbal or physical aggression to abuse
of the service provider's employees. Loyal custawan thus become enemies of the service
provider (Gregoire and Fisher 2008; Gregoire e2@09).

Moreover, relationship strength, such as levelsustomer trust and commitment, will be
damaged by service failures. Aaker et al. (2004pssats that service failures that cause
relational transgressions may hurt customers’ etedn of the service providers’ partner quality,
depending on the brand personality strategiesiterpersonal communication, relational
transgressions refer toviolation of the implicit or explicit rules guidinglationship evaluation
and performancéMetts 1994)Relational transgressions can damage the stabfley
relationship, and if severe, can result in feeliofjbetrayal and ending of the relationship (Metts
1994). In long-term relationships, transgressiaorsreevitable. The longer a relationship lasts,
the more likely the customer is to experience i@tat transgressions, which are inherently
harmful to the customer’s perception of the firpp&tner quality. If the brand is a sincere brand,
which means its image is more warm and trustabiersgression will reduce the customer’s
inference of the brand’s partner quality; if thatw is an exciting brand, which means its image
is more active and uncertain, a transgressionnaillbe related to its ultimate quality as a
partner. As a result, the customer-brand relatipnstnength will be attenuated by a decrease of

the evaluation of the brand’s partner quality (Aagteal. 2004).
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Service Recovery Strategies

Service recovery strategiesfer to service companies’ actions to resporat tectify service
failures (Gronroos 1988; Maxham 2001). Some sergcevery efforts may compound the service
failure problem (Kelley et al., 1993), while othengy restore customer satisfaction (Goodwin and
Ross 1992; Hart et al. 1990; Maxham 2001). Thusalhcecovery strategies are effective.

The most commonly used recovery strategies ar@gpoassistance, and/or
compensation (Bitner, Booms, & Tetreault 1990; Harml. 1990; Hoffman, Kelley, & Rotasky
1995; Kelley, Hoffman, & Davis 1993). Severity arrticality of the failure, as well as the type
of service, may influence the effectiveness of ezdhese (Levesque and MaDougall 2000).
Typically, customers expect gains from recovergtstyies to rectify any losses caused by
service failures. Apology, because it providegelitfain for customers, is the least effective
strategy. Assistance, i.e., taking of action t@hesthe problem, is usually the most effective
recovery strategy and may bring the customer batksther original expectation status
(Levesque and MaDougall 2000). However, in mangsaassistance is not applicable, and the
problem cannot be fixed because of the natureeo$énvice (e.g., no room available in a hotel).
In such cases, compensation, which involves mopgyment, is often required to offset the
inconvenience the customer experienced (Levesquidlambougall 2000).

Justice theory has been used to explain customeastions to recovery efforts (Kau et
al. 2006). Cognitive judgments of justice inclyddgments oflistributive fairnessprocedural
fairness andinteractional fairnessfter service recovery (Gregoire and Fisher, 2008)
Distributive fairnesgefers to the outcomes or the compensation regdiyeustomers (Gregoire
and Fisher, 2008). For example, the consumer maluate the specific outcome of the recovery

effort and compare what the service provider dithwihat the customer lost (Kau et al. 2006). It
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also involves customer knowledge about how othstarners were treated in similar situations;
customers may feel unhappy if they perceive tha freated them differently from other
customers. Distributive justice significantly affecustomers’ repatronage and negative word-
of-mouth (Blodgett et al. 1997procedural fairnesswhich refers to the customer’s perceived
fairness of the firms’ procedures, policies, methahd criteria to address consumers’
complaints (Gregoire and Fisher, 2008), is affettgthe firm’s management of process control,
decision control, accessibility, timing/speed aledibility (Tax et al. 1998). For example, the
customer may be satisfied with the outcome of sicerecovery effort but dissatisfied with the
slowness of the procedsteractional fairnessefers to the manner in which frontline employees
treat customers (Gregoire and Fisher, 2008). Theoower may be satisfied with the fairness of a
service recovery outcome but still feel unhappyrdoging treated unfairly in the interactional
process (Bies and Shapiro 1987). For exampleacbeiployees may say something that is not
honest, may treat customers impolitely, or may rgraustomer interests (Tax et al. 1998). These
judgments of fairness in service failure and recpwuefluence customers’ negative emotional
reactions, such as feelings of betrayal and amgenell as their behavioral responses, such as
venting and revenge (Gregoire and Fisher, 2008g@&ire et al. 2009; Gregoire et al. 2010).

In addition, researchers in relationship markehiage used the relationship paradigm to
explain consumers’ responses to recovery effoasekample, Morgan and Hunt’s (1994)
commitment-trust theory of relationship marketingorts the idea that service recovery can
increase the customer’s confidence that the firmérough honesty and integrity to amend any
errors and thus can affect the customer’s trushterfirm (Kelley and Davis 1994; Tax et al.

1998; Morgan and Hunt 1994). In other words, aiserkecovery strategy provides an

opportunity to restore the customer’s good opimabthe service and build/maintain the
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customer-firm relationship (Levesque and MaDoug@00). Nevertheless, obtaining customers’
forgiveness may be a necessary coping strategyéonoting reconstruction of the relationship
(Xie and Peng 2009; Tsarenko and Tojib 2011). afid Peng (2009) suggest that customer trust
can be repaired through affective repair efforpol(@agy, remorse, compassion), functional repair
efforts (financial compensation, managerial stepsvibid recurrence), and informational repair
efforts (the communication of updated informatiaad) ,of which enhance customers’ beliefs in
the firm’s trustworthiness and help to create custioforgiveness.
Psychological Contract

The term psychological contraétwas first coined around 1960 (e.g., March and@&im
1958; Argyris 1960). Initially, psychological coatts were seen as individuals’ beliefs about
mutual expectations of “give and get” from eacheotin the relationship (e.g., Levinson et al.
1962; Kotter 1973). This concept was not well depel until Daniel Rousseau revisited the
term and redefined it as “an individual’s belie§aeding the terms and conditions of a reciprocal
exchange agreement between the focal person atlteaparty” (Rousseau 1989). A key
element of Rousseau’s definition is “the belieftthgromise has been made and a consideration
offered in exchange for it, binding the partiestone sets of reciprocal obligations.” Since
Rousseau’s 1989 article, later studies of psycho&bgontracts, which tend to emphasize beliefs
about promises (e.g., Morrison and Robinson 1991)gest a promissory focus as promises
come to be seen as more clearly contractual aodger than general expectations and
obligations. Only those obligations and expectatiansing from the individual’s perceived
promise are considered part of the psychologicatraot (Conway and Briner 2005), and not

necessarily those recognized by the organizatiooriisbn and Robinson 1997).
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Psychological contracts are based on perceivedipesimHence, the promises can be
explicit or implicit. Verbal or written agreementsgade by an organization are usually considered
explicit promises. Implicit promises could evoke@sological contracts when they are
interpreted by individuals. Therefore, psycholofaantracts are inherently subjective (Conway
and Briner 2005).

Social exchange theory has explanatory value ®rake of psychological contracts in
relationship building. A social exchange relatiapshvolves a specific type of exchange
(transactional exchange or relational exchange)aasykcific type of relationship (transactional
relationship or social relationship) (Cropanzand Bhchell 2005). In other words, relationships
can be distinguished from the transaction procgsigh means the two parties in a transactional
relationship (or a social relationship) may havbesia transactional or a relational exchange.
Social exchange theory involves rules that govétigations arising from a mutually established
social system. Different mutual relationships gateedifferent types of rules.

In the organizational behavior literature, two tyd psychological contracts have been
observed: transactional and relational (ConwayBmiaker 2005; Morrison and Robinson 1997).
Both types can be viewed as social exchanges sdcdonal exchanges and relational
exchanges — in which promissory obligations ardharged. Hence, the types of psychological
contracts can be extended to transactional costia@ social (or transactional) relationship, and
to relational contracts in a social (or transaalprelationship (See Figure 1) (Morrison and
Robinson 1997).

Psychological Contract Breach
The perception that “one’s organization has faitecheet one or more obligations within

one’s psychological contracts in a manner commeasuwyith one’s contributions,” labeled as
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psychological contract breadMorrison and Robinson 1997), is a perceived éjsancy
between what has been promised and what is acteaiyved in a reciprocal relationship. The
discrepancy is based on an evaluation of one’s@watribution to acquiring the reward. Hence,
psychological contract breach involves both a sefhsafairness and unmet expectations
(Conway and Briner 2005).

Psychological contract breach is thought to begyeed in one of two conditions, as
follows. First, the organization has actually rezegn a promise and not fulfilled its obligations.
Second, the organization has fulfilled its obligatto an individual, yet the individual believes
otherwise because of the beliefs s/he holds abptdraise or obligations that differ from those
held by the organization (Robinson and Morrison@®Morrison and Robinson 1997).

Reneging occur “when agents of the organizationgeize that an obligation exists but
they knowingly fail to follow through on that obagon” (Morrison and Robison 1997). The
organization may knowingly break its promises digations in two situations. First, the
organization may be unable to fulfill the promisdaligations because of factors such as low
expertise and lack of financial resources. Sectiraprganization may be unwilling to fulfill its
obligations. For example, the organization may wamhaximize its profit by minimizing its
cost and so may violate its promised obligationthBaf these two situations will lead to unmet
promises and consequentially to psychological emhtoreach.

Incongruence occurs when the two parties in treiogiship hold different
understandings of a promise (Morrison and Robi€8v). Three conditions may lead to
incongruence: divergent cognitive schemata, coniglexd ambiguity of obligations, and
ineffective communication. Cognitive schemata reter‘organized knowledge about a given

concept or type of stimulus” (Taylor and CrockeB1p Because the two parties in a relationship
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may bring different cognitive schemata to the siturg the two parties’ interpretations and
memories of promises may be different; either thelrefs about the nature of a promise, or their
beliefs of whether a promise has been made, cofiét.d

Whether an individual is able to perceive a disaney between what is promised and what
s/he actually receives and then perceives a pygital contract breach is contingent on the
situation and on individual differences. For exampgh individual may not recognize the
discrepancy if it is not salient. Salience, therdedgo which a discrepancy stands out from its
immediate context, may be influenced by the sizhefdiscrepancy, the importance of the
promise, and the vividness of the promise in tlévidual's mind. In addition, customers’
motivation to detect the discrepancy is an impariactor in perception of psychological contract
breach. Individuals typically may or may not be @emmed with the organization’s ability and
willingness to fulfill its obligations (RousseaudalicLean Parks 1993), or may have different
levels of energy or vigilance to scan informatiegarding their situation (Morrison and Robinson
1997). Another important factor in perception ofg@®logical contract breach is the self-serving
bias. Individuals with high self-serving bias maawa distorted perceptions of how well they and
the organization have fulfilled their respectivdigditions (Morrison and Robinson 1997).

After perceiving a psychological contract breachjraividual is likely to engage in an
interpretation process, which involves individualegnitive processes of outcome assessment,
attributions and fairness judgments. These cognappraisals will likely evoke the individual’'s
emotional reactions. These emotional reactionsideh combination of negative affective and
emotional reactions such as feelings of betrayalr(Mon and Robinson 1997), and anger and
frustration (Averill 1985; Ekman, Friesen and Eltstih 1982), that stem from the perceived

failure to receive something that has been perdemgepromised (Ortony et al. 1988; Robinson
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and Morrison 1995; Robinson and Rousseau 1994)c®hmbination of negative affective and
emotional reactions represents a mental readioessibsequent actions, such as attitudinal and
behavioral responses (Morrison and Robinson 198 8xtreme cases, individuals engage in
venting, revenge (Morrison and Robinson 1997) aitddsawal behavior such as leaving the
organization (Conway and Briner 2005). The undagyieason for the negative outcomes is that
individuals who perceive psychological contractaate will view the relationship more
negatively than other individuals will (Conway aBdner 2005).
Comparison of Psychological Contract and Expectatio

In the consumer expectancy literature, there istandard definition of expectations. Some
view it as general, overall evaluative judgmentthefproduct (e.g., Cardozo, 1965; Cohen and
Goldberg, 1970; Olshavsky and Miller, 1972). Othessider it as consumers’ desire of what a
service provider should do, or normative servieeggsuraman et al. 1985). Olson and Dover
(1976) suggest that expectations can be one typeliefs that is specifically used regarding a
“future event or state of affairs.” Spreng (199¢)eee with Olson and Dover (1979) that
expectations are “beliefs about a product’s attebwr performance at some time in the future.” In
the basis of the definitions, psychological cortteard expectation are two different concepts.

Psychological contract refers to an individual'$dfeabout reciprocal obligations based
promises made by the other party and her/his owsideration (Morrison and Robbison 2000).
Beliefs about psychological contract should refeott imply the other party to the contract, an
exchange between two parties, strength of the &vtigs’ motivation to act, and perceived
mutual agreement (Conway and Briner 2005). Henelefs about a product’s attributes or
performance may arise from beliefs about reciprobéibations based on the firm’s promises,

but the two are different.
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CHAPTER 3
THEORETICAL FRAMEWORK
Overview of the Models and Definitions

This dissertation explores psychological contraeabh in the customer-firm relationship
through three studies (Figures 2, 3, 4 and 5).\Bludvestigates the basic conditions of
perception of psychological contract breach andutsomes. In Study 2a and Study 2b, it is
asserted that information about source of fault@mslomers’ social obligation bias are two
important antecedents of perception of psycholégioatract breach, and customers’ attribution
of controllability to the service provider is theyghological process that leads to perception of a
breach. Study 3 focuses on the potential for serproviders to recover from the negative
outcomes of perception of psychological contraebh. It suggests that relevant compensation
may promote customers’ perception of fairness antefore allow the firm to recover from the
negative outcomes. Nevertheless, the effectivenfesdevant compensation may be influenced
by customers’ beliefs of a just world. Definitiookall concepts involved in the three studies are
as follows:

Transaction failureoccurs when a customer perceives that her/hisucopison goal is
not achieved and that the transactional exchangdilad. In contrast to service failure,
transaction failures better depict customers’ egpees of mishaps in a service encounter in
which the customer does not achieve the goal oinguyre service even though the service
provider may have done nothing wrong.

Psychological contraatefers to a customer’s beliefs about reciprocéibabions
between her/himself and the service provider, Witdse obligations based on a perceived

promise made by a provider for a service transacial a reciprocal consideration offered by
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the customer. Psychological contract binds thepgaries to some sets of reciprocal obligations.
It is different from expectations, which is defingslinternal standards or benchmarks that
customers use to evaluate the product or servigertiteive (McDougall and Levesque 1998).
This dissertation starts from the most basic tyfgegsgchological contract, a transactional contract
in a transactional relationship, to investigatedhgin of the development of a customer-firm
relationship.

Psychological contract breadh the customer-firm relationship context referat
customer’s perception that a service provider hdsd to meet one or more obligations within
her/his psychological contracts associated witaraice transaction in a manner commensurate
with her/his contributions. Obligations of the Seevprovider and the customer to a transaction
can be both economic and relational. This disgertdbcuses on economic obligations, which
are reciprocal obligations associated with a tretisa itself, without involvement of any
relational norms. Hence, in this dissertation, ychslogical contract breach is defined as a
violation of a transactional contract in a transal relationship.

Feelings of betrayalefer to “a customer’s belief that a firm has mtenally violated
what is normative in the context of their relatibips (Gregoire and Fisher 2008).

Partner qualityrefers to a customer’s evaluation of a service iplens capability to be
a trustworthy partner. In a marketing context, saclevaluation can derive from evaluation of
such behaviors as “promises are kept, relationfshiyires are avoided, problems are resolved,
and long-term consumer interests are served” (Aakal. 2004, p 2). The evaluation results in
customers’ perceptions of the partner’s dependglaihd reliability, trustworthiness,

supportiveness, and accountability, which custorasesto gauge partner capabilities, intentions,
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and motives in meeting relationship obligationsKéaet al 2004). Partner quality inferences
influence relationship strength and course (Sirdesth et al. 2002; Aaker et al. 2004).

Source of faultefers to information as to which party has madastake directly related
to a transaction failure. This dissertation focuse$wo conditions: in one, information provided
indicates that the service provider is at faulthe other, it indicates that the customer is altfa

Attribution of controllabilityof the service provider refers to customers’ bittions of
whether the service provider has the ability totaarthe transaction failure situation. Even
though the service provider may not be the paiy ithitiated the failure, the customer may still
attribute the failure to the fact that it had thdity to control the situation but did not.

Social obligation biass the customer’s tendency to focus on self-ohilbgefulfillment
or others’ obligation fulfillment in exchanges imetmarketplace. If the customer pays more
attention to self-obligation fulfillment in a seca encounter, s/he will generate more thoughts
about self-obligation fulfillment than about thensee provider’s obligation fulfillment. In
contrast, if the customer pays more attention berst obligation fulfillment in the service
encounter, s/he will generate more thoughts allmusérvice provider’s obligation fulfillment
than about self-obligation fulfillment.

Compensation relevance the degree to which the financial or monetanyp®rt
provided by the service provider to recover thageation failure is relevant to the consumption
goal associated with the transaction. This disgBertaonsiders two types of compensation:
Relevant compensation is financial compensationishgerceived as related to the consumption
goal; irrelevant compensation is financial compénsaahat is not perceived as related to the

consumption goal.
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Perception of fairneseefers to a customer’s perception of whether #reise failure is
recovered so that the customer is treated fauwbtly and equitably. Skarlicki and Folger (1997)
indicate that a lack of perception of fairnessuafices thoughts of acts of retaliation.

Justice saliences defined as customers’ accessibility to a justlevbelief (Karrenmans
et al. 2005; Lucas et al 2010). When justice belet salient, customers tend to believe that a
conflict should be solved in a fair manner (Karrems et al. 2005), such that people receive

rewards for the good they have done and punishfoettie evil they have done (Tanaka 1999).

Study 1. A Basic Model of Psychological Contract Brach in Customer-Firm Relationships

The literature just discussed suggests that wheanaaction failure occurs, an individual
might perceive that the other party in the relatlop reneged on a promise and therefore might
perceive psychological contract breach, regardiésghether it indeed made a formal or written
promise (Morrison and Robbinson 2000). Hence, &reti@n failure is one important condition
for perception of psychological contract breach.

In addition, according to the definition of psyabgical contract breach, customers
perceive breach when they found a discrepancy leetwihat they experienced and what are in
their psychological contract. Therefore, concepyuglsychological contract is also one
important condition for perception of psychologicahtract breach. An expectation is not
necessarily related to a psychological contracidireFor example, when a sales representative
makes verbal promises, the customer may very ligetgeive a psychological contract that
obligates the service firm to fulfill the promistgims. In contrast, when similar terms are
described in online customer reviews, the customter reads them may be less likely to
perceive a psychological contract and less likellgdld the belief that the service provider has

an obligation regarding certain terms. Althoughiknmevels of expectations could be evoked
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by both sales messages (psychological contractpalirte customer reviews (no psychological
contract), the customer will perceive a psycholaaontract breach only if terms are in the
sales messages, for example, and not in the oclistemer reviews.

Second, when a transaction failure does not otisargustomer who holds a belief
regarding a psychological contract about the serprovider’s obligations will not perceive a
psychological contract breach. When the consumjaat is included in the terms of a
psychological contract, the customer will percavesychological contract breach when the
consumption goal is not achieved and the transaaidts. Thus, a transaction failure and a
psychological contract are the two basic conditimns psychological contract breach.

H1. When both psychological contract and transactiatlufa are high, the customer will
be more likely to perceive a psychological conttagtach than under conditions in which
psychological contract and/or transaction failuresdow.

The literature also suggests some possible consegsi®f a psychological contract
breach. One important consequende&ings of violationwhich is a negative emotional blend
or a combination of emotions, such as anger, ftistr, resentment, indignation, and even
outrage (Morrison and Robison, 1997). However niaeketing literature on service failures
distinguishes feelings of betrayal from other negaé¢motions, such as anger. This dissertation
argues that when reciprocal obligations are inwblvea violation, both feelings of betrayal and
other negative emotions may be triggered, whemapnocal obligations are not involved in a
violation, customers may experience some negathaiens but not feelings of betrayal. Hence,
this dissertation is consistent with the marketitegature and distinguishes feelings of betrayal
from other emotional factors in the concept ofifegd of violation. If the customer does not

perceive a psychological contract breach, the custonay feel dissatisfied because of stresses
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brought on by unmet expectations (Oliver 1981)rmitfeel angry and betrayed. In contrast, the
organizational behavior literature suggests thateach will evoke feelings of violation, a
combination of feelings of betrayal and other nega¢motions, such as anger. If the customer
perceives a psychological contract breach, s/hereeqces stresses brought on by perceived
unmet obligations promised by the service provi&ailures of fulfilment of the reciprocal
obligations/agreement violate norms of reciproanijch will trigger not only anger but also
feelings of betrayal (Morrison and Robinson 199HEgnce, a psychological contract breach may
lead to feelings of both betrayal and anger inctinigomer.

H.a: Perception of psychological contract breach irases feelings of betrayal.

H.p: Perception of psychological contract breach irasse levels of anger.

Service exchange failures may lead to customegiitive evaluation of service providers
and result in customers’ inferences of the proadeartner quality. Evaluations of partner
capabilities and efforts in managing promises fte\a foundation for partner quality inferences
that affect relationship evolution (Aaker et al 2D0~or example, if the customer perceived that
a promise was made by a salesperson of a prowadethe provider did not later fulfill that
promise and caused a transaction failure, the mestwill tend to make a negative inference of
the provider’s partner quality, such as “it is aypder with low capability to be a trustworthy
partner because it broke the promise.” In contrte customer holds an expectation of a
service outcome based on an online customer re@et@nsaction failure may not lead to
customers’ negative inference of the provider'smarquality, because the provider made no
promise; the service outcome was suggested by otistomers, and the provider had no
obligation regarding the suggested service outcdrnes, the customer’s evaluation of the

provider’'s partner quality will be made not on theesis of an unsatisfied service outcome, but on
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the basis of trustworthy behaviors, such as fatiht of promises and solving of problems.
Hence, customer perception of psychological cohtvegach can be one important factor in
partner quality inferences.

H.c: Perception of psychological contract breach deses customer evaluation of partner

quality.

The marketing literature suggests that servicerfes lead to customers’ negative
reactions, such as low levels of partner qualigleation and feelings of betrayal (Aaker et al.
2004; Gregoire et al. 2009; Wan et al. 2011). Cossible psychological process could be
perception of psychological contract breach. As gliscussed, transaction failure and
psychological contract are the two conditions atpption of psychological contract breach,
which in turn leads to customers’ negative reaatidtence, this dissertation proposes that
perception of psychological contract breach is diater of the influence of transaction failure
and psychological contract on customers’ negataetions.

Hs: Perception of psychological contract breach méesahe interaction effect of

transaction failure and psychological contract @elings of betrayal.

Hsa: Transaction failure positively affects feelingsbetrayal through the mediation of
perception of psychological contract breach.

Hsp: Psychological contract positively affects feebrngf betrayal through the
mediation of perception of psychological contractdzh.

H4: Perception of psychological contract breach meéesahe interaction effect of

transaction failure and psychological contract amger.

H4a: Transaction failure positively affects anger tbhgh the mediation of perception of

psychological contract breach.
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Hap: Psychological contract positively affects angamotugh the mediation of
perception of psychological contract breach.
Hs: Perception of psychological contract breach meéesahe interaction effect of
transaction failure and psychological contract carfmer quality.
Hsa: Transaction failure negatively affects partneratjty through the mediation of
perception of psychological contract breach.
Hsp: Psychological contract negatively affects partgeality through the mediation of

perception of psychological contract breach.

Study 2. Antecedents of Psychological Contract Bagh

Given that perception of psychological contracelstemay lead to many negative
outcomes, exploration of possible antecedentsyaflfpdogical contract breach becomes
important. From study 1, we may determine that win@msaction failures occur, the customer
will perceive psychological contract breach whdregderceives a psychological contract about
obligations of the service provider. However, dituas of transaction failures vary, and
customers’ diverse characteristics may influene# ferception of a breach. This dissertation
intends to systematically explore situational aatspnal antecedents of psychological contract
breach when transaction failures occur.
Study 2a. Source of fault

Customers typically attempt to determine who wapoesible for a perceived
transaction failure and whether the responsibleygerd control over the cause of the failure;
such actions are labeled the process of causilwitm (Magnini et al. 2007; Folkes 1988;
Maxham Il and Netemeyer 2002). The customers ntizipate the failures during transactions

to mistakes made by the firm or by themselves.rimédion about who has made the mistake
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may influence customers’ causal attribution. Thssedrtation suggests that in the absence of
other information, the customer tends to attridbeefailure to the party who is seen as the direct
source of fault. If customers attribute the failtoghemselves, they are less likely to perceive
providers’ reneging on the promise and thus dgoeateive a breach even though they have a
psychological contract. Customers having a percepsgchological contract may perceive a
breach only when they attribute the failure toftha, not to themselves. Moreover, customers
who have no psychological contract are unlikelpéoceive a breach regardless of source of
fault. Hence, study 2a explores a situational attent of psychological contract breach, the
source of fault, and expects an interaction eféésource of fault and psychological contract.
Hs: In the context of transaction failure, when psyldgical contract is high and the
provider is the source of fault in the providedbimhation, the customer perceives a higher
level of psychological contract breach than undenditions in which psychological
contract is low and/or the customer is the sourttaalt.

Study 2b. Social obligation bias

As suggested in Study 2a, customers may be engagadsal attribution after
experiencing transaction failures. Study 2b cormio explore the attributional process that
leads to psychological contract breach. Accordmthe organizational behavior literature,
individuals will perceive a breach when the firrmeged on its promises; either the firm was
unable to fulfill the obligations it promised tdfill, or it was able to fulfill its obligations bu
did not. In both cases, the firm was able to cdritre occurrence of the failure; it could have
avoided promising something it could not do oritilcl have fulfilled the obligations it could
fulfill (Morrison and Robinson 1997). Though thentent of promises in a customer-firm setting
may be different from that in an employee-firm isgft individuals’ reaction to violated norms of

fulfillment of a promised obligation may be simil&tence, if the customer believes that the firm
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was able to control but did not control the sitoatand allowed the failure to occur, s/he tends to
perceive a breach.
H-: Attribution of controllability positively affectserception of psychological contract
breach.

Self-serving bias influences attribution such thdtviduals tend to attribute failure to
others and success to self (Folkers 1984). Onesseling bias factor suggested by the literature
of service failure and recovery is social obligatmas (Wan et al. 2011). Whether the customer
focuses on self-obligation fulfillment or otherddlmation fulfilment may trigger her/his self
serving attributional bias. If the customer terml$ocus on others’ obligation fulfillment and
bypass self-obligation fulfilment in the marketpéa s/he may tend to attribute controllability to
the firm even though s/he made the mistake initbatson. In contrast, if the customer tends to
focus on self-obligation fulfilment in the markédpe, s/he may attribute controllability
according to her/his perception of source of fesltudy 2b explores a personal factor, social
obligation bias, as one antecedent of psychologimairact breach in the context in which
customers have a perceived psychological contraenva transaction failure occurs.

Hs: In the context of psychological contract and saation failure, when the provider is

the source of fault and the customer’s focus igherservice provider’s obligation

fulfillment, the customer tends to attribute a ld@glevel of controllability to the service

provider than under conditions in which the customéhe source of fault and/or the

customer’s focus is on self-obligation fulfillment.

The organizational behavior literature suggestsgbH-serving bias increases the
perception of psychological contract breach evengh the individual notices that the

organization has fulfilled its promises (MorrisamdaRobinson 1997). This effect can be

www.manaraa.com



28

explained by the attributional process already @ngal, that social obligation bias may influence
attribution of controllability of the provider ovéne situation and thus perception of a breach.
Moreover, when the firm made a mistake directlpted to the failure during the transaction, the
customer may tend to see the firm as having codtrohg the failure and hence to perceive a
breach. Therefore, attribution of controllabilisya psychological process in formation by
customers of perception of psychological contraeabh.
Ho: In the context of psychological contract and saation failure, attribution of
controllability mediates the interaction effectsofurce of fault and social obligation bias
on perception of psychological contract breach.
Hoa: In the context of psychological contract and saation failure, the customer
perceives a higher level of psychological conttagtach when the service provider is
the source of fault than when the customer is tluece of fault; this effect is mediated
by attribution of controllability.
Hop: In the context of psychological contract and saation failure, the customer
perceives a higher level of psychological contiargach when the customer’s focus is
on others’ obligation fulfillment than when it is gelf-obligation fulfillment; this effect
Is mediated by attribution of controllability.
Study 3. Recovering from the Negative Outcomes ofsPchological Contract Breach:
Compensation Relevance, Justice Beliefs, and FaiseJudgment
As Study 1 hypothesizes, psychological contracaditencreases customers’ feelings of
betrayal and other negative emotions and damagesudtomer’s evaluation of the service
provider’s quality as a partner, which will damagesstomer-firm relationship evolution.

Recovery from such failures could be extremelyiclift unless the service provider completely
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resolves the problem and facilitates the custoneatsevement of the initial consumption goal.
However, many service problems cannot be fixed detaly because of the nature of the
services. Managers often rely on monetary compmstt correct problems (Levesque and
MaDougall 2000). Will such compensation help a freaover from negative outcomes
associated with breach? And how will compensatifgebthose negative outcomes? Research
indicates that consumers’ fairness judgments infteegerceived betrayal and anger emotions
(Gregoire et al. 2009; Gregoire et al. 2010). Thssertation argues that compensation can be an
effective way to recover from the negative outcomigssychological contract breach and repair
customer evaluation of the service provider’s partjuality only if it can restore customers’
perception of fairness of the transactions.

Hi0a: The customer’s perception of fairness of a recoattgmpt lessens feelings of

betrayal after psychological contract breach hasm@erceived.

Hiob: The customer’s perception of fairness of a recoattigmpt lessens anger after

psychological contract breach has been perceived.

Hioc: The customer’s perception of fairness of a recoa¢tigmpt increases customer

evaluation of partner quality after psychologicaintract breach has been perceived.

This dissertation suggests that one way to incrpasmeption of fairness is to provide
relevant compensation. According to equity theorglividuals compare input (what they
contribute) and outcome (what they receive) tomeitee whether equity exists (Pritchard 1969).
Hence, only recovery strategy that induces custgrarreption of high value of what they
receive may increase customer judgment of fairrfesevant compensation provides the
customer not only tangible but also psychologicglport to achieve her/his consumption goal

and hence is superior to irrelevant compensatidmciwtends to provide merely tangible
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support. On the one hand, although relevant aeteirant compensations might have similar
monetary values, relevant compensation is moréegkl® consumption goals than irrelevant
compensation and therefore may be more likely tpdyeeived as something that can resolve the
problem to some degree. On the other hand, releganpensation is more likely to provide
psychological support (showing empathy or benewd®eand thus signal the firm’s trustworthy
characteristics. Hence, consumers may perceive otititg or value and thus more fairness

from relevant compensation than from irrelevant pensation; therefore, relevant compensation
may eventually reduce feelings of betrayal andratlegative emotions and repair/improve
customer evaluation of the service provider. Thaeefthis study explores compensation
relevance as one factor that is related to effea&@covery strategy.

However, individuals may perceive different levefdairness when receiving recovery
offers because of their individual differencesairriess judgment. For example, individuals
differ with regard to their levels of belief of ast world. The link between an individual's
accessibility to justice belief (i.e., justice galce) and her/his perception of fairness has been
supported by social psychology research (Tanak)199judgments of fair behaviors of
oneself and of another person, individuals exfabiegocentric fairness bias — they tend to
consider their own behaviors as fair and other [g®ps unfair. Justice salience may strengthen
the egocentric fairness bias, in that strong jedbielievers tend to perceive their own behaviors
as more fair and those of others as less fair, evatpwith weak justice believers (Tanaka 1999).
Can justice salience influence the effectivenesglefvance of compensation on service
recovery? This dissertation argues that strongcgistelievers, compared with weak justice
believers, are less likely to perceive fairnessmiteeeiving relevant compensation even though

it provides utility or value to resolve the proble®n the other hand, when compensation is
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irrelevant to consumption goals, both strong andkyastice believers may not perceive fairness
because they neither can perceive utility and valoeeght about by the recovery strategy.

Hi1: When compensation relevance is high and jusatiersce is low, the customer tends

to perceive a higher level of fairness than underditions in which compensation

relevance is low and/or justice salience is higlemapsychological contract breach has
been perceived.

As just discussed, compensation relevance andgusélience are two factors that
influence customers’ perception of fairness, whicturn affects recovery from the negative
outcomes of perception of psychological contraeabh. These explanations suggest that
perception of fairness could be a mediator of tiilei€nce of recovery strategies and customers’
justice salience on the negative outcomes.

Hi,: The customer’s perception of fairness mediatedrteraction effect of compensation

relevance and justice salience on feelings of lyafta

Hi.a Compensation relevance decreases feelings odymtthrough the mediation of
the customer’s perception of fairness after psyatichl contract breach has been
perceived.

Hi.p Justice salience increases feelings of betrayadugh the mediation of the
customer’s perception of fairness after psycholalgiontract breach has been
perceived.

Hi3: The customer’s perception of fairness mediategriteraction effect of compensation

relevance and justice salience on a negative ematiolend.
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Hi3a Compensation relevance decreases anger througimediation of the
customer’s perception of fairness after psycholalgiontract breach has been
perceived.
Hisp Justice salience increases anger through the atigdh of the customer’s
perception of fairness after psychological contractach has been perceived.
Hi4: The customer’s perception of fairness mediategrteraction effect of compensation
relevance and justice salience on customer infexefigartner quality.
Hi4a Compensation relevance increases customer evatuaft partner quality
through the mediation of the customer’s perceptibfairness after psychological
contract breach has been perceived.
Hi4 Justice salience decreases customer evaluatigaudher quality through the
mediation of the customer’s perception of fairn&f$sr psychological contract breach

has been perceived.

www.manaraa.com



33

CHAPTER 4
METHODS
Study 1

Participants and Design

The objective of Study 1 was to test the basicriigzal model of psychological contract
breach. The Amazon Mechanical Turk (MTurk.com) ueckcruit participants is a
crowdsourcing Internet marketplace that providaslqeasy and inexpensive access to online
research participants. Recently, use of Mturk.cornahavioral research has grown. Researchers
found that MTurk.com participants produced reliaiglgults with almost no significant
differences from traditional samples like studearhples and community samples. Therefore, it
is suitable for a wide range of behavioral reseé@todman, Cryder & Cheema 2012; Shapiro,
Chandler & Mueller 2013).

One hundred and eighty participants from Mturk.combrker pool, who live in the
U.S., were recruited to Study 1. Six responses hasgsing data and were excluded, which left
one hundred and seventy-four responses in theagdatgsis (53.1% female; 95.4% from the
U.S.; 98.3% with English as the first language)teparticipant received 50 cents as
compensation. They were randomly assigned to of@uofgroups of a 2 (High psychological
contract vs. Low psychological contract) x 2 (Higdmsaction failure vs. Low transaction
failure) between-subject factorial design. Scersawere used in the online experiment to
manipulate these two factors (Scenario I-1 ord] Scenario 1I-1 or II-2, see Appendix A).
The hospitality industry has great variability Bngce quality and thus sees a high rate of
service failure (Smith and Bolton 1998). Travel wigd TripAdvisor.com recently surveyed

more than 1,000 U.S. travelers and 60el staff and found airport/local shuttle senicene
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of the five most important hotel amenities (examiceam 2012). Hence, a free shuttle service in
a hotel serves as the context of scenarios fosttiny.
Procedure

To reduce the demand effect, participants weremniotmed of the real purpose of the
study. During recruitment, participants were tdidtta new online travel magazine was pilot-
testing some prototypical stories that it mightdea in its initial edition and were invited to
evaluate the stories.

Multiple steps were conducted in the procedureutinahree parts of the questionnaire. In
Part | of the questionnaire, participants were gmésd with three travel stories (See Appendix
A).

In Part Il, participants were told that they wemadomly assigned to evaluate Story 3,

which dealt with a customer experience with a hotgin. Each participant was asked to create a
personalized story and play the role of a custamsef the story had happened to her/him in
order to better evaluate it. The procedure useDdyarlo and Leigh (1996) was adapted and
used in this part. First, participants were asketype in the name of a well-known hotel chain
that they had never patronized and then write d@scriptive sentences with the hotel chain as
the subject. Second, they were asked to type indhee of a city they wanted to visit in the
future and then write down four descriptive senésneith the city as the subject. Finally, they
were asked to type in a must-go place in the citytaen write down four descriptive sentences
with the place as the subject. These steps wergraiesto make the role-playing exercise an
active one (Gardner and Siomkos 1985; Geller 1R8le playing is a common experimental

method and is appropriate for studies like durerward, Cantor, and Kirsch 1976; Mowen et al.
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1985).These steps, suggested by DeCarlo and Leigh (18@8¢ intended to strengthen
manipulations and enhance realism.

In Part Ill of the questionnaire, the informatiom mames of a city, a hotel, and a must-go
place collected from each participant was useditomaatically create a personalized story by the
survey software as the context of the experimestharios. Each participant was randomly
assigned to one of four groups to read a scenahab/low psychological contract (Scenario I-
1/-2, Appendix B) and a scenario of high/low trarism failure (Scenario 11-1/-2, Appendix B)
(sample size: Low failure & low contract=40; Lowltae & high contract=49; High failure &
low contract=45; High failure & high contract=4®ach scenario was automatically
personalized by the survey software so as to quorebsto the information of the hotel chain, the
city and the must-go place that each participadtgravided. After the participants had read the
scenarios, a questionnaire of the manipulationiched measures of variables were
administered. Participants were asked to immers@silves in the scenario while reading it, as
if the scenario had happened to them, and they tetéhey needed to answer every question in
order to receive payment.

Participants were asked to write down their thosgtttile they read the scenarios. No
comment provided by any participant questioned¢iadism of the scenarios. Some patrticipants
indicated that they had the similar experiencaséir own life.

Manipulation check

The manipulation of psychological contract was &leelcby a three-item, seven-point scale
adapted from Rousseau (2000) and Robinson, KradtRausseau (1994). Participants were
asked, if they had chosen the hotel chain, whetteehotel was obligated to provide free shuttle

services when they wanted it if they had reservede day before. Cronbach’s alpha of the
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scale was acceptable=0.88). In addition, a single-item, seven-pointlsc@as used to check the
manipulation of transaction failure. The particifsawere asked if they agreed that the hotel
chain did noprovide free shuttle services to them when theytedito use it. The expectation of
the free shuttle services was also measured géestem, seven-point bipolar scale adapted
from Darley and Smith (1993). Participants wer® alsked to rate their expectation of how
likely it was that they would receive the free sleuservice (See Appendix D).

MANOVA analysis was used to check the manipulatiohgsychological contract and
transaction failure. Results indicated that themediects were significant, which suggested that
participants could differentiate the two levelgosf/chological contract (5.56 vs. 6.25, F(1,
165)=8.41, Wilks’ Lambda =0.90, p<0.01, Partial sgaared = 0.06) and the two levels of
transaction failure (1.54 vs. 6.10, F(1,165)=402Waks’ Lambda = 0.26, p<0.01, Partial eta
squared = 0.71). The main effect of psychologicaltact on transaction failure, the main effect
of transaction failure on psychological contracil #he interaction effects of both on
psychological contract and transaction failure war@ot significant, which suggested a lack of
confounding effect (Perdue and Summers, 1986).

No significant main effect of psychological contratanipulation on expectation was
found in the data analysis (F(1,165)=1.32, p>0.T0)s result suggested that the participants
could identify different levels of psychologicalrteact and yet had the same levels of
expectations about the free shuttle service. Hattette, tended to support the conclusion of no
confounding effect of expectations.

Measures
Dependent Variables (See Appendix Bgychological contract breach was measured

with a five-item, seven-point scale adapted fronbiRson and Morrison (2000) and feelings of
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betrayal with a three-item, seven-point scale asthfrom Gregoire and Fisher (2008). Anger
was measured with a six-item, seven-point scalptadgrom Robinson and Morrison (2000)
and partner quality with a six-item, seven-poirgls@dapted from Aaker et al. (2004).
Cronbach’s alphan) was used to check the reliability of these measuill of these measures
had acceptable alpha (psychological contract bre@c®0; feelings of betrayal=0.98;
anger=0.99; and partner quality=0.92).

Confirmative Factory Analysis (CFA) was used toatherhether psychological contract
breach, feelings of betrayal, and anger are thméependent constructs. In model 1 (Figure 6),
items were loaded under the three factors to wiiels theoretically belonged. In model 2
(Figure 7), all items loaded under one factor. mdel 3 (Figure 8), items of feelings of betrayal
and psychological contract breach loaded undesorgte factor and items of anger under
another single factor. In model 4 (Figure 9), itevhéeelings of betrayal and anger were loaded
under one single factor and items of psychologicaltract breach under another single factor.

Results indicated that although the fit of modéh2?/df =4.71, CFI=0.96, NFI=0.95,

RMSEA=0.15) is marginal, it still showed a bettiéttian model 2)¢/df=19.35, CFI=0.79,
NFI=0.78, RMSEA=0.33), model 3(2(df=12.30, CFI1=0.87, NFI=0.86, RMSEA=0.25) and
model 4 ¢*df= 6.72, CFI=0.94, NFI=0.93, RMSEA=0.18). Thermefodata tended to support the
assumption that psychological contract breachirfgelof betrayal and anger were three
independent constructs.

Covariate variablesimportance of the free shuttle service was measwith a single-
item, ten-point bipolar scale adapted from Darleg &mith (1993). Brand strength was
measured with two scales adapted from Laczniak,dle@nd Ramaswami (2001): brand

familiarity (a four-item seven-point scale) andrmtaeffect (a three-item seven-point scale). Task
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involvement was measured with a two-item, five-paitale adapted from Chaiken and
Maheswaran (1994). Source trustworthiness was meé&ly a three-item, seven-point scale
adapted from Chaiken and Maheswaran (1994). Crérdatpha of the multiple-item measures
were all acceptable (brand strength=0.89; sour¢rusfworthiness=0.92).

Demand effecData on the Perceived Awareness of the Researchthigges (PARH)
scale were analyzed to investigate the demandteffecenarios. PARH was measured by a
four-item seven-point Likert scale from Rubin et(@010). The PARH items had good internal
consistencyd=0.84). Item scores were averaged to produce axifat which the higher the
score, the more participants believed that theywagrare of the research hypotheses during the
experiment. A one-sample t-test showed that pperdis’ mean PARH score was significantly
lower than the scale’s midpoint of 4.00 (M=2.94,-3[386; t(173)=-10.32, p<0.01). In addition,
the PARH did not correlate significantly with anfytbe dependent variables (p>0.10 in all
cases). Hence, no evidence indicated that thetsesulild be explained by the artifact of the
participants’ expectations.
Hypothesis testing

ANOVA analysis and contrast analysis of group congoas were used to analyze the
interaction effect of psychological contract arehsaction failure on perception of psychological
contract breach and on feelings of betrayal, areget,partner quality. ANOVA analysis results
indicated that psychological contract and transadiilure have an interaction effect on
psychological contract breach (F(1,165)=10.74, @X0Partial eta squared = 0.06). Contrast
testing was conducted to examine differences ane@pgrimental groups: for the two groups
compared, the coefficient for one was 1 and foratter was -1; the coefficients for the rest

groups were 0. Results of contrast testing stroagpported the assumption of the interaction
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effect. Participants in the high transaction faland high psychological contract condition
reported higher perception of breach than did thoslee high transaction failure and low
psychological contract condition (6.24 vs. 5.0871()=3.68, p<0.01), those in the low
transaction failure and high psychological cont@mtdition (6.24 vs. 1.72, 1(171)=14.86,
p<0.01), and those in low transaction failure and psychological contract condition (6.24 vs.
1.96, t(171)=13.42, p<0.01) (See Table 1 and Fig0rg H was supported.

The mediation testing procedure suggested by BamdrkKenny (1986) was conducted to
test the mediation effect of psychological conttaetach on feelings of betrayal, anger and
partner quality (See Table 2). First, psychologamitract, transaction failure and the interaction
term (psychological contract x transaction failureye regressed on feelings of betrayal, anger
and partner quality. The regression results indt#hat transaction failure had significant main
effects on feelings of betraydl42.65, p<0.01), angep£2.43, p<0.01), and partner qualifj~¢
1.41, p<0.01). Psychological contract x transacl@iare has a significant effect on feelings of
betrayal p=1.30, p<0.01) and anggi<1.06, p<0.05), but not on partner quality. Psyogwlal
contract had no significant main effects on anthefthree dependent variables. Second,
psychological contract, transaction failure andgbsjogical contract x transaction failure were
regressed on psychological contract breach. Thessmn result indicated that transaction
failure had a significant main effect on psychobadicontract breacl$€3.09, p<0.01). The
interaction effect of psychological contract arehgaction on psychological contract breach was
also significant{=1.47, p<0.01). No significant main effect of psgldygical contract on
psychological contract breach was found. Finalbyahological contract, transaction failure,
psychological contract x transaction failure angcpslogical contract breach were regressed on

feelings of betrayal, anger, and partner qualiggfssion results indicated that psychological
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contact breach had significant direct influencegemtings of betrayalpE0.83, p<0.01), anger
(p=0.76, p<0.01), and partner qualipr€0.33, p<0.01). Thus, &4 Hazn, and H. were all
supported. By including breach as an independaidhla, the significant main effect of
transaction failure and interaction effect of pylogical contract and transaction failure all
disappeared, which suggested that breach mediadd/0 disappeared effects. The sobel-z test
results (See Table 3) confirmed that psychologioakract breach was a mediator of the
interaction effect of psychological contract arehgaction failure on feelings of betrayal
(z=3.20, p<0.01) and anger (z=3.26, p<0.0Xk)ahd H, were supported. Psychological contract
breach was also a mediator of the main effectaofdaction failure on feelings of betrayal
(z=8.23, p<0.01), anger (z=7.77, p<0.01), and earuality (z=-4.87, p<0.01).44 Hssand H,
were supported.
Discussion

Study 1 aimed to test a basic model of psycholbogimatract breach, which explored
antecedents and consequences of breach and the bolsach in building customer-firm
relationships. Findings suggested that when cus®perceived psychological contract breach,
they felt the service provider had betrayed theohvaere angry, and their evaluation of the
service provider’s partner quality was lowered.lipgs of betrayal and anger are strong
negative emotions that could lead to customer @&anich as negative word-of-mouth
(Grégoire & Fisher 2008). Low evaluation of partgaality could be an obstacle to building a
close customer-firm relationship (Aaker et al. 200%ese negative consequences indicate that
customer perception of psychological contract dreadharmful to building beneficial customer-
firm relationships to achieve firms’ financial gealrhus, understanding antecedents of

psychological contract breach becomes importabbth researchers and managers.
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Findings suggested that transaction failure istlaé antecedent of customer perception of
beach. Customers who perceived high levels of &t failure and high levels of
psychological contract may perceive higher levélsreach than other customers. To impress
and attract customers, service providers may makeewor verbal promises during their sales
efforts. Customers may buy the service becaudeesktpromises and believe that the service
providers have an obligation to provide the serase@romised. Hence, customers may perceive
certain levels of psychological contract about whaty should do and what the service provider
should do. Customers who perceive high levels gélpsiogical contract may be likely to buy
the service. However, when the customers do naesptently reach their consumption goals, a
high perception of psychological contract will leada high perception of breach and therefore
more negative outcomes. Hence, service providerd teebe careful to present terms of services
accurately during interactions with customershéyt are not sure about their ability to provide
certain services, it is unwise to make a promis@aduce a customer to believe that a promise
has been made about those services.

Findings also suggested that psychological conbezch fully mediated the main effect
of transaction failure on feelings of betrayal, @ngnd partner quality; it also fully mediated the
interaction effect of psychological contract arehgaction failure on feelings of betrayal and
anger. These findings demonstrate the importaetabpsychological contract breach in
customer-firm relationships. Transaction failure caake customers unhappy, but a more
harmful consequence could occur when the transafditure leads to customer perception of
psychological contract breach as occurs in sonogiitistances, such as when customers perceive
that the firm had made promises and had the obmigsto fulfill, but did not fulfill, those

obligations.
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Study 2a

Participants and design

The objective of Study 2a was to test the influenfcesychological contract and source
of fault on perception of psychological contraatdorh. Another two hundred and eighty-two
participants from Mturk.com’s worker pool were ngited to Study 2a. Two of them participated
Study 1 and seven of them did not answer everytqueand therefore were excluded from the
data analysis, which left two hundred and seventge participants (56.5% female; 76.1%
educated above college lev@®.4% from the U.S.; 97.2% with English as thstfianguage;
62.7% 26 to 55 years old). Each participant reckb@ cents as compensation. They were
randomly assigned into one of four groups of aighlpsychological contract vs. low
psychological contract) x 2 (customer fault vs.vper fault) between-subject factorial design.
Scenarios with a free shuttle service in a hotekwsed in the online experiment to manipulate
the two factors (see Appendix B).
Procedure

The procedure of the experiment was similar to ith&tudy 1, except in Part Ill of the
guestionnaire, the conditions in the scenarios wdferent. Each participant was randomly
assigned to one of four groups to read a scenahab/low psychological contract (Scenario |-
1/-2, Appendix B) and a scenario of customer/previdult (Scenario IlI-1/-2, Appendix B)
(Sample size: Low fault & low contract=71; Low faél high contract=72; High fault & low
contract=64; High fault & high contract=66). Afterading the scenarios, a questionnaire of the
manipulation check and measures of variables wehrerastered.

Manipulation check
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The manipulation of psychological contract was &eedoy a three-item, seven-point
scale adapted from Rousseau (2000) and RobinsaatiKand Rousseau (1994), as in Study 1.
Cronbach’s alpha of the scale was acceptal#6.85). In addition, a single-item seven-point
bipolar scale was used to check the manipulatisoaofce of fault, which asked participants to
rate whether the mistake directly related to thieifa outcome had been made by the customer
or the hotel.

MANOVA analysis was used to check the manipulatiohgsychological contract and
source of fault. The main effects were significavitjch suggested that participants could
significantly differentiate the two levels of psydbgical contract (5.57 vs. 6.18, F(1,264)=6.92,
Wilks’ Lambda = 0.97, Partial eta squared = 0.63).p1) and the two levels of source of fault
(2.68 vs. 6.40, F(1,264)=290.71, Wilks’ Lambda 44).Partial eta squared = 0.53, p<0.01). The
main effect of psychological contract on sourcéaodt, the main effect of source of fault on
psychological contract, and the interaction effeétsoth on the psychological contract and
source of fault were all not significant, which gegted no confounding effect (Perdue and
Summers, 1986). Data supported the conclusiorttieananipulations of psychological contract
and transaction failure both worked successfully.

Measures

Dependent variable$2sychological contract breach was measured byeatem, seven-
point scale adapted from Robinson and Morrison @2@8 in Study 1 and Study 2a. Cronbach’s
alpha for psychological contract breach was actépia =0.98).

Covariate variableslmportance of the free shuttle services, brarehgfth, task

involvement, and source trustworthiness were aldlsueed by items as in Study 1. Cronbach’s
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alpha 1) was used to check the reliability of all multijplem measures. The results showed that
all of these measures had acceptable alpha (Btegmthgh=0.91; source trustworthiness=0.94).

Demand effecfThe demand effect was tested using the Perceivatékess of the
Research Hypotheses (PARH) scale as in Study A $batwed that the PARH items had good
internal consistencyu€0.88). Item scores were averaged to produce axirdlone-sample t-
test showed that participants’ mean of PARH scae significantly lower than the scale’s
midpoint of 4.00 (M=3.42, SD=1.42, t(272)=-6.8, p&D). In addition, the PARH did not
correlate significantly with the dependent variafpe0.10). Hence, no evidence indicated that
the results could be explained by the artifachefparticipants’ expectations.

RealismRealism of the scenarios was measured by a sitegie-seven-point scale
suggested by Wan et al. (2011). Participants wekedato rate their agreement with the
statement, “The above mentioned situation at thelflvould be true in life.” A one-sample t-test
showed that participants’ mean realism score wgrgfsiantly higher than the scales’ midpoint
of 4.00 (M=5.58, SD=1.26, t(272)=20.69, p<0.01)atidition, the score of realism did not
correlate significantly with the dependent variafpe0.10). Hence, data supported the
conclusion that the realism of the scenarios wasfaable.

Hypothesis testing

ANOVA analysis and contrast analysis of group congoas were used to analyze the
interaction effect of psychological contract andrse of fault on perception of psychological
contract breach. Results of ANOVA analysis indidateat psychological contract and source of
fault had an interaction effect on psychologicattcact breach (F(1, 264)=6.94, Partial eta
squared = 0.03, p<0.01). Results of contrast gstirongly supported the assumption of the

interaction effect. Participants in the provideulfaand high psychological contract condition
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reported a higher level of perception of breaci tthia those in the provider fault and low
psychological contract condition (6.34 vs. 5.7268)=2.88, p<0.01), those in the customer fault
and high psychological contract condition (6.342:86, 1(269)=12.28, p<0.01) and those in the
customer fault and low psychological contract caodi(6.34 vs. 3.34, t(269)=13.16, p<0.01)
(See Table 4 and Figure 11); Was supported.
Discussion

Findings of Study 2a indicated that source of faufin important antecedent of customer
perception of psychological contract bredeimdings in Study 2a also suggested that although
psychological contract might increase participargport of perception of psychological contract
breach in the high transaction failure conditias gffect might be reduced when participants
were informed that they were the source of fawdt tbd directly to the failure. In contrast, when
participants in the psychological contract conditweere told that the service provider was the
source of fault, they reported the highest levgdofchological contract breach.

Study 2b

Participants and design

The objective of Study 2b was to test whether tifi@ence of social obligation bias and
source of fault on psychological contract breaatnlwa mediated by attribution of controllability.
Two hundred and thirty-five participants from Mtuw&m’s worker pool were recruited to Study
2b. Eleven of them participated study 1 or 2a andteen of them did not complete every
guestion and therefore were excluded, which left nundred and five responses in the data
analysis (61.5% female; 81.5% educated above @lgl; 99.0% from the U.S.; 98.5% with
English as the first language; 62.5% 26 to 55 yehts Since the number of tasks was greater in

Study 2b than in Study 1 and 2a, each participecgived 60 cents as compensation. However,

www.manaraa.com



46

some participants might give up in the middle & study due to increasing tasks. Other
participants might exit the study because theyadlygarticipated the study. Participants were
randomly assigned to one of four groups of a 2f{@aigation focus vs. Others-obligation
focus) x 2 (Customer fault vs. Provider fault) beén-subject factorial design. Before reading
scenarios, participants received a priming of s#i#r obligation focus. Scenarios with free
shuttle service in a hotel were used in the orgixygeriment to create two levels for the factor of
source of fault (see Appendix B).

Procedure

The procedure of the experiment was similar to ith&tudy 1 and Study 2a, except that
in Part Il of the questionnaire, each participaas randomly assigned to one of four groups to
receive priming of self/others obligation focus €gppendix C) and then read a scenario of
high psychological contract (Scenario I-1, See Ajpe B) and a scenario of customer/provider
fault (Scenario 1ll-1/-2, See Appendix B) (Samplees Low fault & self obligation focus=54;
Low fault & others obligation focus=48; High fadltself obligation focus =47; High fault &
others obligation focus =56).

The priming procedure of self/others obligationusevas adapted from Wan et al.
(2011). Before reading the scenarios, participaet® asked to write down their thoughts about
either self-obligation as a responsible citizea itity or the city administrator’s obligation to a
city. After the scenarios had been read, a quesdioa of the manipulation check and measures
of variables was administered.

Manipulation check
The manipulation of social obligation bias was #eecby coding the number of self-

obligation thoughts and the number of city admnmaisir-obligation thoughts. Two coders coded
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the number of thoughts independently. The intercadeeement was 93.7% for self-obligation
thoughts and was 97.1% for others-obligation thésigbisagreements were resolved by coders’
discussion. In addition, a single-item, seven-pbipblar scale was used to check the
manipulation of source of fault as in Study 2a.

MANOVA analysis was used to check the manipulatbsocial obligation bias and
source of fault. The main effects were significavitjch suggested that participants were primed
different levels of focus on self-obligation (3.62 0, F(1,201)=345.72, Wilks’ Lambda = 0.19,
Partial eta squared = 0.63, p<0.01) and city-adstritior obligation (0 vs. 2.86,
F(1,201)=472.03, Wilks’ Lambda = 0.19, Partial sg@ared = 0.70, p<0.01) and could
differentiate the two levels of source of fault0@vs. 4.73, F(1,201)=590.79, Wilks’ Lambda =
0.25, Partial eta squared = 0.75, p<0.01). The reth@ct of social-obligation bias on source of
fault, the main effect of source of fault on sdhligation thoughts and other-obligation thoughts,
and the interaction effects of both on self-obligathoughts and others-obligation thoughts and
source of fault were all not significant, which gegted a lack of confounding effects (Perdue
and Summers, 1986).

Measures

Dependent variablef2sychological contract breach was measured byeatkm, seven-
point scale adapted from Robinson and Morrison @208s in Study 1 and Study 2a. Attribution
of controllability was measured by a three-itenvesepoint scale adapted from Wagner et al.
(2009). Cronbach’s alpha for the two scales wdraaeptable (Psychological contract
breach=0.98; Attribution of controllability=0.84).

Covariate variablesimportance of the free shuttle service, branchgife and task

involvement were all measured by scales as in Stuatyd Study 2a. Cronbach’s alplg\yas
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used to check the reliability of the multiple-iteswale, brand strength. The results showed an
acceptable alpha£0.91).

Demand effecifThe demand effect was tested using the Perceivatékess of the
Research Hypotheses (PARH) scale as in Study tly &t and Study 2b. The PARH items had
good internal consistency£0.88). Item scores were averaged to produce axione-
sample t-test showed that participants’ mean PARHeswas significantly lower than the
scale’s midpoint of 4.00 (M=3.32, SD=1.35, t(204)45, p<0.01). In addition, the PARH did
not correlate significantly with any of the depentieariables (p>0.10 in all cases). Hence, no
evidence showed that the results could be explégate artifact of the participants’
expectations.

RealismRealism of the scenarios was measured by a sitggie-seven-point scale
suggested by Wan et al. (2011), as in Study 2anédsample t-test showed that participants’
mean of realism score was significantly higher ttrenscales’ midpoint of 4.00 (M=5.70,
SD=1.25, t(204)=19.49, p<0.01). In addition, therswof realism did not correlate significantly
with the dependent variables (p>0.05 in all caddshce, data supported that the realism of the
scenarios was acceptable.

Hypothesis testing

ANOVA analysis and contrast analysis of group congoas were used to analyze the
interaction effect of social obligation bias andise of fault on attribution of controllability.
Results indicated that social obligation bias amatee of fault have no interaction effect on
attribution of controllability (F(1,201) =0.117, Rial eta squared = 0.001, p>0.10). However,
results of contrast testing indicated that paréioig in the others-obligation focus and provider-

fault condition reported a higher level of contadlility than those did in the self-obligation focus
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and provider fault condition (6.42 vs. 5.87, t(28.43,p<0.05), those in the others-obligation
focus and consumer fault condition (6.42 vs. 4t@4)1)=8.69, p<0.01), and those in the self-
obligation focus and consumer fault condition (6v424.07, t(201)=10.80, p<0.01) (See Table 5
and Figure 12). kKlwas supported, although the interaction effecozial obligation bias and
source of fault was missing.

The mediation testing procedure suggested by BamdrkKenny (1986) was conducted to
test the mediation effect of attribution of conlability on perception of psychological contract
breach (See Table 6). First, social obligation lsasirce of fault and the interaction term (social
obligation bias x source of fault) were regressegerception of psychological contract breach.
The regression results indicated that source df fead a significant main effect on perception of
psychological contract breacp=3.37, p<0.01). Social obligation bias x sourcéaoit had no
significant effect on breach. Social obligationsdorad no significant main effect on breach.
Second, social obligation bias, source of fault gradinteraction term (social obligation bias x
source of fault) were regressed on attributionasftollability. The regression results indicated
that only source of fault had a significant maifeef on attribution of controllabilityp=1.82,
p<0.01). The interaction effect of social obligatinas x source of fault and the main effect of
social obligation bias on controllability were rsagnificant. Finally, social obligation bias,
source of fault, the interaction term (social oatign bias x source of fault) and attribution of
controllability were regressed on perception ofgh®jogical contract breach. The regression
results indicated that controllability had a sigraht direct influence on perception of
psychological contact breacp~0.448, p<0.01). Hwas supported. By including controllability
as an independent variable, the main effect ofcaaf fault was still significan3E2.55,

p<0.01), but the value @fwas reduced from 3.37 to 2.55, which suggestedcthrarollability
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could mediate the main effect of source of faulbosach. Sobel-z test results confirmed that
controllability is a mediator of the main effectswurce of fault on breach (z=4.74, p<0.01g, H
was supported. Since the data provided no evidiensepport the contention that controllability
could mediate the main effect of social obligatopas and the interaction effect of social
obligation bias and source of fault on breach hegitt, nor Hy was supported.

Discussion

Study 2b provided evidence that attribution of $kevice provider’s controllability over
the failure situation may positively influence peigants’ perception of psychological contract
breach. If participants attribute more controllapito the service provider, they may perceive
higher levels of breach.

Experimental results indicated that informationahwho is the source of fault directly
related to the transaction failure influences payéints’ attribution of the service provider’s
controllability. When participants were told thaetservice provider was the source of fault, they
tended to attribute higher controllability of theel@ire situation to the service provider; when they
were told that the customer was the source of,fthety tended to attribute low controllability of
the failure situation to the service provider. Henattribution of controllability mediated the
influence of source of fault on breach.

Results of Study 2b did not indicate an interacgtfiect of source of fault and social
obligation bias on attribution of controllabilitiowever, when participants were told that the
service provider was the source of fault and weiregd others-obligation focus, they were more
likely than participants in the other three coratfig to attribute high controllability to the semic

provider and thus reported the highest level otg@etion of breach in all groups.
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Study 3
Participants and design

The objective of Study 3 was to test whether tlie@émce of compensation relevance and
justice belief salience on recovery of negativecontes brought about by psychological contract
breach—feelings of betrayal and anger, and evalnaii partner quality— can be mediated by
customers’ perception of fairness. Two hundredfdtydnine participants from Mturk.com’s
worker pool were recruited to Study 3. Fifteentddh participated Study 1, 2a or 2b and fifty-
three of them did not answered all questions, batefore were exclude, which left one hundred
and ninety-two (58.3% female; 76.1% educated aloollege level; 98.0% from the U.S.; 97.4%
with English as the first language; 65.6% 26 to/&ars old). Each participant received 60 cents
as compensation. Again, the increasing missing daild be due to the increasing tasks.
Moreover, some participants might find they alrepdjyticipated the study in the middle of the
experiment. Participants were randomly assignezh&of four groups of a 2 (high relevance vs.
low relevance) x 2 (high justice salience vs. lostice salience) between-subject factorial
design. Before reading scenarios, participantsvederiming low/high justice belief salience
(see Appendix C). Scenarios with free shuttle serin a hotel were used in the online
experiment to create the context of a high levagdsyfchological contract breach (see Appendix
B). After reading scenarios, participants were shavgift card provided by the hotel in the
scenarios, which manipulated two levels of compemsaelevance (see Appendix C).
Procedure

The procedure of the experiment was similar to itm&tudy 1, Study 2a and Study 2b,
except that in Part 11l of the questionnaire, epatticipant was randomly assigned to one of four
groups to receive priming of high/low justice satie and to read a scenario of high

psychological contract (Scenario I-1, See Appemjiand a scenario of provider fault (Scenario
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l1I-2, See Appendix B), after which each was shawgift card with relevant/irrelevant
compensation (Sample size: low justice saliencewllelevance=48; low justice salience &
high relevance=47; high justice salience & low valece =52; high justice salience & high
relevance =45).

The priming of justice salience was adapted fronrémans and Van Lange (2005).
Before reading the scenarios, participants receaveask of evaluating a picture of Justitia (high
justice salience), the Roman goddess of justice/ofaan, blindfolded, holding scales in one
hand), or a garden (low justice salience) (see AgpeC). In the high justice salience condition,
participants were asked to write down the sentefitiee definition of justice in a blank (“The
world is a just world. People will be rewarded fioe good they have done and will be punished
for the evil they have done”). Then, participam®oth high/low justice salience conditions were
asked to write down their thoughts about the peghrown to them.

After reading the scenarios, participants were shawift card as compensation that
either highly or lowly relevant to their consumjptigoals in the scenarios. In the high
compensation relevance condition, the gift card /&80 coupon from a taxi company. In the
low compensation condition, the gift card was a 830pon for downloading movies online.
After the participants were shown the gift carduastionnaire of manipulation check and
measures of variables were administered.

Manipulation check

The priming of justice salience was checked bymgdhe number of thoughts about
justice in participants’ thoughts regarding thetynie they had viewed. Two coders coded the
number of thoughts independently. Intercoder ageserior justice thoughts was 89.6%. Coders

resolved disagreements through discussion. Iniadd# single-item, seven-point bipolar scale
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was used to check the manipulation of compensatiavance, which asked participants to rate
the relevance of the gift card to their goal ohgsihe free shuttle service in the scenarios.

MANOVA analysis was used to check the manipulatiohsompensation relevance and
justice belief salience. Results indicate thatrttaén effects are significant, which suggest that
participants were primed different levels of justgalience (0.02 vs. 1.68, F(1,184)=76.14,
Wilks’ Lambda = 0.99), Partial eta squared = 0[28).01) and could differentiate the two levels
of compensation relevance (2.51 vs. 5.77, F(1,1831:84, Wilks’ Lambda = 0.52, Partial eta
squared = 0.48, p<0.01) (See Table 5). The maecedf justice belief salience on
compensation relevance, the main effect of comgEmseelevance on justice salience, and the
interaction effects of both on justice salience eochpensation relevance are all not significant,
which suggested absence of confounding effectsl(fRemnd Summers, 1986). Data tended to
support the conclusion that the manipulations sfige belief salience and compensation
relevance both have worked successfully.
Measures

Dependent variable®erception of fairness was measured with a these;iseven-point
bipolar scale adapted from Gregoire et al. (2008)ven the hotel’s response, the situation you
experienced in the hotel was: fair vs. unfair, pstunjust, equal vs. unequal”). Feelings of
betrayal and anger and evaluation of partner guaktre measured with the same scales as in
Study 1.Cronbach’s alphanj was used to check the reliability of the multijgksm measures.
The results showed that they all have acceptapleagperception of fairness=0.96; feelings of
betrayal=0.92; anger=0.93, partner quality=0.86).

Covariate variablesimportance of the free shuttle service, branengjth and task

involvement were all measured by scales simildhtse used in Study 1, Study 2a and Study
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2b. Cronbach’s alphar) was used to check the reliability of the multiglem measure, brand
strength. The results showed that it has accepédbiea ¢ =0.91).

Demand effecifThe demand effect was tested using the Perceivatéxess of the
Research Hypotheses (PARH) scale as in Study tly Q@ and Study 2b. Data showed that the
PARH items had good internal consisteney(.88). Iltem scores were averaged to produce an
index in which the higher the score, the more pgudints believed that they were aware of the
research hypotheses during the experiment. A omplsat-test showed that participants’ mean
PARH score was significantly lower than the scafeidpoint of 4.00 (M=3.15, SD=1.22,
t(191)=-9.62, p<0.01). In addition, the PARH did norrelate significantly with any of the
dependent variables (p>0.10 in all cases). Hereeyidence showed that the results could be
explained by the artifact of the participants’ esjagions.

RealismRealism of the scenarios was measured by a sitegie-seven-point scale
suggested by Wan et al. (2011), as in Study 2eSamdly 2b. A one-sample t-test showed that
participants’ mean realism score was significahtgher than the scale’s midpoint of 4.00
(M=5.32, SD=1.41, t(191)=13.03, p<0.01). In additithe score of realism did not correlate
significantly with the dependent variables (p>0iri@ll cases). Hence, data indicated that the
realism of the scenarios is acceptable.

Hypothesis testing

ANOVA analysis and contrast analysis of group congoas were used to analyze the
interaction effect of compensation relevance astiga belief salience on perception of fairness.
ANOVA analysis results indicated that compensat&lavance and justice salience have an
interaction effect on perception of fairness (F8#)13.93, Partial eta squared = 0.07, p<0.01).

Results of contrast testing indicated that paréintp in the condition of high relevance and low

www.manaraa.com



55

justice salience reported higher perception ohtss than those in the high relevance and high
justice salience condition (5.63 vs. 4.51, t1(188283p<0.01), those in the low relevance and
high justice salience condition (5.63 vs. 3.2888)&7.95, p<0.01), and those in low relevance
and low justice salience condition (5.63 vs. 216188)=9.74, p<0.01) did (See Table 7 and
Figure 13). H; was significantly supported.

The mediation testing procedure suggested by BamdrkKenny (1986) was conducted to
test the mediation effect of perception of fairnesdeelings of betrayal, anger and partner
qguality (See Table 8). First, feelings of betragiatl anger and evaluation of partner quality were
regressed on compensation relevance, justice salemd the interaction term (compensation
relevance x justice salience). The regressiontesdicated that compensation relevance had
significant main effects on feelings of betrayg#{1.64, p<0.01), angd€-1.55, p<0.01), and
partner quality[{=1.13, p<0.01). Compensation relevance x justitersze likewise had a
significant effect on feelings of betray@1.26, p<0.01), angep£1.18, p<0.05), and partner
quality (3=-0.62, p<0.05). Justice salience had no significaain effects on any of the three
dependent variables. Second, perception of faiwassegressed on compensation relevance,
justice salience and the interaction term (comp@msaelevance x justice salience). The
regression result indicated that compensation aglee has a significant main effect on
perception of fairnes$€2.92, p<0.01). Justice salience likewise had aifsogint main effect on
perception of fairnes$€0.73, p<0.05). The interaction effect of psychaagcontract and
transaction on psychological contract breach wss significant [§=-1.77, p<0.01). Finally,
feelings of betrayal, anger, and partner qualityeregressed on compensation relevance, justice
salience, the interaction term (compensation rele@a justice salience) and perception of

fairness. The regression results indicated thatgp#ion of fairness had a significant direct
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influence on feelings of betraydl<-0.49, p<0.01), angep£-0.43, p<0.01), and partner quality
(=0.33, p<0.01). kbs Hion, and Hoc are all supported. When perception of fairness was
included as an independent variable, the signifioaain effect of compensation relevance and
interaction effect of compensation relevance astiga salience all disappeared, which
suggested that perception of fairness could metlihie two disappeared effects. Sobel-z test
results (See Table 4) confirmed that perceptiofaiohess was a mediator of the interaction
effect of compensation relevance and justice behé&nce on feelings of betrayal (z=3.38,
p<0.01), anger (z=3.39, p<0.01), and partner quédit-3.36, p<0.01). Thus,ip Hizand H4
were supported. Perception of fairness was alsediator of the main effect of compensation
fairness on feelings of betrayal (z=-5.90, p<0.@hger (z=-5.93, p<0.01), and partner quality
(z=5.79, p<0.01). b, Hizaand H4awere supported.
Discussion

Study 3 provided a clear picture of how a recoatgmpt may offset negative outcomes
brought about by customers’ perception of psychioldgontract breach. When the service
provider provided compensation that is highly ralevto the customer’s goal of using the
service (e.g., a $30 qift card for a taxi servigaxticipants were more likely to perceive fairness
of the recovery attempt than they were when lowwahce compensation was provided (a $30
gift card for downloading movies). The more fairmegrceived, the less negative were the
responses participants developed. If participaatsgived high levels of fairness in the recovery
attempt, they reported low levels of feeling ofragal and anger and inferred high capabilities of
the service provider to be a good partner. In @sttif participants perceived low levels of
fairness, they reported high levels of feelingbetirayal and anger and inferred that the service

provider was not capable of being a good partnendd, perception of fairness mediated the
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influence of compensation relevance on negativeameés caused by psychological contract
breach.

However, when participants received priming of higstice salience, they exhibited a
tendency toward egocentric fairness bias, percgidwer levels of fairness than those not
received priming of justice salience when the ralg\compensation was provided. In other
words, the effectiveness of relevant compensatias ieduced when participants had high levels
of justice salience. In contrast, participants wiibnot receive priming of justice belief did not
exhibit a tendency toward egocentric fairness laasd, therefore, when provided with relevant
compensation, they reported higher levels of pdioepf fairness than did those in all other
conditions (high justice salience & high relevariogy justice salience & low relevance, and low
justice salience& high relevance). Consequentlgy tieported fewer feelings of betrayal, less
anger, and a higher evaluation of partner qudtigntother participants did. In sum, perception
of fairness mediated the interaction effect ofigesbelief salience and compensation relevance

on recovering negative outcomes of customers’ péiane of psychological contract breach.
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Chapter 5
General Discussion
Limitations

Some considerations should be taken for genemglitie findings and conclusions of this
research. First, though realism of scenarios wasweed and was acceptable in this research,
some cautions should be taken because of the mtheratation of scenario studies. First, the
PARH scale mayssess whether participants felt they might know the hypothesis of the
research, but not whether they actually did know. Second, participants’ responses were in the
basis of their thoughts regarding the scenario®htiteir real experiences. The strength of their
responses may be different between laboratory @rpats and real experiences. A field study
may be conducted in future research.

Second, though MTurk.com was demonstrated asediadle source to collect data,
previous research also cautions future researgiteza using it for studies requiring high
attention on study materials and instruction (Goadret al. 2012). MTurk participants may be
not as motivated as student samples in cognitiwegssing. Hence, it is important to encourage
them to be attentive.

Finally, the correlations between psychologicaitcact breach, feelings of betrayal, and
anger were high in this research, which may causielgms of collinearity. This problem may
be resolved when using structural equation modaetirigture analysis.

Discussion

Study 1 introduced a theoretical process for ingashg the influence of psychological

contract on customers’ reaction to service fail@ervice providers’ marketing strategies

intended to attract customers may strengthen cusgmpsychological contract. If customers
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find that perceived promises in promotions, adserg or personal selling are not fulfilled
during the actual consumption experience, they pemgeive psychological contract breach.
This study demonstrated that perceived psycholbga@ract breach might have a negative
impact on building of customer-firm relationshipslbading to customers’ negative reactions,
such as feelings of betrayal and anger as wellreegative evaluation of partner quality.

However, customers who perceive a strong psychocdbgbntract may not always
perceive a high level of psychological contractatein the event of a transaction failure. Study
2a indicated that information about who was thes®of fault might mitigate the influence of
psychological contract on a perceived breach. Ssenace providers may believe that following
the adage of “the customers is always right” walirecustomers’ trust and reduce negative
reactions. However, this study finds that when@ugrs have strong perceived psychological
contract, those who believe that the service peawdabs the source of fault perceived a higher
level of breach than those who believe that théotnsr was the source of fault during a
transaction failure. Hence, service providers nexstrcise caution in giving customers
information about who is at fault in the failure h\&h customers make mistakes, they must be
informed the truth, to prevent customers’ negateagtions.

Study 2b demonstrated the important role of attidouof controllability in customers’
perceptions of psychological contract breach. Sfludid not find strong evidence that social
obligation bias was a predictor of either attribatof controllability or psychological contract
breach. However, it provided evidence that whenoraers with strong psychological contract
focused mostly on others-obligations and beliewad the service provider was at fault, they
attributed more controllability to the service piser and therefore perceived a higher level of

breach than did other customers. Hence, when sepvaviders make mistakes, they need to be
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aware that customers who tend to focus on othdrgations may react more negatively than
those who tend to focus on self-obligations. Whamise providers acknowledge that a service
failure has occurred, it may be more effectiventgphasize customers’ own obligations than
service providers’ obligations, to avoid attributtiof controllability to service providers and
perception of high levels of psychological contraach.

Negative outcomes brought about by perception pélpslogical contract breach may be
mitigated by service providers’ recovery attemptdy 3 delivered a clear picture of how
compensation that was relevant to customers’ copsamgoals raises participants’ perception
of fairness and thereby reduces feelings of beti@yad anger and boosts their evaluation of
partner quality. Study 3 reemphasized the imporaletof perception of fairness in service
recovery. However, emphasizing justice and fairmeag not be wise during service recovery.
Relevant compensation may be effective only inamusts with low justice belief salience.
When customers believe that the world is just,rtbgocentric fairness bias may more likely be
activated so that they may perceive less fairnedgeact more negatively than they otherwise
would. Hence, service providers need to not onlieran effort to design an effective recovery
strategy but also understand that their strategymoawork because of customers’ accessibility
to justice belief. A service environment and/on@@rpersonal communication that can ease
customers’ tension and focus on justice may beubsaf increasing the effectiveness of
recovery attempts.

In general, this dissertation demonstrates thathpgggical contract breach is an
important construct for understanding customergatige reactions during service failure.
Outcomes brought about by psychological contragadin can be even more negative than those

brought about by other service failure situati@msh as when customers find that their actual
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consumption experience does not match their exp@csa Hence, psychological contract breach
may hinder development of a good relationship wetv customers and lower the probability
that they will revisit.

The literature of service failure revealed thasaftbetrayal are extremely difficult to
forgive and forget (Finkel et al. 2002). The resbatescribed in this dissertation found that
service providers might recover from negative ootes through promoting customers’
perception of fairness. Only one kind of recovdrgtegy, relevant versus irrelevant
compensation, was tested. Further research magrexpther kinds of recovery strategy. Many
individual factors may constrain or enhance effestess of recovery attempts. This dissertation
only explored one of them, justice salience. Furtesearch may test additional individual
factors.

Future Research

Many situational factors and individual factors niafjuence customers’ perception of
psychological contract breach. This dissertatigui@ed only one situational factor, source of
fault, and one individual factor, social obligatibias. It thus leaves numerous opportunities for
further research. First, customers may react @iffdy in terms of different types or severity of
failures. For example, service failures could bcome failure (e.g., the customer does not
achieve consumption goals) or process failure,(slgw services) (Sivakumar, Li and Dong
2014). Second, customers may also react differ¢ntliye situations that the service provider has
inability to fulfill its promises and that it is wnlling to fulfill them. For example, the service
provider may not be able to act as promised beaafuse poor management; it may also refuse
to act as promised on purpose in order to reduse Third, customers may react differently

because of strength of customer-firm relationsf@®goire et al., 2009; Morrison and Robison
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2000). Fourth, customers may be have differentisevvigilance to recognize a discrepancy
between his or her perceptions of what was promaseldof what he or she actually received
(Morrison and Robinson 2000). Fifth, customers may in terms of their equity sensitivity.
Finally, brand strength could also influence custoneactions. These are some examples of
interesting future research (Morrison and Robinz000).

Moreover, this dissertation focused only on pericepdf fairness as a process during
recovery of negative outcomes brought about bylpsggical contract breach. The literature
also suggested the possibility of recovering framvise failures through the trust-recovery
mechanism and the justice-forgiveness associaliomepair a relationship and restore trust, one
party must develop forgiveness toward the party¢benmitted transgressions, betrayals, or
other harmful actions (Xie and Peng 2010). Resesuigigests that a process of reevaluation of
trustworthiness can drive the development of corsuorgiveness, which provides a foundation
for relationship restoration (Xie and Peng 201QituFe research may investigate processes of
customers’ development of forgiveness and its &fen recovering from negative outcomes
brought about by psychological contract breach.

Finally, this dissertation only explores the sitoas of perception of high versus low
psychological contract breach. In real life, ipsssible that customers perceive a moderate level
of breach. For example, the free shuttle may ngirbeided at the time the customer request it

but will be available two hours later. It will beteresting to study different extents of breach.
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APPENDIX A
STORIES
Please read the three stories about hotel serfvim@sa magazine:

Story 1:

A couple from the United States traveled to Beijvith their six-month-old baby girl.
This was the couple’s first child and they were ensthndably nervous about traveling with her
on a 16-hour flight. They called the hotel befdreit trip to inquire about babysitting services
and the hotel's facilities. When they arrived injiBg, the hotel gave them a warm welcome to
put them at ease. The family was escorted to them, where the hotel had set up a baby tub
with rubber ducks, a baby bottle steamer, milk warand a night light for the guests. The hotel
also placed a humidifier in the room since the fammight not be used to the extremely dry
conditions in Beijing. The family was overwhelmeglthe hotel’s attention to detail.

Story 2:

From John Updike to Alice Walker, many famous atghHwave rested their imaginative
heads on The Heathman'’s pillows and thrown baclskdyis at the hotel bar. It's no surprise,
then, that the property's on-site library, whictdisamore than 2,000 catalogued works by the
register of authors who have stayed at the hatelne of the few of its kind in the country.
Guests are free to browse the stacks and enjogdifyst editions in the library’s well-loved
plush chairs. Or, they can take a book back ta tieeim if they just can't put it down.

Story 3:
The following story came from Ellen Smith —

| was going to San Francisco for a two-day holidagation with friends to celebrate my
birthday in the following week and looking for solace to stay. My budget was tight and did
not allow me to find an expensive nice hotel. Whers searching online, the name of Valley
View hotel popped up on the computer. Valley Vievaiwell-known, high quality hotel chain
and not expensive. However, | found later that Waley View hotel is in a suburban area and it
might take you 30 minutes to get to the beachkssitated to reserve the Valley View hotel, but
| was busy and did not want to spend too much torfend a comparable alternative at the same
price level. Finally, | decided to call the Vallg§ew hotel to find out if they offer transportation

www.manaraa.com



71

APPENDIX B
SCENARIOS

I-1. High Psychological Contract

| was going to (a city) for a two-day holideacation with friends to celebrate
my birthday in the following week and looking fayrae place to stay. My budget was tight and
did not allow me to find an expensive nice hotehat | was searching online, the name of
Valley View hotel popped up on the computer. VaNagw is a well-known, high quality hotel
chain and not expensive. However, | found latet thia hotel is in a suburban area and it
might take you 30 minutes to get to the beachkssitated to reserve the Valley View hotel, but
| was busy and did not want to spend too much torfend a comparable alternative at the same
price level. Finally, | decided to call the hotel to find out if they offer transportation.

After listening to my concern, the receptionistddinsaid, “Don’t worry. We offer free shuttle
services. You may contact us one day before whanwamt to use it, and we promise we will be
ready to take you to beaches and anywhere elgsvim’t

| was glad to hear this news and reserved a roamedimately.

I-2. Low Psychological Contract

| was going to (a city) for a two-day holideacation with friends to celebrate
my birthday in the following week and looking fayrae place to stay. My budget was tight and
did not allow me to find an expensive nice hotehat | was searching online, the name of
Valley View hotel popped up on the computer. VaNagw is a well-known, high quality hotel
chain and not expensive. However, | found latet thia hotel is in a suburban area and it
might take you 30 minutes to get to the beachkssitated to reserve the Valley View hotel, but
| was busy and did not want to spend too much torfend a comparable alternative at the same
price level. Finally, | decided to call the hotel to find out if they offer transportation.

| found a customer review from a popular travelwngpsite that said, “The hotel is
located in a suburban area and is far from beaéhgsdon’'t worry, they have free shuttle
services. | used it to go to beaches, Fishermariar\and Union Square.” 38 of 41 people
found this review helpful.

| was glad to hear this news and reserved a roameximtely.

lI-1. High Transaction Failure

You arrived at the hotel with friends at neowl planned to celebrate your birthday in the
hotel for the rest of the day and then go to theches the following day. The room was beautiful
and clean. The beds were super comfortable. Thiedagx you went to the front desk to make a
reservation for the shuttle serviceto __ (a ngasplace). The manager said, “| am sorry, but
we are not able to provide free shuttle servicdayd
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lI-2. Low Transaction Failure

You arrived at the hotel with friends at neowl planned to celebrate your birthday in the
hotel for the rest of the day and then go to __a mgst-go place) the following day. The room
was beautiful and clean. The beds were super ctabler The next day, you went to the front
desk to make a reservation for the shuttle seteice  (a must-go place). The manager said,
“Sure. The free shuttle will be ready for you amgiyou are ready.”

llI-1. Service Provider fault

You arrived at the hotel with friends at neowl planned to celebrate your birthday at the
hotel for the rest of the day and then go to __a mqst-go place) the following day. The room
was beautiful and clean. The beds were super ctaler You went to the front desk to make a
reservation for the shuttle serviceto __ (a agasplace) for the next day. The manager said,
“l am sorry, but we are not able to provide freatth services for you today. We forgot to
renew the contract with the shuttle company fos tl@ar. The new contract will start from next
month.”

[1I-2. Customer fault

You arrived at the hotel with friends at naowl planned to celebrate your birthday at the
hotel for the rest of the day and then go to __a mq(st-go place) the following day. The room
was beautiful and clean. The beds were super ctabler You forgot to reserve the free shuttle.
The next day, you went to the front desk to askHerfree shuttle serviceto  (a must-go
place). The manager said, “| am sorry, but we ateable to provide free shuttle services for you
today. The free shuttle services should be resammedlay before you want to use it.”
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APPENDIX C
MANIPULATIONS
Justice Salience
This is part of the study. Please follow the instian as below.
Strong justice salience

Please evaluate the picture of Justitia, the Rogoaldess of justice, shown below. It will be
used as the cover for a new book. This book is tgostice in the service industry.

Please type the following sentence in the box &snbé& hese words are from the new book. You
need to read and type each word in the box.

“The world is a just world. People will be rewarded the good they have done and will be
punished for the evil they have done.”

Please evaluate the picture. Is it appropriatéfflemew book?
Weak justice salience

Please evaluate the picture of a garden shown ytelaw. It will be used as the cover for a
new book. This book is about garden design forlbote
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The image shown to you is

1. Beautiful
2. Nice
3. Recognizable

(7-point scales from 1=not at all to 7=very much)
Compensation Relevance

The manager then handed you a gift card and say# ik a compensation for you for the
inconvenience. The cost from the __ hotel to must-go place) is around $30 - $35.

Compensation-1: Relevant Compensation

Golden Gate Taxi

$30 i~

(415)772-5000

Gift card expires on 12/31
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Compensation-2: Irrelevant

Cinema A GOnIine DVD Rental

packages, reviews

WWww.cinemaa.com

Gift card expires on 12

Compensatior

Please rate theelevanceof the gift card with your goal to use the freettleuservices
Not at all Very much
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APPENDIX D

MEASURES

1. Psychological contract:
Imagine you are in the above mentioned situatidhet  hotel and answer the following
guestions.
Please indicate to what extent you agree with eétine statements.
e If you reserve free shuttle services, the  hetebmmitted to provide it for you.
e The __ hotel made the commitment or obligatiopawo that free shuttle services will be
ready for you when you reserve it.
e The __ hotel is obligated to provide free shigdevices for you when you reserve it.

2. Service transaction failure
Imagine you are in the above mentioned situatidhet  hotel and answer the following
guestions.
Please indicate to what extent you agree with eétine statements.
e The hotel did not provide free shuttle s&awito you when you wanted to use it.

3. Psychological contract breach
Imagine you are in the above mentioned situatidhe/alley View hotel and answer the
following questions.
e The __ hotel broke their promise of providing febittle services after | chose the
hotel.
e The __ hotel has, to a large extent, failed to rtie®t commitments to me, i.e., free
shuttle services, after | chose the hotel.
e The promise made by the __ hotel in our transadtianhfree shuttle services would be
available in anytime has been broken so far.
o |feelthatthe  hotel has NOT come through Ifilliag the promise of providing free
shuttle services in our transaction.
e Sofarthe __ hotel has done an excellent jobléfliieg its promise of providing free
shuttle services.

4. Feelings of betrayal

If I were the customer in the situation, | woul@lféhat
e the __ hotel has cheated me.
e the __ hotel has betrayed me.
e the _ hotel has lied to me.

5. Anger
If I were the customer in the situation, | woule@lfe
e outraged,;
e resentful,
e indignant;
e very angry toward the __ hotel.
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6. Partner quality
Imagine you are in the above mentioned situatidhe/alley View hotel and indicate how
much you agree with the following statements.
e | can always count on the hotel to do whatst.b
If the hotel makes a mistake, it will trylisst to make up for it.
| know | can hold the hotel accountable fe@aittions.
The firm is reliable.
Given my image of the hotel, letting me dowould surprise me.
A service failure would be inconsistent with my egfations.

7 Controllability

| feel that the situation in the hotel
e was controllable by the hotel;
e was something the hotel had power over
e could not have been regulated by the com@angrsed).
8. Source of fault
Who made the mistake that was directly relatedhéootutcome for the customer in the
hotel?
The customer The hotel
9. Perception of fairness
Given the hotel’s response, the situation yqeggnces in the hotel was
unfair .~~~ fair
inequitable equitable
unjust __ just
10. Importance of the free shuttle service

Please indicate hownportant the free shuttle service is if you stay in thel®aView
hotel.

11. Expectation of the free shuttle service
How likely do you think it is that the __ hotelllrovide free shuttle services in the
future?
Zero likelihood Certain
12. Trustworthiness of the information source
Please rate trustworthiness of the source of tloermation related to free shuttle services in the

scenario

Veryincredible_
Very unreliable_
Very untrustworthy
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13. Task Involvement
Please rate your motivation to read the story ef th _ hotel.
| am not interested | am highly irdere

lamnotinvolved__ I am highly involved
14. The Perceived Awareness of the Research Hyposiee(PARH) Scale
Your Thoughts About the Research

Please indicate how much you agree or disagreeeaith of the following statements:

« | knew what the researchers were investigatingismresearch.

e | wasn't sure what the researchers were tryingetoa@hstrate in this research.

e | had agood idea about what the hypotheses welasimesearch.

« | was unclear about exactly what the researchers aiening to prove in this research.

15. Brand strength
Please indicate to what extend that you agree/disagith the following statements about the

hotel.
My overall opinion about this brand of hotel charvery favorable.
| have positive feelings about this brand.
| really like this brand of hotel chain.
Using this brand of hotel chain makes me feel galmout myself.
If I had to name a single brand to represent aklhchains, it would be this one.
When | think of hotel chains, this is the brand tt@mes to mind.
e This brand is a very good example of my image chtenhotel chain is.
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APPENDIX E
CODING SHEETS
I. Social Obligation Bias Coding Sheet

Social obligation bias is the customer’s tendency to focus on self-obibgetulfillment or
others’ obligation fulfillment in exchanges in thrarketplace.

a) In the condition of self-obligation focus, weéed participants to write down their
thoughts about their own obligations to the cityenenthey lived. Below is the task that
we asked participants to do.

*Please write down all of your thoughts of your own obligations to live as a responsible citizen as a
resident of the city where you live. Please begin a new line for each new thought. Try to list as many
thoughts as you can (at least three). You will have two minutes for this task.

As aresident of the city, | am obligated to-

We code the number of these thoughts as self-dldigéocus thoughts.

b) In the condition of other-obligation focus, wekad participants to write down their
thoughts about the city administrator’s obligatibmshe city where they lived. Below is
the task that we asked participants to do.

*Please write down all of your thoughts of obligations that a city administrator might have to the city
where you live. Please begin a new line for each new thought. Try to list as many thoughts as you
can (at least three). You will have two minutes for this task.

The city administrator is obligated to--
We code the number of these thoughts as otheratigigfocus thoughts.

We asked participants to begin a new line for eash thought. So, the number of thoughts is
usually the number of lines. However, some parictp may squeeze all thoughts into one line,
some participants may not finish writing a thoughé line, and some participants may not write
things that are related to the task.

Your duty is to

1) count the number of lines of each participatittsught of self obligation or other ;

2) distinguish different thoughts in a line;

3) identify an unfinished thought, which cannotdaeled to the total number;

4) identify thoughts that are not related to thegjion, which cannot be added to the total
number.

5) identify repeated thoughts, which cannot be dddehe total number.

The total number of thoughts for each participdotua self obligations or others obligations are
based on all the four items listed above.

www.manaraa.com



80

I1. Justice Salience Coding Sheet
Justice belief salience is defined as customerzsmbility to a just world belief.

1) A presence of one of any of the words listed below can be counted one.

2) If one word presences twice, it can be counted two...

3) Some participants may have thoughts related to justice that don’t use any words
listed, you may count the number of this kind of thoughts and add it to the total
number.

4) Some participants may use the words listed below but the meaning of the word is
not related to justice. You need to identify them and not add them to the total
number.

_ Just

__ Justice

_ Court

_ Law

___ lawyer

__ Fairness
____ fair
____Equality
____ Order
_Judge

— Jury

_ Trail

__ Balance
__ Honest

_____ Truth

_ Moral

____ Humanright
___ Democracy
__ Freedom
____ Punishment (punish)
_ Government
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TABLES

Table 1. The impact of psychological contract andransaction failure

Dependent Variables
Psychological Contract Breach:

Low Psychological Contract

High Psychological Contract
Feelings of Betrayal:

Low Psychological Contract

High Psychological Contract
Anger:

Low Psychological Contract

High Psychological Contract
Partner Quality:

Low Psychological Contract

High Psychological Contract

Low Failure

Mean (SD)

1.96 (1.55)
1.72 (1.22)

1.85 (1.40)
1.84 (1.40)

2.02 (1.59)
1.83 (1.40)

5.58 (1.09)
5.59 (1.14)

High Failure

Mean (SD)

5.08 (1.79)
6.24 (1.03)

4.41 (1.96)
5.83 (1.29)

4.34 (1.88)
5.42 (1.28)

4.02 (1.22)
3.99 (1.38)
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Table 3. Sobel-z test of the mediation effect gfdAslogical Contract Breach

Dependent Variables
Predictor Feelings of Partner
Betrayal Anger Quality
Psychological NA NA NA
contract
Transaction failure 8.23 7.77 —-4.88
Psychological
contract*Transaction 3.2 3.26 NA
failure
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Table 4. The impact of psychological contract andoairce of fault
Dependent Variables Customer Fault  Provider Fault

Psychological Contract Breach: Mean (SD) Mean (SD)

Low Psychological Contract 3.34 (1.75) 5.71 (1.40)
High Psychological Contract 2.96 (1.89) 6.34 (1.05)
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Table 5. The impact of source of fault and socidigation bias

Dependent Variables Customer fault Provider fault
Controllability: Mean (SD) Mean (SD)
Self obligation focus 4.07 (1.39) 5.87 (1.37)
Others obligation focus 4.49 (1.38) 6.42 (0.76)
Breach:
Self obligation focus 2.77 (1.53) 6.15 (1.06)
Others obligation focus 3.09 (1.90) 6.60 (0.59)
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Table 6. The mediation effects of attribution ohtollability

Dependent Variables
Predictor Step 1 Step 2 Step 3

controllability breach breach

B S.E. B S.E. B S.E.
Source of fault 1.82** 0.253 3.37* 0.275 2.554** 0.283
Obligation bias 0.433 0.255 0.152 0.278 0.117 0.256

Source of fault‘Obligation 0.12 0.358 0311  0.389 0.098 0.356
controllability NA NA NA NA 0.448** 0.071
AR? 0.37 0.619 0.682

Pearson correlation:
Breach & controllability: 0.68**

Note:
**: p<0.01
*: p<0.05
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Table 7. The impact of compensation relevance astite belief salience
Low compensation High compensation

Dependent Variables relevance relevance
Fairness: Mean (SD) Mean (SD)
Low justice belief 2.61 (1.66) 5.63 (1.34)
High justice belief 3.28 (1.60) 451 (1.91)
Betrayal:
Low justice belief 5.04 (1.54) 3.27 (1.66)
High justice belief 4.64 (1.46) 4.08 (1.75)
Anger:
Low justice belief 5.16 (1.30) 3.42 (1.44)
High justice belief 4.75 (1.31) 4.20(1.71)
Quality:
Low justice belief 3.89 (1.18) 4.98 (0.88)
High justice belief 4.14 (1.19) 4.62 (1.25)
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Table 9. Sobel-z test of the mediation effect atBption of Fairness

Dependent Variables

Predictor Feelings of Anger Partner
Betrayal 9 Quality
Justice salience NA NA NA
Compensation
relevance -5.898 -5.929 5.785
Justice salience *
Compensation 3.383 3.389 -3.361
relevance
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Figure 3. The interaction of source of fault and pgchological contract on PCB (Study 2a)
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Compensation
relevance
X

Justice salience

Perception of
fairness

% Anger

Psychological contract breach

Q Feelings of betrayal

Partner quality

Figure 5. The role of compensation relevance, just salience, and perception of fairness in recovag the

negative outcomes of psychological contract breagstudy 3)

www.manharaa.com



Breach1

Breach2

Breach3

Breach4

Breach5

0P00s

Psychological
Contract Breach

92

4.255

Feelings of Betrayal

Betrayal1

Betrayal2

Betrayal3

DoeG

Figure 6. Model 1 of CFA analysis of discriminaafidity

www.manharaa.com



93

Psychological
Contract Breach

Breach1 || Breach2 || Breach3 || Breach4 || Breach5 || Betrayall| |Betrayal2||Betrayal3|| Angerl|| Anger2|| Anger3 || Anger4

Figure 7. Model 2 of CFA analysis of discriminaafidity

www.manharaa.com




94

Breach1

Breach3

Breach4

Psychological

Breach5 Contract Breach

Betrayal1

Betrayal2

999000

Figure 8. Model 3 of CFA analysis of discriminaafidity

Anger1

Anger2

Anger3

Doe

Anger4

www.manharaa.com



95

Breach1

Breach2

Psychological
Contract Breach

Breach3

Breach4

9999

Breach5

Figure 9. Model 4 of CFA analysis of discriminaafidity

Betrayal1

Betrayal2

Betrayal3

Angerl

Anger2

Anger3

boddbEE

www.manharaa.com



96

N~ —- @ - Low psychological contract
-4 - High psychological contract

Psychological contract breach

Low failure High failure

Figure 10. The interaction effect of psychologicahtract and transaction failure on breach
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Figure 11. The interaction effect of psychologicahtract and source of fault on psychological
contract breach
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Figure 12. The interaction effect of social obligatbias and source of fault on attribution of
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