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This paper investigates how servicescape perception influences customer experience quality in hedonic 

service settings. In addition to the direct effect of servicescape quality on customer experience quality, 

the indirect effects of servicescape quality on customer experience quality via employee-to-customer 

interaction quality and peer-to-peer interaction quality are also investigated.

We collected data through a self-administered survey. The proposed relationships were tested using 

structural equation modeling. 

The results show that servicescape quality influences customer experience quality both directly and 

indirectly through employee-to-customer interaction quality and peer-to-peer interaction quality, and 

customer experience quality influences customer loyalty. Additionally, we find that the indirect path 

via peer-to-peer interaction quality is significant only in a low-satisfaction customer group.

The indirect effect of servicescape quality perception through peer-to-peer interaction quality is 
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However, after this point, further improvements offer few if any gains; therefore, service firms 
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Ⅰ. Introduction

Creating superior customer experience is sug-

gested as a way to achieve successful market-

ing outcomes (e.g., customer loyalty) and im-

prove a firm’s chances of success (Verhoef et 

al. 2009) in hedonic service settings. Nguyen et 

al. (2012) propose that, in hedonic services 

(e.g., going to a concert), the ultimate outcome 

of this consumption is the total experience of 

the performance (Ali et al. 2006; Berry et al. 

2002; Hightower et al. 2002). Given its strate-

gic importance, a few researchers (Lemke et 

al. 2011; Payne et al. 2008; Verhoef et al. 

2009) have recently explored the relationship 

between customer experience quality and busi-

ness success. Despite such efforts, customer 

experience quality and the antecedents and 

consequences of customer experience quality in 

hedonic service settings are not yet fully un-

derstood (Klaus and Maklan 2012). 

To understand customer experience quality, 

it is imperative to distinguish customer experi-

ence quality from service quality. Service qual-

ity is a perceived judgment of the excellence of 

the service (Parasuraman et al. 1998; Zeithaml 

1988), the focus of which lies in judgment 

about the firm’s service process (Payne et al. 

2008). On the other hand, customer experience 

is formed not only based on the communication 

encounter, the service encounter, and the con-

sumption encounter, which are under control of 

the firm, but also numerous contextual factors, 

and hence, can be viewed as only partially in-

fluenced by the service firms (Lemke et al. 

2011; Meyer and Schwager 2007; Pullman and 

Gross 2004; Schembri 2009). Hence, it may 

not be appropriate to assume that the ante-

cedents of service quality apply to customer 

experience quality as well. In an attempt to re-

search the antecedents and consequences of 

customer experience quality, we propose and 

test a theoretical model which includes ante-

cedents such as servicescape, employee-to- 

customer interaction quality, and peer-to-peer 

interaction quality as well as loyalty, the con-

sequence of the customer experience quality. 

The primary objectives of this study are 

fourfold. First, in order to examine the ante-

cedents of customer experience quality, we ex-

amine the effect of servicescape quality, employee- 

to-customer interaction quality, and peer-to- 

peer interaction (customer-to-customer inter-

action) on customer experience quality. Second, 

we examine the effects of customer experience 

quality on customer loyalty. Third, in addition 

to the direct effect of servicescape quality on 

customer experience quality, the indirect ef-

fects of servicescape quality on customer expe-

rience quality via employee-to-customer inter-

action quality and peer-to-peer interaction qual-

ity are also investigated. Fourth, the current 

study examines the moderating role of customer 

satisfaction level in the relationship between 

servicescape quality and peer-to-peer interaction 
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quality and in the relationship between peer- 

to-peer interaction quality and experience qual-

ity to check whether peer-to-peer interaction 

quality is a satisfier or a dissatisfier. 

The current study offers two contributions. 

First, we propose and investigate the indirect 

effects of servicescape quality on customer ex-

perience quality via peer-to-peer interaction 

quality in hedonic service settings. To the best 

of our knowledge, this is the first study to ad-

dress this indirect influential path. The current 

study firstly examines the influential path from 

servicescape to experience quality via peer-to- 

peer quality, which is different from existing 

studies on peer-to-peer quality (e.g., Kim and 

Choi 2013) that only examine the impacts the 

construct. Second, the present study is the first 

to examine the moderating effect of the level 

of customer satisfaction on the relationship be-

tween servicescape quality and peer-to-peer 

interaction quality, and the relationship be-

tween peer-to-peer interaction quality and ex-

perience quality in hedonic service settings. These 

differences will give managers and academi-

cians more plentiful implications. 

To test the model, we conducted a survey 

and collected self-administered data for analysis. 

The proposed relationships were then tested 

using structural equation modeling. The rest of 

the study is organized as follows. The next 

section provides a theoretical model along with 

the proposed hypotheses. The methodology sec-

tion describes the research methods, followed 

by the results section that discusses the findings. 

Finally, the paper concludes with a discussion 

of the implications, limitations, and opportunities 

for future research. 

Ⅱ. Theoretical Model and 
      Hypotheses Development

2.1 Servicescape and customer 

experience quality

Service quality and customer satisfaction, 

which are considered key elements for business 

success, have been investigated by numerous 

researchers in marketing, retailing, and service 

management (e.g., Parasuraman et al. 1988; 

Verhoef et al. 2007). Customer experience 

quality, on the other hand, has only been stud-

ied recently by a few researchers, (e.g., Lemke 

et al. 2011; Verhoef et al. 2009) though it 

seems that practitioners had already considered 

customer experience a crucial factor for engen-

dering loyalty (Badgett et al. 2007). Verhoef et 

al. (2009) proposed a conceptual model of cus-

tomer experience and suggested several deter-

minants of customer experience quality, which 

include the social environment, service inter-

face, retail atmosphere, assortment, price, and 

promotions. In the present study, we suggest 

servicescape as one of the determinants of cus-

tomer experience quality. 
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Servicescape is a widely used term to de-

scribe the physical surroundings of any service 

firm (Reimer and Kuehn 2005). Servicescape 

(Bitner, 1992, p.58) refers to “the built envi-

ronment that is the manmade physical sur-

roundings as opposed to the natural or social 

environment.” Servicescape includes the space 

factor such as layout, equipment, and ambient 

conditions such as temperature, music, noise, 

odor, as well as tangible parts of the service 

such as signage, brochures, and other commu-

nication material (Bitner 1992; Reimer and 

Kuehn 2005). Bitner (1992) argues that serv-

icescape exerts influence on consumer experience. 

For example, a traveler may have a horrible 

experience at the airport because she or he has 

a hard time finding signage providing direc-

tions to the assigned gate, and feels stress due 

to crowds, high temperature, and a small num-

ber of restrooms. Brady and Cronin (2001) also 

posit that servicescape quality, in addition to 

social factors, are critical in assessing the qual-

ity of a service encounter. In addition, custom-

er experience is understood as the customer’s 

subjective response to the direct and indirect 

encounter with the firm (Lemke et al. 2011). 

Therefore, we suggest that servicescape quality 

is a critical determinant of customer experience 

quality and hypothesize: 

H1: Servicescape quality will have a positive 

influence on customer experience quality.

2.2 Servicescape, employee-to-customer 

interaction quality, and customer 

experience quality

Employee-to-customer interaction quality re-

fers to the customers’ perceptions of the man-

ner in which the service is delivered (Lemke 

et al. 2011) and the interactions between em-

ployees and customers during service delivery 

(Brady and Cronin 2001; Grönroos 1982, 1984). 

Physical surroundings are important in service 

settings because the nature and quality of cus-

tomer and employee interaction are affected by 

the physical space in which it occurs. “In stud-

ies on servicescape, the focus has shifted to-

wards social relationships between customers 

and between employees and customers” (Caru 

and Cova 2015). Caru and Cova (2015) posit 

that servicescape’s design contributes to social-

ization between customers and staff. Forgas 

(1979) argues environmental elements such as 

seating arrangement, proximity, size, and flexi-

bility define the possibilities for and limits of 

social interaction. For example, seating arraign-

ments at restaurants may encourage interactions 

between customers and a chef who prepares 

meals in full view. As such, physical settings 

affect the nature and quality of social inter-

actions by facilitating or hindering interactions 

between customers and employees (Bitner 1992). 

Reimer and Kuehn (2005) posit that a dis-

organized service provider’s office may not only 

suggest poor service quality, but also unreli-
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ability on the part of the service provider 

herself. Therefore, we propose that servicescape 

quality is a critical determinant of employee- 

to-customer interaction quality, and therefore 

hypothesize:  

H2.1: Servicescape quality will have a pos-

itive influence on employee-to-customer 

interaction quality.

From the initial contact with a service pro-

vider, customers interact with service providers 

across multiple touch points (e.g., making an 

appointment or reservation, contact from a re-

ceptionist for a reminder, receiving service from 

a service provider). The customer experience is 

likely to be determined based on a set of inter-

actions between a customer and a product, 

company, or part of its organization (LaSalle 

and Britton 2003; Shaw and Ivens 2005). In 

particular, interactions with employees involved 

in the service experience are likely to enhance 

the customer experience quality. For example, 

if employees are polite, responsive, friendly, and 

helpful in dealing with customers during service 

encounters, customers are more likely to perceive 

a high level of experience quality. Therefore, 

we propose that customer experience quality is 

determined based on the perceived quality of 

interactions between customers and employees, 

and therefore, hypothesize: 

H2.2: Employee-to-customer interaction qual-

ity will have a positive influence on 

customer experience quality.

2.3 Servicescape, peer-to-peer 

interaction quality, and customer 

experience quality

Aubert-Gamet and Cova (1999) argue social 

interactions are affected by the physical setting 

in which they occur. Behaviors such as partic-

ipation, assistance, small group interaction, ag-

gression, group cohesion, and friendship formation 

are facilitated or inhibited by the physical set-

tings (Bitner 1992; Harris and Baron 2004; 

Sundstrom and Sundstrom 1986). “Servicescape’s 

design contributes not only to socialization be-

tween customers and staff, but also among 

customers” (Caru and Cova, 2015, p.278). 

Characteristics of the physical settings such as 

the facilities, layout, music, scents, and temper-

ature (ambient cues) influence approach (e.g., 

engage in valuable and helpful behavior toward 

other customers, share experiences with others, 

etc.) and avoidance (e.g., limited interaction 

with other customers) behaviors (North 2003; 

Spangenberg 1996). For example, seating ar-

rangements in airports discourages comfortable 

conversation among travelers (Sommer 1974). 

Similarly, disorganized seating arrangement in 

a concert hall may not only signal bad service 

experience quality, but also unreliability of the 

peer-to-peer interaction. Therefore, we propose 

that peer-to-peer interaction quality is determined 
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based on the perceived quality of the service-

scape, and therefore, hypothesize:

H3.1: Servicescape quality will have a pos-

itive influence on peer-to-peer inter-

action quality.

Lemke et al. (2011) state “one of the ori-

gins of customers experience is the contact 

with other customers in the consumption proc-

ess…customers view the quality of the peer- 

to-peer encounter as part of their overall expe-

rience assessment.” McGroth and Otnes (1995) 

posit that a customer’s helping behavior directly 

influences other customers’ service experience. 

Wu (2007) also argues that knowledgeable 

customers influence other customers’ experi-

ence by disseminating useful customer knowl-

edge and tips. On the other hand, a customer’s 

misbehavior affects other customers’ service 

experience negatively: jay customer behaviors 

(Lovelock 1994), deviant customer behavior 

(Moschis and Cox 1989), and aberrant custom-

er behavior (Fullerton and Punj 1993) ruin the 

experience for other customers (Verhoef et al. 

2009). Customers can also influence one another 

indirectly (Tombs and McColl-Kennedy 2010). 

For example, crowding or standing too close to 

others may create anxiety, thereby influencing 

other customers’ experiences (Bateson and Hui 

1986; Fisher and Byrne 1975). “A sporting 

event would benefit from having a supportive 

crowd and a concert would benefit from fans 

that can play a part in the overall experience 

by singing along with the band” (Nguyen et 

al., 2012, p. 269). This leads us to suggest that 

there exists a positive relationship between 

peer-to-peer interaction quality and customer 

experience quality. Therefore, we hypothesize: 

H3.2: Peer-to-peer interaction quality will 

have a positive influence on customer 

experience quality.

2.4 Customer experience quality and 

customer loyalty 

Loyalty is defined as “an intention to per-

form a diverse set of behaviors that signal a 

motivation to maintain a relationship with the 

focal firm, including allocating a higher share 

of the category wallet to the specific service 

provider, engaging in positive word of mouth, 

and repeat purchasing” (Siredeshmukh et al., 

2002, p. 20). Previous research suggests that 

service quality and customer satisfaction are two 

major antecedents of loyalty towards firms: 

Parasuraman et al. (1998) suggest a direct link 

between service quality and loyalty. We posit 

customer experience quality as one of the key 

antecedents of loyalty. Customer experience 

quality is conceptually distinct from service 

quality. Service quality is considered a perceived 

judgment of service excellence (Parasuraman 

et al. 1998; Zeithaml 1988), the focus of which 

lies in judgment about the firm’s service proc-
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ess (Payne et al. 2008). On the other hand, 

customer experience is formed based on nu-

merous contextual factors (e.g., contact with 

other customers, a level of participation in a 

service process), and hence, is only partially 

influenced by service firms (Pullman and 

Gross 2004; Schembri 2009). 

Our conceptualization of “customer experi-

ence” deals with customers’ perception of “total 

experience,” which depends on not only the 

perceived quality of services provided but also 

other elements which influence customer experience. 

For example, our experience at Starbucks may 

not be based solely on the taste of freshly 

brewed café mocha and the employee service 

but also on presence of and interaction with 

other customers. Customers often co-create their 

unique experience with the company when 

companies provide the servicescape and con-

texts conducive to experiences (Prahalad and 

Ramaswamy 2004; Caru and Cova 2007). Positive 

customer experience is likely to create an emo-

tional tie between the firm and customers and 

engender customer loyalty. Based on the argu-

ments provided above, it is likely that sat-

isfactory customer experiences lead to customer 

loyalty. Therefore, we hypothesize:

 

H4: Customer experience quality will have a 

positive influence on customer loyalty. 

2.5 Satisfier vs. dissatisfier in hedonic 

services 

Ng et al. (2007) suggests that hedonic serv-

ices are personal and grounded in individual 

attitudes and motivations related to the con-

sumption experience (Albers-Miller and Stafford 

1999). Ng et al. (2007) posits that hedonism 

reflects characteristics such as pleasure, enjoyment, 

or delight (O’Shaughnessy and O’Shaughnessy 

2002), and argue that hedonic services highlight 

the importance of experiencing personal pleasure 

and enjoyment during the service consumption 

episode (O’Shaughnessy and O’Shaughnessy 

2002). Therefore, hedonic services are consumed 

to fulfill psychological needs and the service 

outcome is evaluated based on the customers’ 

enjoyment of the experience (Cooper-Martin 

1992; Ng et al. 2007). Nguyen et al. (2012) 

propose that, in hedonic services (e.g., going to 

a concert), the ultimate outcome of this con-

sumption is the total experience of the per-

formance (Ali et al. 2006; Berry et al. 2002; 

Hightower et al. 2002). Other customers (e.g., 

crowds, the social servicescape) have a sig-

nificant impact on the total customer experience 

in hedonic service settings (Berry et al. 2002; 

Nguyen et al. 2012). Nguyen et al. (2012) 

suggest diverse examples such as “creating 

noise in a quiet environment such as talking, 

laughing loudly, expressing negative/positive 

emotion through talking or arguing with others, 

commenting about the service provider or us-
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ing inappropriate language, or children mis-

behaving in public” (Nguyen et al., 2012, p. 

269). In hedonic service settings, “a supportive 

crowd in the proper environment would have a 

positive influence on the atmosphere of the 

event, and hence, positively affect the consum-

er’s total experience” (Nguyen et al., 2012, p. 

269). Extending this line of research, we sug-

gest that, in hedonic service settings, peer-to- 

peer interaction quality and its influential fac-

tors (e.g., servicescape quality) are all basic 

factors (dissatisfiers) rather than excitement 

factors (satisfiers) or performance factors, pos-

sibly indicating that these will affect customer 

experience quality differently depending on the 

level of satisfaction.  

Matzler et al. (2004, p. 273) propose that 

“basic factors (dissatisfiers) are minimum re-

quirements that cause dissatisfaction if not ful-

filled but do not lead to customer satisfaction if 

fulfilled or exceeded; negative performance on 

these attributes has a greater impact on overall 

satisfaction than positive performance. The ful-

fillment of basic requirements is a necessary, 

but not sufficient condition for satisfaction. 

Basic factors are entirely expected. The cus-

tomer regards them as prerequisites; they are 

taken for granted.” On the contrary, “excite-

ment factors (satisfiers) are the factors that 

increase customer satisfaction if delivered but 

do not cause dissatisfaction if they are not de-

livered; in other words, positive performance 

on these attributes has a greater impact on 

overall satisfaction than negative performance. 

Excitement factors surprise the customer and 

generate ‘delight’” (Matzler et al. 2004, p. 273). 

Additionally, Matzler et al. (2004, p. 273) sug-

gest, “performance factors lead to satisfaction 

if performance is high and to dissatisfaction if 

performance is low. In this case, the relation-

ship between service attribute performance and 

overall satisfaction is linear.” 

In sum, we posit that peer-to-peer inter-

action quality and the influential factors in-

volved in it (e.g., servicescape quality) are 

critical in forming customer experience quality 

perceptions, particularly in a low satisfaction 

group but not in a high satisfaction group. In a 

highly satisfied customer group, there will be 

no noticeable significant link between service-

scape quality and customer experience quality 

via peer-to-peer interaction quality. In contrast, 

in a dissatisfied customer group, there will be a 

noticeable significant link between servicescape 

quality and customer experience quality via peer- 

to-peer interaction (e.g., the unpleasant feelings 

when they suffer from neighboring customers’ 

misbehavior may be severe). Therefore, the level 

of customer satisfaction is expected to serve as 

a moderator between servicescape quality and 

peer-to-peer interaction quality, and peer-to-peer 

interaction quality and customer experience quality, 

and we state the following hypothesis.

H 5: The impact of servicescape quality on 

peer-to-peer interaction and the impact 
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of peer-to-peer interaction quality on 

customer experience quality will be sig-

nificant in a low-satisfaction customer 

group, however, not in a high-satisfaction 

customer group. 

In all, the servicescape quality influences 

customer experience quality directly and in-

directly through employee-to-customer inter-

action quality and peer-to-peer interaction quality, 

which, in turn, affects customer loyalty. Figure 

1 illustrates the research model for this study.

Ⅲ. Research Methodology 

3.1 Sample  

Three hundred fifty four mid-sized college 

students in Korea participated in the survey 

for extra credit, conducted in a self-completed 

questionnaire format. Through the pilot study 

(sample size 30), movie theatres, museums, 

tours, and theme parks were selected as the 

most popular hedonic services. After being ex-

posed to the definition and illustrative catego-

ries of hedonic services (Ng et al. 2007), sub-

jects were asked to recall their most recent he-

donic service experience among them. They 

were asked to write down the organization’s 

name to enhance recall accuracy. The sample 

was 48.9% male. The various service types re-

ported in the sample are expected to enhance 

the applicability of the current research find-

ings to most hedonic service categories.

3.2 Measures

Based on the previous research on service 

<Figure 1> Research model    
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marketing, we select measurement items deemed 

appropriate to the context of the current study. 

Adopting measurement items used in the ex-

isting literature provided a basis for the specifi-

cation of each construct. Measurement items 

were either taken directly or modified to meas-

ure the latent constructs. All measures used for 

the current study are shown in Table 1. The 

subjects were asked to respond on a five-point 

Likert scale, ranging from 1 (strongly disagree) 

to 5 (strongly agree). For cross-validation of 

survey questionaire, two bilingual experts flu-

ent in both English and Korean translated the 

questionnaire into Korean. Following Douglas 

and Craig's (1983) recommendation, the verbal 

equivalence between the Korean and English 

versions was checked through back-translation 

by two other bilinguists. 

Construct Measurement items References

Servicescape 

Quality

The overall quality of XYZ’s facility is great (V1).
The overall quality of XYZ’s facility is much better 

than I expected (V2).

The overall quality of XYZ’s facility is just what it 
should be (V3). 

Wakefield and Blodgett (1996) 

Employee-to-
customer

Interaction

Quality

I think that the quality of my interaction with XYZ 

and XYZ’s employees is excellent (V4). 
I would say that XYZ and XYZ’s employees are 

interested in customers (V5). 

I believe that XYZ and XYZ’s employees care about 
customers (V6). 

Brady and Cronin (2001)

Choi and Kim (2013)

Peer-to-peer
Interaction

Quality

I would say that the quality of my interaction with 

other customers at XYZ is excellent (V7). 
I believe that we have superior interactions with other 

customers at XYZ (V8). 

I think that the total contact with other customers at 
XYZ is excellent (V9). 

Choi and Kim (2013)

Lemke, Clark, and Wilson (2010)

Customer
Experience

Quality

I would say that the experience at/with XYZ is 

excellent (V10). 
I believe that we have a superior experience at XYZ 

(V11).

I think that the total experience procedure at XYZ is 
excellent (V12). 

Kim and Choi (2013)

Lemke, Clark, and Wilson (2010)

Customer 
Loyalty 

When choosing the same product category, I will 

consider XYZ as my first choice (V13).
I will continue to visit XYZ in the future (V14). 

I will continue to visit XYZ, even if other alternatives 

are available (V15).

Yim, Tse, and Chan (2008)

<Table 1> Measurement items. 
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According to Podsakoff et al.'s (2003) rec-

ommendation, we designed the survey to mini-

mize common method variance. First, we col-

lected only limited personal information (e.g., 

gender) so as to ensure anonymity. Second, we 

separated each section of the questionnaire 

from the other sections so as to ensure clarity. 

Third, we conducted the Harman's single- 

factor test (e.g., Podsakoff et al. 2003) as a 

post hoc analysis to examine common method 

bias. The test shows that no single factor ac-

counts for most of the variance in the variables. 

These results may alleviate concerns about 

common method variance in our model. 

Ⅳ. Analysis and Results 

4.1 Measurement model

The adequacy of the measurement model 

was evaluated based on overall fit with the 

data, reliability, convergent validity, and dis-

criminant validity. First, reliability and validity 

tests of the measurement model were con-

ducted (Churchill, 1979). The properties of all 

items were located as reflective measures on 

their respective factors and evaluated through 

a comprehensive confirmatory factor analysis 

(CFA) using AMOS 18.0. The overall meas-

urement model fit indices indicate that the 

comprehensive confirmatory factor model fits 

the data well (χ2=194.4169, df = 80, p = 

.000, CFI = .958, TLI = .945, NFI= .931, 

standardized RMR = .030, RMSEA = .064). 

The range of Cronbach’s alpha coefficients for 

each construct was acceptable (.708 [Servicescape 

Quality] ~ .894 [Peer-to-peer Interaction 

Quality]) and the composite reliability was 

satisfactory (Table 2). To test convergent val-

idity, t-value and average variance extracted 

(AVE) were employed (Fornell and Larcker, 

1981). T-values of Lambda (λ) loadings of 

each measure were significant (p < .01) and 

AVEs for each construct were good (all exceeded. 

70). Overall, the results suggested good con-

vergent validity as shown in Table 2.

Next, discriminant validity was assessed by 

developing a confidence interval of ψ±2σe for 

each pair of factors and examining whether 1 

(one) is included in a confidence interval. The 

ψ notation indicates the correlation between 

two factors, whereas σe represents the stand-

ard error between two factors. The high end of 

the confidence interval between two factors 

does not include 1, providing evidence of dis-

criminant validity (Koufteros, 1999). 

4.2 Structural model

Structural equation modeling (SEM) analysis 

was conducted to test the hypothesized rela-

tionships, yielding acceptable model fit indices. 

The structural model has a statistically sig-

nificant chi-square test value (χ2 = 268.286, 
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Construct
Measurement 

items
Factor 
Loading 

T-values
Composite 
reliabilitya

Average 
variance 
extracted 
(AVE)b 

Servicescape 
Quality

V1 .673 12.080

.909 .769V2 .714 12.873

V3 .632 11.285

Employee-to-customer
Interaction
Quality

V4 .812 17.338

.951 .866V5 .810 17.292

V6 .785 16.563

Peer-to-peer
Interaction
Quality

V7 .869 19.828

.939 .837V8 .873 19.976

V9 .835 18.686

Customer
Experience
Quality

V10 .664 13.411

.943 .850V11 .667 13.505

V12 .918 20.819

Customer
Loyalty

V13 .758 15.835

.922 .797V14 .808 17.295

V15 .777 16.375

Notes:
a Composite reliability: (∑λi)2/[(∑λi)2+∑ivar(εi)], where λi is the component loading to an indicator and var(εi)=1- λi2. 
b Average variance extracted: ∑λi2/[∑λi2+ ∑ivar(εi)].

<Table 2> Summary of measurement results.

Variables
Servicescpe
Quality

Employee-to-customer
Interaction
Quality

Peer-to-peer
Interaction
Quality

Customer
Experience
Quality

Customer 
Loyalty

Servicescpe
Quality

- .276 .156 .263 .326

Employee-to-customer
Interaction
Quality

.525
(.029)

- .370 .410 .341

Peer-to-peer
Interaction
Quality

.395
(.031)

.608
(.027)

- .407 .383

Customer
Experience
Quality

.513
(.030)

.640
(.026)

.638
(.030)

- .661

Customer Loyalty
.571
(.028)

.584
(.029)

.619
(.035)

.813
(.037)

-

Notes: 1. Intercorrelations are presented in the lower triangle of the matrix. Standard errors appear in the parenthesis. 
Squared correlations are given in the upper triangle of the matrix. 

<Table 3> Interconstruct correlations 
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df = 84, p = .000). All other relevant fit in-

dices are also within the acceptable range (CFI 

= .932, TLI = .916, NFI= .905, standardized 

RMR = .047, RMSEA = .079). Therefore, we 

conclude that the proposed model fits the data 

well. The estimated path coefficients together 

with hypotheses test results are shown in 

Figure 2.

The estimated standardized structural coefficients 

for the hypothesized associations among con-

structs and their significance are shown in 

Table 4. The parameter estimates were con-

sistent with the proposed direction in the hy-

pothesized paths and all hypotheses were 

supported.

As expected, Hypothesis 1, which posits the 

direct path from the servicescape to customer 

experience quality, was found to be significant. 

This indicates that manipulation of the service-

scape is likely to enhance customer experience 

quality. The paths from the servicescape qual-

ity to employee-to-customer interaction quality 

(H2.1) and from employee-to-customer inter-

action quality to customer experience quality 

(H2.2) were significant. The paths from the 

servicescape quality to peer-to-peer interaction 

quality (H3.1) and from peer-to-peer interaction 

quality to customer experience quality (H3.2) 

were also significant. Hypotheses 2 and 3 dem-

onstrate that the indirect paths between the 

servicescape and customer experience quality 

via employee-to-customer interaction quality 

and peer-to-peer interaction quality exists in 

addition to the direct path between the serv-

<Figure 2> Structural equation model with the estimated path coefficients and test results

Notes: *  p < .05 
       ** p < .01

       1. Standard errors appear in the parenthesis. 
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icescape and customer experience quality (H1). 

Customer experience quality also had a sig-

nificantly positive influence on customer loy-

alty, lending support for Hypothesis 4. The re-

sults support all hypotheses in that all paths 

are significant and in the expected direction. 

Overall, the results support our theoretical model 

and provide empirical evidence regarding the 

paths between the servicescape and customer 

experience quality. In addition, the results con-

firm the link between customer experience 

quality and customer loyalty. 

In an attempt to deepen our understanding 

of the indirect effects of servicescape quality 

on customer experience quality via peer-to-peer 

interaction quality, we further analyzed the 

moderating role of the level of customer sat-

isfaction on the relationship between service-

scape quality and peer-to-peer interaction quality 

perception, and the relationship between peer- 

to-peer interaction quality perception and cus-

tomer experience quality in H5. We examined 

the moderating role of the level of customer 

satisfaction on the relationship between serv-

icescape quality and peer-to-peer interaction 

quality, and the relationship between peer-to- 

peer interaction quality and customer experi-

ence quality. The results of the chi-square dif-

ference test support H5 (see below for details).

4.3 Moderating effect analysis 

We used a retrospective self-report data ap-

proach to investigate the moderating role of 

the level of customer satisfaction in the sug-

gested model. A two-item, seven-point Likert 

Hypothesized path Hypothesis
Standardized 

Coefficient
t-Value Results

Servicescpe Quality 
Customer Experience Quality

H 1 .273 2.980** Accepted

Servicescpe Quality 
Employee-to-customer Interaction Quality

H 2.1 .634 7.532** Accepted

Employee-to-customer Interaction Quality 
Customer Experience Quality

H 2.2 .285 3.977** Accepted

Servicescpe Quality 
Peer-to-peer Interaction Quality

H 3.1 .520 6.854** Accepted

Peer-to-peer Interaction Quality 
Customer Experience Quality

H 3.2 .378 6.351** Accepted

Customer Experience Quality 
Customer Loyalty

H 4 .839 13.371** Accepted

Notes: *  p < .05 
       ** p < .01 

<Table 4> Structural equation model results: path coefficients 
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scale, adapted from Fornell et al. (1996), was 

employed to capture the respondents’ percep-

tions of customer satisfaction. The statements 

related to perceptions of communication quality 

were as follows: “Overall, I would say that I 

am satisfied with XYZ,” and “I am satisfied 

with XYZ compared to other firms.” In order 

to compare samples with high and low sat-

isfaction, we performed a chi-square difference 

test (Δχ2) consisting of two steps. First, we 

develop a constraint model by imposing an 

equality constraint on the focal link. Next, we 

compare the chi-square between the free mod-

el and the constrained model. The participants 

were divided into two groups of high customer 

satisfaction and low customer satisfaction based 

on the median split of customer satisfaction, 

and each link in the suggested model was 

compared between the groups. 

The results of chi-square difference test in-

dicated that the relationship between service-

scape quality and the peer-to-peer interaction 

quality, and the relationship between the peer- 

to-peer interaction quality and customer expe-

rience quality were moderated by the level of 

customer satisfaction. The results of the chi- 

square difference test are reported in Table 5. 

Ⅴ. Discussion and Implications 

5.1 Contributions  

Designing a servicescape to enhance customer 

experience quality is different from that for 

enhancing service quality, since the former must 

consider a broader set of determinants than the 

latter. Extending conceptual studies (Lemke et 

al. 2011; Verheof et al. 2009) that propose a 

link between the servicescape and customer 

experience quality, the current study investigates 

Hypothesized path

Low-satisfaction 

Group

Path Estimates

(S.E.)

High-satisfaction 

Group

Path Estimates

(S.E.)

Chi-square 

difference

(d.f. difference)

Servicescape quality 
Peer-to-peer interaction quality

.271(.100)*** .018(.104) 3.048(1)*

Peer-to-peer interaction quality 
Customer experience quality

.253(.079)*** .080(.058) 2.922(1)*

Notes: *** p < .01
       **  p < .05
       *   p < .10

<Table 5> The moderating effect of the level of customer satisfaction on the relationship between 

servicescape and peer-to-peer interaction quality, and peer-to-peer interaction 

and customer experience quality 
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the relationships between the servicescape and 

customer experience quality, and other constructs 

such as employee-to-customer interaction qual-

ity, peer-to-peer interaction quality, and cus-

tomer loyalty in hedonic service settings. 

The current study contributes to and is dis-

tinct from previous research by investigating 

the indirect effects of the servicescape quality 

on customer experience quality via peer-to-peer 

interaction quality in hedonic service settings, 

the first investigation to the best of our knowledge. 

Additionally, the present study is the first to 

highlight the moderating effect of the level of 

customer satisfaction on the relationship between 

servicescape quality and peer-to-peer interaction 

quality, and the relationship between peer-to- 

peer interaction quality and experience quality 

in hedonic service settings. This study clarifies 

for researchers the indirect effect of service-

scape quality on experience quality via peer- 

to-peer interaction quality, which is significant 

only in a low-satisfaction customer group, meaning 

that this factor is a dissatisfier (basic factor) 

rather than a satisfier (excitement factor) or 

performance factor.

The current findings demonstrate that, in 

hedonic service settings, servicescape directly 

impacts customer experience quality (e.g., service 

processes take place in servicescape, Bitner, 

1992), which in turn influences customer loyalty. 

This validates previous studies’ propositions on 

the relationship between servicescape and cus-

tomer experience quality (Lemke et al. 2011; 

Verheof et al. 2009). We anticipate that serv-

icescape may be even more critical in self-service 

environments, as customers should accomplish 

tasks themselves, though this requires further 

investigation. The findings also show that the 

servicescape influences customer experience quality 

indirectly by influencing interactions between 

employees and customers, which in turn impact 

experience quality. For example, the service-

scape (e.g., layout, equipment, furnishings, mu-

sic, size, and the comfort level of a waiting room, 

etc.) can be used to facilitate interaction be-

tween employees and customers, which con-

tributes to the overall quality of the customer’s 

service experience. 

Given that the quality of interaction between 

employees and customers has a significant in-

fluence on customer experience quality and the 

quality of interaction is positively related to 

servicescape, organizations should seriously con-

sider the ideal servicescape for employees to 

foster a high level of employee-to-customer 

interaction. For example, some elements of the 

servicescape such as equipment, layout, space, 

and facilities may have a significant influence 

on employees’ motivation and ability to interact 

with customers as they create desirable envi-

ronments for employees and often make it eas-

ier for employees to engage with customers. On 

the other hand, ambient cues such as lighting, 

noise, olfactory cues, and temperature, frequently 

examined in the previous research on service-

scape (Turley and Milliman 2000), may not 
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directly enhance employee ability and/or moti-

vation to interact with customers. However, 

these ambient cues may be considered hygiene 

factors, so it is important that these be main-

tained at an acceptable level, as their absence 

may cause dissatisfaction. Given the substantial 

implications of this categorization, this could be 

addressed through future research. 

Furthermore, the results demonstrate that 

servicescape significantly influences customer 

experience quality indirectly via peer-to-peer 

interaction quality. The validation of the in-

direct link between the servicescape quality and 

customer experience quality via peer-to-peer 

interaction quality indicates that marketers can 

facilitate positive customer-to-customer inter-

actions while constraining negative customer- 

to-customer interactions by manipulating the 

physical environmental parameters. For exam-

ple, as Bitner suggests in her conceptual paper 

(Bitner 1992), space and layout can be opti-

mized to facilitate interactions among custom-

ers, and temporary friendships created due to 

such interactions are likely to enhance custom-

er experience. It is also noteworthy that phys-

ical settings represent expectations, social rules, 

and conventions in force in a given behavioral 

setting, influencing the nature and quality of 

social interaction (Forgas 1979). We anticipate 

that the expectations and social rules imposed 

are likely to encourage comfortable conversations 

and interaction, and desirable behaviors among 

the customers, leading to desirable behaviors 

while discouraging undesirable behaviors. Hence, 

managers may need to determine the elements 

to incorporate or modify in the physical setting 

to enhance the quality of customer-to-customer 

interactions, as the required changes may differ 

depending on types of services (e.g., a theme 

park or a bank).  

Interestingly, in hedonic service settings, the 

indirect effect of servicescape quality on expe-

rience quality via peer-to-peer interaction quality 

is significant only in low customer satisfaction 

conditions, indicating that it is a dissatisfier 

rather than satisfier or critical (performance) 

factor. This result is slightly different from 

Pollack’s (2008) findings. Pollack (2008) exam-

ines social factors as a critical (performance) 

factor, which has a positive linear relationship 

with satisfaction in hairdresser/barber and phone 

service settings. By contrast, this study shows 

that, in hedonic service settings, a significant 

link from servicescape quality to experience 

quality via peer-to-peer interaction quality ex-

ists only for low satisfaction conditions. In other 

words, the present study identifies peer-to-peer 

interaction quality as a dissatisfier factor in he-

donic service settings. If customers perceive that 

the peer-to-peer interaction quality is lacking, 

customer experience will be greatly affected. 

The fulfillment of basic requirements is a nec-

essary, but not sufficient condition for customer 

satisfaction because they are entirely expected. 

The customer regards them as prerequisites, and 

they are taken for granted. Johnston (1997) 
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suggests that if an evaluation for any dissat-

isfier factor falls below an acceptable level, it 

should be addressed first before improving on 

satisfiers. However, for dissatisfier attributes, 

the return on quality may diminish after the 

acceptable level is reached (Pollack 2008), af-

ter which point firms cannot achieve great gains 

in customer satisfaction by improving it (Pollack 

2008). Once this point is reached, Pollack 

(2008) posits that, given scarce management 

resources, service firms may prefer to allocate 

resources for quality improvements to the 

satisfiers. Service managers in hedonic service 

settings should keep in mind that it is neces-

sary, but not sufficient, to monitor the indirect 

link from servicescape quality to experience 

quality via peer-to-peer interaction quality. 

The relationship between perceived service 

quality and brand loyalty has been demonstrated 

in numerous times in the previous research 

(Boulding et al. 1993; Gremler and Brown 

1996), though the link between customer expe-

rience quality and customer loyalty has been 

scarcely examined (Kim and Choi 2013). It may 

be partly because customer experience quality 

has been relatively ignored, drawing less re-

search attention compared to service quality. 

The present research makes a theoretical con-

tribution by providing additional empirical evi-

dence for the link between customer experi-

ence quality and customer loyalty. 

Within the real estate business, dead malls 

are a serious problem. While an issue for decades, 

it has been worsened due to competition from 

online shopping combined with economic downturns. 

Though it may require substantial effort to 

boost offline shopping sales, offline shopping 

malls maintain an advantage because they can 

offer a superior and memorable experience. Of 

course, “experience” can be provided by online 

stores but is often limited; you may not have 

a live band playing music while engaging in 

conversation with friends or strangers while drink-

ing beer. Though our research does not focus 

solely on offline shopping experiences but rather 

overall customer experience, we believe that our 

research provides insights into the antecedents 

and consequences of customer experience. 

5.2 Limitations and future research 

The study is subject to several limitations, a 

discussion of which will help with an appro-

priate interpretation of the findings. First, the 

current study does not examine the impact of 

servicescape on internal responses such as affection. 

Servicescape elements such as music, temper-

ature, odor, and light are likely to influence 

mood or elicit various emotional reactions, and 

emotional responses to the environment may 

be transferred to other people within the envi-

ronment (Obermiller and Bitner 1984). Therefore, 

further research on the impact of servicescape 

on affection may deepen our understanding of 

the issue. Second, the present research suggests 

boosting customer experience quality is crucial 
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to enhancing customer loyalty. However, cus-

tomer loyalty may be influenced by the other 

variables such as customer satisfaction. We 

recommend that future research investigate 

additional factors to extend the applicability of 

the current model. Third, given the complexity 

of the relationship between servicescape and 

customer behavior, we recommend various meth-

ods for future research, including experiments, 

surveys, and direct observation may provide 

more in-depth information regarding the impact 

of the physical setting on behavioral responses. 

Fourth, the current study focuses on the rela-

tionship among the overall assessment of serv-

icescape quality, the overall assessment of 

peer-to-peer interaction quality, and the overall 

assessment of customer experience quality, so 

the results have limited applicability to specific 

concrete attributes. Future research may deep-

en this research’s insights by addressing the 

relationships among specific concrete service-

scape attributes, peer-to-peer interaction quality 

(see Lee et al. 2009), and customer experience 

quality. Fifth, this study focuses on hedonic 

service settings, so caution should be taken when 

applying the results to other service areas (e.g., 

banks, hospitals, and retailers). Future research 

may contribute to the generalizability of this 

research by addressing diverse service settings.
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