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Abstract

The literature has generally held that interpersonal-based service encounters strongly affect the relationship benefits,
though technology-based service encounters are increasing importance. However, there has been no systematic
comparison of the impact of two service encounters on relationship benefits. We test hypotheses about the
respective effects of both service encounters on different relationship benefits in two services industries. The results
provide support for the proposal model and indicate that there are higher special treatment benefits when the
technology-based service encounter is higher. In addition, the interpersonal-based service encounter has significant
positive effect on the confidence benefit. However, the technology-based service encounter leads to significant
negative effect on the social benefit.
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1. Introduction

As the services marketplace becomes more competitive, it is increasingly important for core solutions such as
physical goods or services to be good enough to provide a competitive advantage. What creates a sustainable
competitive advantage is the development of every element in the customer relationship, especially service
encounters (Beatson et al., 2007). A service encounter is a process which customers interact directly with a service
(Bateson and Hoffman, 2010). If service encounters follow each other in a very brief (e.g., a monthly hair cut
service) or over a longer time frame (e.g., an annual tourism package), a relationship may emerge. If a customer
experiences continuing valuable contacts with a given provider, a relationship may further develop. Hence,
developing value-generating service encounters in the process of a service delivery should be one of the highest
priorities in a services marketing strategy (Hogg et al., 2003).

The concept of service encounters has gained increasing attention in services management literature (Simon and
Usunier, 2007; Magnus and Rosengren, 2010) during the past decade. Services management academics and
practitioners have thoroughly researched this issue, viewing it as one of alternatives for improving service delivery.
In the past, service delivery has generally focused on interpersonal-based service encounters (IBSE); however, the
service industry is facing huge challenges because of technology innovation. Interpersonal-based service encounters
refer to a process in which the service provider always interacts with the customer on a face-to-face base (Lovelock
et al., 2009). In contrast, various technologies such as automated teller machines (ATMs) and the Internet have been
incorporated into the service delivery process making it possible to create new services (Massad et al., 2006). For
example, the Internet enables firms to develop interactive contacts with their customers, and when new elements are
added to the service components of customer relationships, these relationships are simultaneously expanded.
Generally, a new technology makes it easier to create relationships with customers, but the exact effects of new
technologies on customer relationships compared with the IBSE remain relatively unexplored.

When customers interact with the providers, they may use the Internet, ATMs, vending machines, or other electronic
interfaces. All these interactions with technological resources are considered technology-based service encounters
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(TBSE), refers to any facility that enables customers to produce services for themselves without assistance from
firm employees (Meuter et al., 2005). The development of technology and increased use of the Internet offers new
opportunities for service providers to develop their service offerings, such as paying bills from a home computer,
using ATMs to withdraw money, or purchasing a travel package through the Internet (Bitner et al., 2000). The use of
technology gives customers the advantages of easily and quickly completing the service process.

From the viewpoint of the service sectors, both IBSE and TBSE have the same purposes that would deliver good
service processes to customers, create customer loyalty, and establish long term relationships (Fang and Hsu, 2005;
Lin, 2007). From the customer viewpoint, whether or not the customer is willing to maintain a relationship with the
service provider is subject to the benefits which are generated from the dyadic interaction; namely relationship
benefits (Hennig-Thurau et al., 2002). Relationship benefits refer to a customer’s feeling trust, or social and special
treatment bonds that have been established between the parties (Gronroos, 2007). While relationship benefit is often
included as an outcome variable in customer relationship management, the comparison between the two kinds of
service encounter and the various relationship benefits received relatively little research attention. We attempt to
compare the respective effects of IBSE and TBSE on the relationship benefits because comparing the effect of
different service encounters increases the understanding of relationship benefits. The differentiation of the service
encounters and their impacts on relationship benefits should be a significant issue for services management
academics and practitioners.

2. Theoretical Background and Hypotheses

This study has segmented service encounters into two levels of interaction, representing the extent of interaction
with service personnel and with technological elements. Figure 1 depicts the causal relationships between service
encounters and relationship benefits from these encounters. More specifically, the Figure 1.shows the separate effect
of two service encounters (i.e., IBSE and TBSE) on the three different concepts of relationship benefits (i.e., special
treatment benefit, confidence benefit, and social benefit), as discussed in the following sections.

Insert Figure 1 Here

Customers evaluate the benefits which have occurred in the core service offerings and the dyad relationship, and
then decide to whether establish and maintain the relationships with the provider (Beatty et al., 1996). Gwinner et al.
(1998) distinguished between three types of relationship benefits: special treatment benefit, confidence benefit, and
social benefit. The differences between these benefits reflect the relationships that bind the customer to the provider.
Customers are actively involved with the service provider and its personnel during service delivery (Singh and Tor,
2008). All people-processing services have high levels of contact such as medical services, management consulting,
or car repairing. IBSE is concerned with personal interaction and dual communication of participants toward the
transaction which they are involved in (Suprenant and Solomon, 1987; Keillor et al., 2004). The basic value of IBSE
is perceived in various ways, depending on how friendly and kindly the interactions are perceived, and how well
customers understand their provider’s role in the service delivery (Noone et al., 2009).

When the service provider succeeds in providing special treatment benefit (e.g., customized service) to its customer
based on a high level of face-to-face interaction, each customer is treated as a specialized segment (Dolen et al.,
2004). Special treatment benefit is defined in terms of saving time, discount price, or special rewards (Bettencourt
and Gwinner, 1996). A customer may have encounters with different IBSEs (e.g., customer-contact personnel, the
ordering department, and the billing department). The customer’s positively evaluation of the experiences with the
different IBSEs, along with the repeated discrete transactions, will create an overall customer perception of
satisfaction with IBSE, and then will feel the special treatment benefit (Riley, 2007).

Dolen et al. (2004) also posited that salespersons supply customerization service according to limited cues from
customers (e.g., tone, attitude, clothing, and age). Hotels, for example, capture their customers’ preferences by
satisfying their customers’ special demands. When those customers arrive at the hotel, they experience friendly
contact during check-in and find that their individual needs have already been anticipated, from offering priority
reservations to preferred drinks in the room refrigerator. Thus, when the service provider has a stable customer base
with satisfied customers who through positive word-of-mouth referrals of good IBSE may bring in new customers,
in principle nothing else than traditional marketing activity is needed. Because of a customer-focused IBSE and
consequently a successful interpersonal interactive process, the customers satisfied enough to generate the special
treatment benefit (Cowley et al., 2005; Sujan et al., 1998). Hence:

H1: IBSE will be positively related to the customer’s special treatment benefit.

Confidence benefit is generally referred to as a type of trust and a perceived low level of risk in long term
relationships (Morgan and Hunt, 1994; Heffernan, 2004). Trust is created through dialogue, conversation, gestures,
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and other interpersonal communication (Bruhn, 2003). As Homans (1950) argued, trust is produced through a
gradual process of interpersonal interaction. In IBSE, a customer can directly communicate with the service
providers, and so the dyad is more likely to communicate the mutual intention (Patterson and Smith, 2001). There
are a number of IBSE between the service provider and the customer, including various series of moments of truth.
The accessibility of a restaurant or a business consultant, the appearance and behavior of waiting staff, bank staff,
travel agency representatives, and how these service employees perform their task, what they say and how they do it
also influence the customer’s confidence (Wang et al., 2009).

In the context of service delivery, customers must rely on providers to give credence to the contact since their
information largely depends on the provider’s honesty. A customer, thus, can perceive the level of trust in a service
encounter, reduce uncertainty, and lower anxiety. In addition to the trust in dyadic interactions, warm feelings are
often cited as one of reasons for choosing a provider in service delivery (Bendapudi and Berry, 1997). Relationship
management activities by providers are often geared towards achieving the customer’s confidence by
information-sharing on dyadic exchanges and the cooperative attitude of interpersonal interaction (Sweeney and
Webb, 2002). For instance, in the banking industry an honest information exchange (e.g., customers’ credit
evaluation) will encourage bank managers to work more closely with their customers. Thus, we posit that the better
IBSE will inspire customer confidence benefit.

H2: IBSE will be positively related to the customer’s perceived confidence benefit.

The concept of social benefit is frequently associated with friendship, affinity, and belongness (Goodwin, 1997;
Price and Arnould, 1999). It is typically based on personal relationships between providers and customers
(Suprenant and Solomon, 1987). As the IBSE is central to the customer’s satisfaction perception, we would expect a
positive relationship between IBSE and social benefit. For example, hairdressing is highly interpersonal service
encounter. When a customer goes for a haircut, the hairdresser addresses customer by name or asks why he hasn’t
been in for a long time. A provider that has maintained mutual interpersonal relationships with a level friendship has
a better change of creating the social benefit (Gremler and Gwinner, 2000). In other words, the interpersonal
relationships that exist between customer and employee foster the development of affinity between the parties
(Raajpoot, 2004).

Indeed, interpersonal interaction between customers and employees leads customers to have higher levels of
belongness to the service providers (Reynolds and Beatty, 1999). The interaction between customers and employees
is central to the interpersonal contact in many services, and social benefits are desired by the customer. Gremler and
Gwinner (2000) indicate that customer-employee rapport is significantly related to social benefit. A positive
relationship between commercial friendships is a key element of social benefit. Thus, we propose that a personal
interaction between a customer and a service employee fosters a social relationship. Consequently, it is posited that:

H3: IBSE will be positively related to the customer’s perceived social benefit.

A serviced encounter consists of a service outcome (i.e., what the customer receives during the exchange) and the
process of service delivery (i.e., the way the outcome delivered to the customer) (Jayawardhena et al., 2007).
Customer satisfaction with TBSE, by visiting its website, navigating through it, searching for product and service
information, is therefore a combination of the customer’s satisfaction with the service outcome and with the process
of service delivery (Namasivayam and Hinkin, 2003). More specifically, technology developments enable providers
to create new services more easily and customers to experience service processes more clearly (Bitner et al., 2000).
Meuter et al. (2000) discussed the causes of satisfaction/dissatisfaction with self-service technology, finding that the
major satisfaction factor is that the process is completed more quickly and easily than with traditional alternatives.

Customers can perceive the high autonomy and special rewards while they use a technological interface to complete
the exchange (Bauer et al., 2006). Patricio et al. (2003) posited that in the banking industry a highly competitive
marketplace has forced banks to add more services through new technological interfaces in order to increase
customer’s benefits. Many customers can appreciate special treatment from TBSE such as benefiting from time and
cost savings, flexibility, convenience of location, greater control over service delivery, and a higher perceived level
of customization. Another stream of research has explored online shopping (Janda et al., 2002). If customers are
satisfied with price savings, time saving, and personalization of merchandise selection through TBSE, then we can
expect that they will continue to use these technical facilities. We posit that the importance of the higher degree of
the technology interaction is significant in customers’ evaluating special treatment benefit. Hence:

H4: TBSE will be positively related to the customer’s perceived special treatment benefit.

New technological solutions make it possible to compile, store, disseminate, and retrieve data in ways that make it
safer and more easily available to larger numbers of customers than ever before (Walker et al. 2002). When
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providers can deliver safe and low-risk information to their customers, the confidence benefits occur in a dyadic
relationship (Kang and Kim, 2006; Mcknight et al., 2002). Customers also appreciate TBSE when it is more
effective than being served by a service employee, enabling customers to get detailed information and complete
transactions more reliably than they could through direct contact (Zhu et al., 2002).

Receptivity to technological tool was theorized to have a positive relationship with confidence benefit, since TBSE
is mainly concerned with the establishment of e-trust (Hsu and Wang, 2008). A customer with higher receptivity to
TBSE is more likely to show greater confidence with the website. We argue that technological tools in an exchange
will reduce anxiety and increase confidence in the service process. This assertion is partially based on the notion that
greater levels of TBSE in the interaction will enable contact customers to obtain easily retrievable and reliable
information (Jarvenpaa et al., 2000). Appropriate technology may improve working conditions, enhance the
motivation of the employees to provide good service, and increase the success rate of the service process, thereby
leading to greater confidence in the provider. Logically speaking, when customers are satisfied with their TBSE,
they are more likely to be committed to the service providers (Kim and Prabhakar, 2004; Kim et al., 2005). In other
words, if a customer is satisfied with the TBSE, they are more likely to trust the provider, suggesting that TBSE
leads to confidence benefits. Based on the above argument, the following hypothesis related to confidence benefits
is proposed:

HS: TBSE will be positively related to the customer’s perceived confidence benefit.

Though a technological interaction typically involves no direct interaction with other people, this does not mean that
a friendship cannot be nurtured (Gefen et al., 2003). For example, many websites add a “social touch” to the website,
personalizing website communications (Gefen and Straub, 2004). Undoubtedly, TBSE could build social benefits
through the perception that the TBSE has a sense of sociable and sensitive human contact (Hampton-Sosa and
Koufaries, 2005). From a customer perspective, such attributes are clearly desirable. Yoon (2002) believed that the
personal variables such as receptivity to technology, familiarity with Internet, prior satisfaction with website
experience might precede the formation of online confidence benefit. These personal variables were derived from
the promise that past experience with TBSE provides importance clues for judging the desirability of the future
purchase.

Balance theory (Heider, 1958) posits that people tend to develop social relationships toward those with whom they
have some prior association. When customers have had more experience with technological facilities, they
experience more belongness and affinity. This leads customers to be more willing to accept the technological
interaction (Menor and Roth, 2007). Therefore, customer technological interactions can be argued to be positively
related to social benefits. Finally, customers satisfied with the overall TBSE are likely to feel they have a vested
interest in staying with that technological service since the costs to go elsewhere may be too high. If a customer has
a positive experience on TBSE, it is likely that they will want to stay with the same technology service rather than
spend the time and effort to find another, while risking that the new service will be poor. This therefore, implies a
positive impact of TBSE on social benefit. Hence,

Hé6: TBSE will be positively related to the customer’s perceived social benefit.
3. Methodology
3.1 Selection of Services and Descriptive Statistics

An externally valid, fuller understanding of service encounters requires that the validity of conceptual models
developed in one setting be examined in other settings as well. Two service industries (hotel and banking) were
selected to test the critical dimensions that might influence the relationship benefits. A review of the major
classification scheme (Lovelock, 1996) formed the basis for selecting these two services. The industries differ in
many dimensions. For example, interpersonal features of encounter might be expected to be more important in the
hotel context since it is characterized by a higher degree of personal contact. Like hotels, the banking industry also
has a mix of interpersonal and technological encounter (Bitner, 2001; Curran et al., 2003). Technological features
might be more important in relationships between the banking industry and customers who prefer anonymous
self-service. In both cases, customers know very easily if they are satisfied by the service provider, interpersonally
or technologically. It is considered that these two services were sufficiently different between IBSE and TBSE to
allow for generalizing the results beyond a single service setting.

3.2 Data Collection and Measures

The data were collected from real customers of hotels (n=225) and banks (n=225), for a total of 450 questionnaires.
After the elimination of 26 questionnaires (hotel=12; banking=14), which had an excessive amount of mistake data
(above 3% of data points), the final sample consisted of 424 respondents. The participants of this study varied
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adequately in terms of demographic variables. Most of the respondents were predominately 20 to 40 years of age
(hotel: 72.1%; bank: 64.6%), with 43.2% of respondents male and 56.8% female. A questionnaire was developed on
the basis of literature and qualitative interviews. The study commenced with a qualitative research phase. During
this phase, 30 persons out of all who were contacted were asked to participate in in-depth interviews. The purpose of
the interviews was to understand the underlying issues of provider/adviser-client encounters. The literature review,
discussed in the background section, provided the basis for the items used to measure the constructs. Five-point
Likert scales ranging from 1=strongly disagree to 5=strongly agree were used to measure the study constructs. The
IBSE was measured by the modification of the courtesy, communication, and understanding of Parasuraman et al.
(1985). Respondents were asked to rated the service provider’s degree of involvement and interaction in the service
process. For example, to measure the provider’s communication, responds were asked to indicate their attitude
concerning the personalized attention from the providers. Responses to the four items were summed to derive the
overall composite IBSE score for the each subject.

TBSE was opersationalized by a 4-items measurement, which was recommended by Bitner et al. (2000) and Meuter
et al. (2000). For instance, one measure was obtained by the following question “In service process, my needs would
be fulfilled by the technological equipment such as Internet and ATM”. To operationalize the relationship benefit,
we used 11 items that sought to evaluate various relationship benefits, which was adapted from scales developed and
validated by Gwinner et al. (1998), Hennig-Thurau et al. (2002), and Patterson and Smith (2001). Special treatment
benefit and confidence benefit both included four items, respectively. The remaining three questions were related to
social benefit.

3.3 Measurement Model Evaluation

We proposed a set of multiple item reflective scales to measure each construct. Face validity appears evident, and
the conceptual definition match well with the item wordings. Additionally, a simple pretest was performed in which
our research team matched items with the construct names. No one had difficulty matching items to constructs,
providing further confidence the scales contain face validity. Furthermore, measure validation began with
preliminary exploratory factor analysis and reliability analysis to purify the scales and ensure consistency of the
items. In the exploratory analysis, evidence for the unidimensionality of each construct was based on the principal
components analysis with varimax rotation. This revealed that the appropriate items loaded at least 0.7 on their
respective hypothesized component, with a loading no larger than 0.5 on other components. In the confirmatory
factor analysis (CFA), the reliability of scales was assessed using the composite reliability, and all exceeded 0.75.
Table 1 contains the results of exploratory factor analysis and reliability analysis for IBSE, TBSE, and relationship
benefits.

We tested convergent and discriminant validity of the scales with confirmatory factor analysis (CFA). We first
assessed convergent validity by two reliability indexes for each construct based on the estimated measurement
model. All t-values of the estimated factor loadings of the five theoretical constructs are significant (p<0.01). All
theoretical scales are above the recommended level of composite reliabilities (0.7) and extracted variance (0.5)
(Fornell and Larcker, 1981). Convergent is satisfactory. Accordingly to the criteria recommended by Fornell and
Larcker (1981), a CFA with the five dimensions as latent constructs confirms discriminant validity between the
dimensions. In this case, goodness-of-fit statistics are 333.82, degree of freedom (df) =142, average goodness-of-fit
(AGFI) =0.869, root mean square error of approximation (RMSEA) =0.064. The nomological validity of constructs
involved in the model can be observed in the correlations between constructs. More specifically, the directions of all
relationships hypothesized in the model were supported. Strong evidence of nomological validity was demonstrated.

Insert Table 1 Here

4. Results

Means and standard deviations were computed for all variables in the model TBSE has a mean score of 3.18, which
is slightly above the mid-point of 2.5. In contrast, IBSE has a mean score of 3.68 showing that customers reported a
higher level of information to IBSE than to TBSE. Among the three constructs of relationship benefits, customers

rate the confidence benefit as the most important (3.83) and give less weight to the other two constructs (2.23 for
special treatment benefit and 3.2 for social benefit).

Insert Table 2 Here

To test the hypotheses, we used AMOS 6.0 to obtain maximum likelihood estimates of the standardized path
coefficients. It can be concluded that the fit of this model is good: > =432.07, df=145, comparative fit index (CFI)
=0.92, AGFI=0.839, RMSEA=0.078. All goodness of fit measures well exceed the recommended cut-off values,
Furthermore, the values of the y* / df is 2.979, which can be considered adequate.
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With regard to the special treatment benefit, Hypotheses 1 and 4 state that IBSE (=0.275, t =4.191, p<0.01) and
TBSE (B=0.389, t=5.714, p<0.01) are positively related to customers’ special treatment benefits. These two
hypotheses are strongly supported by the data, indicating that IBSE and TBSE contribute to the way in which
customers feel about the special treatment with their providers. Significant positive relationships were found
between IBSE and confidence benefits (f=0.497, t=5.493, p<0.01). Hence, hypothesis 2 was supported, but TBSE
has non-significant positive effect on confidence benefits (f=0.078, t=1.457, p>0.1). Thus, Hypothesis 5 was not
supported. With greater IBSE in a service process, higher the confidence relationships will be nurtured by customer
and provider. As expected, IBSE also has a positive effect on social benefit (f=0.793, t=6.553, p<0.01), hence,
Hypothesis 3 is supported. Thus the customer and the provider find that they can establish and maintain a friendly
atmosphere in this interpersonal communication. The intent of this interaction is to build shared values, and better
understand what the two parties can do together.

We also find a non-significant positive relationship between TBSE and social benefits (3=0.107, t=1.759, p>0.05),
Hypothesis 6 was not supported. Thus, when more technical equipment is used in service process, it may not be lead
to more feeling of friendship and closeness between the relationship of customer and service provider. This finding
deserves more attentions and discussions in following section.

5. Discussion

The contribution of this study is that it elucidates the interaction process between the service encounters and
relationship benefits, and thus provides managerial implications of how providers can better create relationship
benefit with customers.

5.1 Comparing the Impact of IBSE and TBSE on Special Treatment Benefit

With respect to the specific treatment benefit, our results provide support for a positive relationship between IBSE
and specific treatment benefit, and TBSE and specific treatment benefit. This finding suggests that the effect of
TBSE on special treatment benefit is greater than the effect of IBSE. But the results do not completely show that the
provider needs to focus on the TBSE while neglecting IBSE. The potential explanation for this finding might be that
if the provider uses the technological standard process (e.g., ATMs), these TBSEs are adequate for routinely contact
(Meuter et al., 2000). This finding is congruence with Li and Zhang (2005). Thus, these empirical results are good
news for management since they suggest that upgrading technology leads to higher special treatment benefit in
general situations and better efficiency in the service process (Bitner et al., 2000).

Another likely explanation for this is that individual customers do not appreciate being openly favored above others,
which leads customers preferring TBSE to IBSE. If this is true, the important implication for providers is they
should carefully treat customers in order to avoid bringing them into an embarrassing position through interpersonal
interaction.

5.2 Comparing the Impact of IBSE and TBSE on Confidence Benefit

With respect to confidence benefit, we find that IBSE has a positive impact on this relationship benefit. From a
managerial viewpoint, the confidence benefits of customers can only be achieved if customers and employees trust
each other. The interdependence of customers and employees can make customers are confident that the provider
will continue to provide high-touch service. This interpersonal interaction must be in an IBSE since the IBSE always
has an interpersonal emotional component. Providers who maintain good communication with their customers
always attempt to reach beyond the economic aspect of their service to create feelings of trust and closeness.

The empirical findings also indicate the possible effect of TBSE on confidence benefit. According to the electronic
commerce literature, technology can play an important role in nurturing dyadic trustworthiness and closeness (Kim
and Prabhakar, 2004; Mcknight et al., 2002), but our empirical findings fail to confirm this expectation. Trust is
known to be crucial in relationship marketing (Morgan and Hunt, 1994), and a way to reduce the perceived risk and
uncertainty when dealing with technology. In interpersonal interactions, the physical presence of a service provider
(e.g., customer-contact staff) inspires customer trust. Transacting with technological contact, however, involves a
certain degree of risk and uncertainty because the behaviors of a service provider are less guaranteed in technology
interactions than in personal contact (Hwang and Kim, 2007).

Another potential explanation is that the increasing growth of new technologies, the deliveries of services, the ability
and willingness of customers to use these new technologies are considered as a technology anxiety, which is actually
a common occurrence (Meuter et al., 2003). Technology anxiety leads customers to have reduced faith in the
provider than with interpersonal interaction (Thatcher and Perrewe, 2002). Thus, the best strategy for managers is to
make their customers feel more secure by reducing the use of technology where the customers are located. In other
words, to foster close long-term relationships, managers need to understand their customers’ state of mind about new
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technology.

This finding also supports the following important managerial implications. If the customers have only discrete
encounters that occur over a short time period, the case of technology should dominate. In contrast, if the
customer-provider relationship is a more continuous encounter, more interpersonal interaction should be involved to
meet the need for personal affection. Because the technology interface is not appropriate for the non-routine and
complex continuous contact, IBSE is necessary to cope with constantly changing customer needs.

5.3 Comparing the Impact of IBSE and TBSE on Social Benefit

We find that the social benefit is relatively strongly determined by IBSE. This result demonstrates the impact of
personal involvement on the customers’ relationship maintained with a provider. Several studies have also stressed
that findings of studies on interpersonal contacts can be transferred to social relationships (Shim and Eastlick, 1998).
In other words, customers’ inclination to engage in interpersonal interactions would be stronger when these
interactions help to satisfy the need for social recognition.

Interestingly, we find a significant negative relationship between TBSE and social benefits. This finding is contrary
to the literature, it requires special attention in service marketing research. One plausible explanation for this
diversity connection is that high level of interaction properties inherent in social benefits may leave TBSE unable to
deliver the value of service encounter. Because new techniques are added to the service process, the relationship of
the customer and the provider is expanded and changed. As the relationship grows in scope, more functions are in
immediate contact with customers such as bank tellers, service technicians, and contact center systems. These
TBSEs maybe decrease the feeling of friendship and closeness of the buyer-seller relationship.

Our study is also valuable for management, since it differentiates IBSE and TBSE to develop a better understanding
of why social benefit will be satisfied. In order to identify customers who have a preference for interpersonal
interaction, the provider should carefully apply technical resources and avoid excessive use of technology.
Furthermore, service provider pays more attention to the technology interaction and higher frequencies using the
TBSE with customers, there is evidence that customers sometimes perceive the TBSE in a negative light. This
finding is congruence with the past research (Curran et al., 2003). When customers are not comfortable with the
TBSE, they may find it intimidating and may foresee service recovery trouble because they are not able to
communicate with a staff member for help, ultimately resulting in the unexpected effect and an obvious risk of
losing customers.

6. Conclusions

The primary importance of this study is its support for interpersonal-based and technology-based service encounters
in the interaction between customers and providers. This in turn depends on the attitudes of employees and how they
interact with customers. TBSE focuses more on interactions with various technical service provisions. As a result,
the relative importance of relationship benefit may vary between the two types of encounters. Thus, a
comprehensive service encounter concept should be used as a strategic guideline because providers have to adjust
the operations or administrative systems of the organization to satisfy various customers’ needs. Providers
sometimes also have to use technical offerings as well as get in contact with customers in person. More specifically,
providers have already prepared a set of human and technical resources that affect which resources are going to be
used. If all these interactions are considered complicated and unfriendly, the perception of relationship benefit will
likely be low.

Overall, our study has shown that developing the relationship benefits is a highly integrated process. A good service
encounter cannot occur without considering the interpersonal and technical aspects in the service process. In other
words, the well planned introduction of an additional service offering or new technical equipment may become a
powerful source of competitive advantage.

Some limitations of the present study and direction for future research should be mentioned. One limitation is that
we distributed the questionnaires with only a fraction of the surveys in the banking and restaurant settings. Clearly
more research is needed to broaden the database for further generalizations. Replications to validate the conceptual
model proposed should consider other service sectors (e.g., automobile repair, airline and department store) and
service domains (e.g., an experienced and novice customes) (Johnson and Mathews, 1997). Research along this line
could lead to a contingency framework by showing the correlation between service encounters and relationship
benefits.

In addition, due to the dynamic nature of relationships, interactions between customers and contact employees or
technological tools are seldom static and are likely to change over time. This is because the participants in the
interactions may react differently, depending on the different phases in the relationship development. Thus, future
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research should consider the need for longitudinal research, since longitudinal research designs may be needed to
explore how relationship benefits change over time, as customers proceed through various phases of relationship
development.

It would be a logical next step to investigate the moderating effects of relationship proneness, technology anxiety,
and technology proneness on IBSE. Our understanding of the service delivery process would undoubtedly be
enriched with further study of this complicated interactive influence.
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Table 1. The reliability and construct validity of the constructs

Constructs Variables Eigenvalue Extracted variance Cronbach's alpha
IBSE The level of interpersonal contact 2.314 0.57851 0.7482
TBSE The level of technology contact 2.667 0.66665 0.8283
) ) Special treatment benefit 2.013 0.77818 0.7586
Relationship
Confidence benefit 3.259 0.5863 0.9261
benefits )
Social benefit 2.492 0.57509 0.8933
Table 2. Descriptive statistics and correlation matrix for the theoretical constructs
Min Max Mean S.D. 1 2 3 4 5
1. IBSE (4 items) 139 485 368 047 1
2. TBSE (4 items) 211 434 318 039 0.538 1
3. Special treatment benefit (4 items) 1.08 4.8 223 053 0.369 0393 1
4. Confidence benefit (4 items) 112 439 383 026 0424 0598  0.488 1
3. Social benefit (3 items) 125 500 329 067 0721 0655 0583 0516 |

*The first four columns are descriptive statistics of each construct.

*All others are correlation coefficients in which are significant at the 0.01 level (2-tailed).
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Table 3. Standardized parameter estimates and fit indices

Relationship Hypotheses Estimate (t-values)
IBSE - special treatment benefit HI(V) 0.275 (4.191)
IBSE - confidence benefit H2(V) 0.497 (5.493)
IBSE-> social benefit H3(V) 0.793 (6.553)
TBSE-> special treatment benefit H4(V) 0.389 (5.714)
TBSE-> confidence benefit H5 (%) 0.078 (1.457)
TBSE - social benefit Hé6 (%) 0.107(1.759)

Squared Multiple Correlation ( R? )
Relationship quality = 0.237

Service brand equity = 0.501

77 =432.07

df =145
CFI=0.92
AGFI=0.839
RMSEA =0.078

Relationship Benefit

Service Encounter

Special treatment
benefit

Interpersonal— based
service encounter H2

Confidence benefit

Technology— based

service encounter Social benefit

Figure 1. The conceptual model
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