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 Service Firm Performance Transparency: How, When and Why Does It Pay Off?  


Abstract
Calls for increased transparency and reduced information asymmetry between service firms and their customers are getting louder in the marketplace. Yet, it remains unclear what exactly constitutes transparency in the eyes of customers, and how, if at all, service firms benefit from it. This research contributes to extant knowledge by articulating the key properties of service firms’ performance transparency and by developing and validating a parsimonious scale to measure it. We show that through a reduction in customer uncertainty, the provision of accessible and objective information about a firm’s service offering is positively associated with customers’ intention to purchase and willingness to pay a price premium for its service. Furthermore, we find that the positive effect of performance transparency is influenced by customers’ perceptions of a firm’s ability to deliver on its service promise. An important managerial implication of the current research is that performance transparency benefits customers by lowering uncertainty, and hence service firms should proactively consider it as a critical measure that helps differentiate their services from competitive offerings, even when customer perceptions of a service firm’s ability are low. 
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Transparency has become an increasingly popular word in recent years. Recent events such as the financial crisis and reports of the National Security Agency’s data collection efforts have reduced customer confidence in governments (arguably one of the largest service providers in the world) and heightened customers’ uncertainty towards businesses in general, and in a number of service firms in particular (Forbes 2013; Time 2013). Consumers repeatedly report high levels of uncertainty when dealing with service firms, and have called for greater transparency. This trend has received much attention in the media as of late (Fox News 2013; Gunelius 2010; NBC News 2013). A service firm’s transparency about its offerings, it seems, matters much to customers. 
There are at least two reasons why transparency matters in a service context. First, unlike physical products, services are mainly comprised of experience and credence attributes that make the evaluation of services difficult even after consumption (Crosby, Kenneth, and Cowles 1990). In addition, due to properties such as inseparability of production and consumption, customers introduce a degree of variability (e.g., consider the presence and behavior of other passengers on a busy long-haul flight) that makes it difficult for service providers to deliver consistent service quality (Kwortnik and Thompson 2009; Mittal 1999). As Levitt (1980) once said, with services “you don’t know what you aren’t going to get until you don’t get it.” Given these and other well-documented peculiarities of services, such as the occurrence of service failure or unfavorable incidents (Bitner, Booms, and Tetreault 1990; Sajtos, Brodie, and Whittome 2010), customers are increasingly expecting to be able to “see through” the firm and its service offerings (Stewart 2009; Wilkin 2009). Allowing customers to see through service offerings can be important to a firm that wishes to minimize any uncertainty related to its competence at delivering on its service promise.
Second, transparency matters because firms find it increasingly difficult to hide negative information when things go wrong, or to prevent negative news from spreading (Porath, MacInnis, and Folkes 2011). For example, with the proliferation of social media, online filters and aggregators, a customer’s experience with a service provider can be widely disseminated and shared. Given that the effect of transparency is still unclear, some businesses, for example, release only positive customer testimonies and omit negative experiences. Anecdotal and some scholarly evidence suggests that transparency can be highly beneficial (Foreh and Grier 2003; Stewart 2009; Tapscott and Ticoll 2003). However, there may also be conditions in which being transparent matters more than in others (Berens, van Riel, and van Bruggen 2005). 
Given the lack of research in this area and inconclusive findings, it is reasonable for firms to worry about transparency. On the one hand, if the shared information is to the firm’s advantage, the firm should accrue the benefits of both its informational value and its signal of fair dealing. On the other hand, if the information is not to the firm’s benefit there is a countervailing force that may negate the positive effects of the signal. As the Chief Marketing Office (CMO) of a large, international insurance company put it in an interview with us: ”Transparency is certainly a word we want to use in our magazines but I wish I’d know what it really means.” 
Thus, a number of critical questions remain:  What steps can service firms take to be seen as transparent by customers? How and when can performance transparency help build stronger customer relationships?[footnoteRef:1] More specifically, does performance transparency bring about positive benefits in customer responses such as heightened customers’ intention to purchase and willingness to pay a price premium for a firm’s service? If so, what is the process mechanism that helps explain the influence of performance transparency on customers’ willingness to purchase and pay more? Finally, what are some of the boundary conditions of a service firm’s performance transparency, and what are the implications for management?  [1:  The concept of performance transparency is defined later in the paper, but in essence, it refers to the degree to which customers deem the service-related information provided by a firm as accessible and objective.] 

The aim of this research is ultimately to help managers address these important questions. Our findings reveal that performance transparency, as perceived by a service firm’s customers, is negatively associated with customer uncertainty and positively associated with customer intentions to purchase and their willingness to pay a price premium for a service. Moreover, the results suggest that being transparent pays off more for firms whose customers perceive it to have a relatively low ability (vs. high ability) to deliver their service offerings. 
In the following section, we review extant research in the area and elaborate on the conceptual properties of the transparency construct. We then develop three hypotheses and test them in three studies. In Study 1, we develop and test a scale that measures performance transparency. In Study 2, we manipulate a firm’s performance transparency and test whether it brings about positive customer responses and why such effects occur. In Study 3, by measuring a firm’s performance transparency, we investigate when such positive effects are more likely to be pronounced. The conceptual model is depicted in Figure 1.
_____________________________
Insert Figure 1 about here
_____________________________

Conceptual Development of the Performance Transparency Construct

In this research we focus on one particular aspect of service firm transparency, which we call performance transparency and reflects the extent to which customers view the information provided by firms about their services as accessible and objective. Research on marketing communications in B2B and B2C has made a number of contributions to our broader understanding of transparency (e.g., Granados, Gupta, and Kauffman 2010). From the firm’s perspective, transparency has been discussed in terms of the ability to be seen through or the degree of visibility and accessibility of information provided by a firm (Zhu 2004). Alternatively, from the customer’s perspective, transparency has been defined as an individual's subjective perception of being informed about relevant information held by the other party in an interaction (Eggert and Helm 2003). Given the various types of relevant information, firms can be transparent internally and externally with respect to leadership, organization structure, cost structure, future/past prices, logistics, or technology (Hultman and Axelsson 2007; O'Toole and Bennis 2009). In a service context, transparency has been studied as the willingness of marketers to provide product- and firm-related information to their customers (Hung and Wong 2009). A review of the literature indicates that a central characteristic of transparency is the ability to see through a firm’s offerings and to intentionally share information that is not usually shared. Our conceptualization of performance transparency is consistent with this view. Two conceptual points are noteworthy about performance transparency. 
Firstly, extant research largely has examined firms’ information sharing or disclosing activity as an objective characteristic from the firm’s perspective—for example, the absence or presence of certain attribute information provided by a firm, such as nutritional information in food products (Fuan, Miniard, and Barone 2000; Howlett et al. 2009), research and development efforts, and profiles of management staff (Hung and Wong 2009). However, discrepancies between what is perceived as transparent by managers and customers are likely to exist. As a departure from extant research that has examined information activity from the firm’s perspective, our transparency concept approaches the communication activities of service firms from the customer’s perspective, capturing the subjective perceptions of a firm’s communication practices.
Secondly, existing work has examined firms’ communication activities by measuring the presence of different types of information. For example, Cannon and Perreault (1999) measure information exchange in a B2B context in terms of whether a seller and a buyer share proprietary information, cost information, product development information, and supply and demand forecasts information with each other. Similarly, DeKinder and Kohli (2008) capture voluntary disclosure as the total number of a firm’s voluntary communication activities about its strategy, earnings, costs, new product development, and human-resources decisions. Because the relevance of certain information (e.g., earnings, costs, etc.) is likely to vary across different customers, we focus on the characteristics of performance information offered by service firms rather than whether service firms do provide a certain type of performance information or not. Therefore, we focus on performance transparency in terms of firms’ provision of information about their services that is seen as accessible and objective by customers. 

Information Accessibility and Objectivity in a Service Context
As noted in prior research, information accessibility is an important criterion to gauge information disclosure (Day 1976). Specifically, for information to be accessible it not only has to be made available but it also needs to be easily understood by the target audience (Mittal 1999). Too much (Ziamou and Ratneshwar 2002) or too complex information (Lowrey 1998) increases customers’ perceived uncertainty about the information and may lead to negative reactions. For instance, the use of overly technical language can have adverse effects on customers who are unable to understand such language (Bradley and Meeds 2004). This takes on added significance in service settings, where often customers do not “own” but “rent” benefits (Lovelock and Gummesson 2004; Vargo and Lusch 2004) and find it difficult to evaluate objectively service quality and as a result perceive risk in their decision making (De Ruyter, Wetzels, and Kleijnen 2001). We therefore argue that for a service firm to be viewed as transparent by customers it needs to offer comprehensive information about its service offerings that is accessible and easily understood by customers.
Day and Brandt (1974) note that simply providing customers with information that they can access and understand easily is not sufficient for building transparency. It is also important for a firm to offer information that is objective; in other words information that does not selectively exaggerate the positives and discounts the negatives of a firm’s offering (O’Toole and Bennis 2009). In this sense, transparency refers to truth, honesty, frankness, candor, and “without guile or concealment” (Bennis, Goleman, and Biederman 2008; O'Toole and Bennis 2009). Two-sided comparative information has been adopted as a prevailing way of providing objective information to customers and has been shown to enhance customers’ perceived credibility of a message, advertiser, or communicator (Bohner et al. 2003; Crowley and Hoyer 1994; Kamins and Assael 1987; Pechmann 1992) and strengthen brand evaluations (Rucker, Petty, and Brinol 2008). Firms however inevitably tend to focus on exaggerating the positives of their offerings and downplaying the potential negatives. Therefore, facilitated by the availability of information sharing websites and social media, customers increasingly seek information from trusted third parties to obtain unbiased and objective information (Zhu and Zhang 2010). 
Customer reviews have become an important source of information for people who seek to reduce their own uncertainty and risk of dissatisfaction with a service. Customer-to-customer interaction is increasingly becoming popular in online environments (Hennig-Thurau et al. 2010). A growing number of online media facilitate the exchange of information among people (Libai et al. 2010; van Doorn et al. 2010) and enable customers to share their reviews on purchase websites, blogs, social networking sites, and online communities (Chevalier and Mayzlin 2006). In light of this, we propose that providing customers with access to third party information (e.g., reviews by others) is perceived by customers as a critical element of performance transparency.

Hypotheses

We draw on signaling theory to investigate the potential effects of performance transparency. In a market characterized by information asymmetry, an exchange partner communicates unobservable elements in a transaction by providing an observable signal (Rao, Lu, and Ruekert 1999). Any action of a firm that conveys information about its true characterization (e.g., intention, ability, skill level) represents an important signal (Erdem and Swait 1998; Kirmani and Rao 2000). Given the intangible nature of services (Laroche et al. 2004), customers perceive the effort of providing accessible objective information as a strong signal of a service firm’s goodwill. For example, Eisingerich and Bell (2008) show that a professional services firm’s information sharing efforts is rewarded with greater customer trust in the firm. In a similar vein, Auh and colleagues (2007) found that communication levels between a service firm and its customers increase customers’ confidence to work with the firm and facilitate service co-production. Customers proactively seek access to information related to the firm and its service offerings, as well as reviews by other users on different media outlets to inform their decision making (Mathwick, Wiertz, and De Ruyter 2008). As suggested by prior work, firms that facilitate such information exchange may signal to customers that they have nothing to hide (Hennig-Thurau et al. 2010). 
Furthermore, customers may interpret the extra effort undertaken by a firm that shares accessible and objective information as taking its customers’ interests at heart, and hence assume that their objectives are aligned. Customers are known to value the extra effort made by a firm to help them in their decision making process (Auh et al. 2007; Eisingerich and Bell 2008; Trifts and Häubl 2003). Customers appreciate and value firms that enable them to take care of certain tasks in an easy and convenient way, thus making their daily life easier (Park, Eisingerich, and Park 2013). Because customers incur costs when seeking information, such as expenditure of time, money, and energy (Erdem and Swait 1998), performance transparency creates value for customers by reducing their information processing costs. Thus, we expect performance transparency to be not only positively associated with customers’ purchase intentions but also with their willingness to pay a price premium for services offered by a firm. Formally stated, we predict the following:

Hypothesis 1: 	Greater performance transparency is associated with (a) higher purchase intention and (b) a greater willingness to pay a price premium for the offerings of a service firm.

Mediating Role of Customer Uncertainty Reduction
Prior research shows that customers perceive greater levels of uncertainty and risk when they think that there is limited information about a firm and its offerings in the marketplace (De Ruyter, Wetzels, and Kleijnen 2001). These effects are particularly strong in a service context, where customer uncertainty elevates perceived risk and inhibits purchase intention. Thus, we posit that by reducing a customer’s uncertainty about a firm’s service performance, performance transparency results in greater purchase intention and willingness to pay a price premium. The signaling function of performance transparency can lead to greater confidence and reduce uncertainty in the service firm and its offerings. As customers’ uncertainty in a firm or service offering is reduced, their perceived risk in purchase decision making should also be diminished (McDougall and Snetsinger 1990). Therefore:

Hypothesis 2: Reduced uncertainty mediates the relationship between performance transparency and purchase intention/willingness to pay a price premium for the offerings of a service firm. 

The Boundary Condition of Performance Transparency
Customers will have greater certainty about the success of a service experience when they purchase from a firm that they perceive to have stronger ability to deliver a competent offering. We propose that performance transparency leads to a reduction in customers’ uncertainty in a firm’s competence and ability to deliver service benefits. Yet, performance transparency is only one potential indicator of a firm’s ability to deliver on its promise, which reduces customers’ uncertainty (Berens, van Riel, and van Bruggen 2005). Other forms of ability associations may compete against performance transparency for customer’s attention. For example, when a firm enjoys a strong reputation as being competent, customers are more likely to express intent to purchase from that firm (Aaker, Garbinsky, and Vohs 2012). The argument, thus, can be made that when a service firm is seen as more capable, customers will rely less on performance transparency to make purchase decisions because perceived ability is sufficient to infer the level of quality associated with the service offering. In this case, since ability associations and performance transparency can both function as signaling cues to determine service quality, the effect of performance transparency on purchase intention and willingness to pay a price premium is likely to be lower, marginalizing the contribution of performance transparency. Therefore, we expect the return on performance transparency to be more pronounced in certain conditions than others, and propose the following hypothesis on the boundary condition:

Hypothesis 3a: Perceived ability negatively moderates the relationship between performance transparency and purchase intention/willingness to pay a price premium, such that performance transparency has a greater positive effect on purchase intention/willingness to pay a price premium for relatively low ability (vs. relatively high ability) service firms.

However, an alternative prediction for the moderating effect of firm ability is that performance transparency may have a stronger effect when ability is high rather than when it is relatively low. According to signaling theory, this effect could be explained by differential “bonding” of the transparency signal for high ability firms. Ability may be perceived as an intuitive bond in light of the apparent investment that the firm has made to develop its competence (Kirmani and Rao 2000). Thus, a firm’s perceived ability could make the transparency signal all the more credible. When a service firm has strong ability associations, customers will be more dependent on performance transparency to judge the level of service experience because the signals of performance transparency are more credible when they are “bonded”. Therefore, we propose the following alternative hypothesis on the boundary condition:

Hypothesis 3b: Perceived ability positively moderates the relationship between performance transparency and purchase intention/willingness to pay a price premium, such that performance transparency has a greater positive effect on purchase intention/willingness to pay a price premium for relatively high ability (vs. relatively low ability) firms.

Empirical Studies
	
We tested our hypotheses in three different studies by measuring (Studies 1 and 3) and manipulating performance transparency (Study 2). Study 1 focused on developing and validating a scale of performance transparency of a service firm and testing the reliability and validity of that scale. Study 2 examined the mediating role of customer uncertainty in the relationship between performance transparency and purchase intention. Finally, Study 3 replicated the findings of Study 2 and further examined the extent to which firm ability associations influenced the impact of performance transparency on customer purchase intention and willingness to pay a price premium. 

[bookmark: _Toc264374620]Study 1

The aim of Study 1 was to develop a parsimonious scale that could effectively capture the critical dimensions of the performance transparency construct and to test the reliability and validity of the measure. Study 1 examined performance transparency in the context of two different service firms and contexts, namely HSBC for financial services (N = 109) and Gap (The Gap Inc.) for clothing and accessories retailing (N = 104). 

Method
Procedure and participants. We followed the recommended procedure for developing measures of marketing constructs, and empirically verified the reliability, construct validity (i.e., convergent and discriminant validity), and criterion validity (i.e., predictive validity) of the performance transparency scale (Churchill 1979). First, based on our literature review and a set of interviews with both customers and managers, we generated an extensive list of 35 preliminary items to capture performance transparency. We identified the factors that consumers appreciate as relevant information for them. Based on additional discussions with five managers at three  different service firms (bank, insurance company, hotel) and two focus groups with MBA students (n = 15), we refined the initial preliminary list and reduced it to 14 items. In Study 1, we tested the remaining 14 items with 109 graduate students, who voluntarily filled out a questionnaire. As a token of appreciation, four participants were randomly selected and each received a $25 Starbucks gift voucher at the end of the study. Based on a pretest (N = 43) that demonstrated moderately high familiarity with and positive attitudes towards the firms, HSBC (retail banking) was selected as the first focal service firm and Gap (clothing and accessories retailing) as the second focal service firm for this study. 
________________________________
Insert Tables 1-4 about here
_________________________________

Measures. Participants responded to the 14 performance transparency items (see Table 1). To examine whether performance transparency is related to, but distinct from, customer orientation, we adapted two items from Parasuraman, Zeithaml, and Berry’s scale (1985) (see Table 2). To examine predictive validity and discriminant validity of the performance transparency construct with respect to customer trust in the service firm, we employed Doney and Cannon’s (1997) trust scale (Table 2). Willingness to pay a price premium was measured with items adapted from Zeithaml, Berry, and Parasuraman’s  (1996) scale (Table 2)

Results
Nine-item vs. four-item transparency scale. As a first step, we reduced the original pool of the performance transparency scale from 14 items to 9 items. Specifically, through exploratory factor analysis using varimax factor rotation, two factors were extracted based on Eigenvalues greater than 1.00, together explaining 87.13% of the variance (Table 1). The first factor tapped into information objectivity (e.g., the company offers not only objective two-sided information but openly shares access to customer reviews). The second factor tapped into information accessibility (e.g., the company offers information that is easily accessible and easily understood). Some items displayed high cross-loadings (> .40) and thus did not load clearly onto one factor. We removed these items and reduced the original pool of 14 items to 9 items, which illustrated low cross factor loadings (<.40). Subsequent factor analysis of the remaining nine items showed that the nine items all had high factor loadings (>.80) and low cross-factor loadings (< .40) (see Table 3). The factor analysis resulted in two factors with Eigenvalues greater than 1.00, together explaining 87.56% of the variance, slightly better than the 14 items. 
Although the resultant nine-item scale is not unusually long for academic use, we wanted to develop a more parsimonious scale that would lend itself also to marketing practice. Therefore, we selected items that best map the conceptual definition of the two components based on statistical grounds (strong factor loadings and reliability tests). We reduced the nine-item scale to a four-item scale, with each factor comprised of only two items with the highest factor loadings. To determine whether and to what extent the reduced set of items affected the reliability of the scale, we examined the change in alpha coefficient and explained variance for the nine-item versus the more parsimonious four-item scale. As shown in Table 3, the four items explain 93.79% of the variance, whereas the nine items explain 87.56% of the variance. The Cronbach’s α value for the 9-item scale is α = .95, and that for the 4-item scale is α = .90. Combined, these results suggest that reducing the number of indicators provides a parsimonious transparency scale that does not sacrifice reliability and explanatory power.
We then compared the effectiveness of the two (9-item vs. 4-item) transparency scales in predicting customer responses by conducting two sets of regressions with performance transparency as the independent variable and customer trust in the service firm and willingness to pay more for its service offering as dependent variables. The results show that performance transparency measured by the nine-item scale is positively associated with trust (β = .86, p < .001, R2 = .75) and willingness to pay a price premium (β = .61, p < .001, R2 = .36). Similarly, performance transparency measured by the four-item scale is positively associated with trust (β = .84, p < .001, R2 = .70) and willingness to pay a price premium (β = .60, p < .001, R2 = .34). These findings suggest that the 4-item performance transparency scale is as effective in explaining trust and willingness to pay a price premium as the 9-item scale. Therefore, we decided to proceed with the four-item scale to capture the domain of performance transparency, as reducing the number of indicators provides a more parsimonious scale without significant loss of reliability. 
Furthermore, as aforementioned we employed another set of empirical data with The Gap as the second focal firm (N = 104) to validate our HSBC–based culling of items. As Table 1 and Table 3 show, the results from The Gap and HSBC data generated the same items, further validating our scale. The fact that the scale was validated across two different service firms operating in two different service settings constitutes a contribution of Study 1 and is noteworthy. 
Four-item performance transparency scale validity tests. Discussion with eight industry (three in North America, three in Europe, two in Asia) and four service research experts (three in North America, one in Europe) confirmed the content validity of the final four items for the performance transparency scale. Next, we conducted exploratory and confirmatory factor analyses. We first checked whether items loaded significantly on intended factors. Results showed that all factor loadings were significant and met the conditions proposed by Gerbing and Anderson (1988). Second, all the estimates for the average variance extracted (AVE) were equal to or higher than .50 in support of convergent validity (Bagozzi and Yi 1988). To test discriminant validity we first followed Fornell and Larcker’s (1981) suggested procedure and examined whether the squared intercorrelations between two constructs are less than the AVE estimates of the respective two constructs for all pairs of constructs. Table 4 in Panel A provides the correlations between performance transparency and other measures in Study 1. As can been seen from Table 4 Panel B, the squared correlations between constructs did not exceed the AVE extracted for each of the constructs in the pair. Furthermore, to afford greater confidence in the discriminant validity, we conducted a chi-square test. Specifically, we compared the model in which our newly developed 4-item performance transparency scale and the customer orientation scale were allowed to correlate (r = .24; χ2(32) = 250.2) with a model in which the two constructs were forced to be perfectly correlated (χ2(33) = 254.5). The change in χ2 (∆χ2(1) = 4.35; p< .05) was significant. The results thus support discriminant validity and show that performance transparency is related to but distinct from customer orientation. Moreover, the final four items of performance transparency demonstrate good reliability, indicated by Cronbach’s α (α = .90) and composite reliability (CR = .93) (Table 4), which exceed stringent threshold values for reliable estimates (i.e., both Cronbach’s α and composite reliability exceeding .70).  

Discussion
Study 1 developed and provided empirical evidence in support of the reliability and validity of a parsimonious 4-item performance transparency scale. It also supported the argument that both information accessibility and objectivity contribute to the measurement of performance transparency, studying two different service firms in two different service settings. Moreover, it supported the conceptualization of service firm performance transparency and customer orientation as two related but distinct constructs. We designed Study 2 to test the effect of performance transparency on customers’ purchase intention (H1), and to examine the mediating role of customer uncertainty in the relationships between performance transparency and customer willingness to purchase from a service firm (H2).

Study 2

Based on the properties of performance transparency identified in Study 1, Study 2 manipulated a service firm’s level of performance transparency. Manipulation allowed us to test the pure effect of performance transparency while minimizing the potential confounds associated with using an existing brand that consumers are already familiar with. 

Method
Design. Study 2 used a 2 (performance transparency: transparent vs. control) × 3 (service setting replicates: hotels, retail banking, airlines) between-subjects experimental design. To have a representative set of diverse service settings, we chose a hotel, a retail bank, and an airline as focal firms for Study 2 based on a pretest (N = 39), which showed that the majority of respondents (> 96%) had used services from such firms before and were equally familiar with these service settings (e.g., “How familiar are you with the airline industry?” (1) = “not at all familiar”, (7) = “very familiar”; Mhotel = 4.14, Mretailbank = 4.93, and Mairline = 5.09; F(2, 36) = 1.57, p = ns). Respondents in the same pretest also had an equally favorable opinion of these service settings (e.g., “Please rate your overall opinion of the airlines industry” (1) = “unfavorable”, “dislike”, (7) = “favorable”, “like”, r = .72; Mhotel = 3.96, Mretailbank = 4.00, and Mairline = 4.03; F(2, 36) = .02, p = ns).
Respondents and procedures. 146 graduate students took part in Study 2 as part of a regular course. Respondents were randomly assigned to one of six conditions (Table 5). They received a questionnaire booklet to complete and were asked to indicate, first, their familiarity with the service setting (measured in the same way as in the pretest) and second, the extent to which they had a favorable opinion of it (r = .76; measured identically to the pretest). Respondents then read an excerpt detailing new offerings of the service firm ostensibly from the new product section in the New York Times. Excerpts in the transparent conditions included information about the service firm’s activities that reflected the objectivity and accessibility aspects of our performance transparency construct (see Appendix) and were viewed as transparent in a pretest (N = 41) (M = 7.69; “To what extent do you perceive the service firm as transparent?” (1) = “not at all”, (9) = “very much”). Excerpts in the controls did not include such information and instead included general information on how its service offerings will be distributed (e.g., channels of communication; see Appendix). Pretest results (N = 41) showed that firms in the controls were not seen as particularly transparent (M = 3.12). The length of the excerpts provided to both conditions was kept constant. 
Next, respondents answered questions unrelated to this research to minimize the risk of guessing the hypotheses of this study. Twenty minutes later, respondents answered questions related to the study. Specifically, they were asked to remember the service firm they had read about earlier and evaluate it on a 2-item scale (e.g., “Please rate your overall opinion of the airline on the following scales” (1) = “unfavorable”, “dislike”, (7) = “favorable”, “like”; r = .95) and to note their likelihood of using this particular firm in the future (r = .70). Next, respondents answered items adapted from Urbany, Dickson, and Wilkie’s (1989) consumer uncertainty scale (α = .95). Respondents then answered questions regarding the extent to which they saw the service firm’s performance as being transparent (α = .95). As in Study 1, the Cronbach’s α of the 4-item scale did not differ significantly from the Cronbach’s α of the 9-item scale (αs = .95 and .97, respectively). Finally, they rated the excerpt’s believability on a 2-item scale (r = .87). Measures were counterbalanced in the questionnaire booklet to ensure that the order of the measures did not impact results, which it did not (p = ns).
______________________________
Insert Table 5 about here
       ______________________________

Results 
Manipulation and confound checks. A 2 (performance transparency: transparent vs. control) × 3 (service setting replicates: hotels, retail banking, airlines) ANOVA on the manipulation check revealed that the manipulation of performance transparency was successful (see Table 5); the analysis revealed a main effect of performance transparency (Mtransparent = 5.22 vs. Mcontrol = 3.44; F(1, 145) = 35.20, p < .001). No other effects were observed. As shown in Table 5, a set of 2 × 3 ANOVAs on variables that might produce potential confounds demonstrated that there were no differences across the conditions in service setting familiarity, attitude, and excerpt believability (p = ns).
Purchase intentions. A 2 × 3 ANOVA on customer purchase intentions revealed a main effect of performance transparency. Respondents noted stronger purchase intentions when the service firm’s performance was transparent vs. the control condition (Mtransparent = 3.66 vs. Mcontrol = 2.34; F(1, 145) = 26.08, p < .001). There was also a significant interaction between performance transparency and the service setting (F(1, 145) = 4.07, p < .05). Although we found the positive effects of performance transparency for each of the three service firms, the effect was more pronounced for airlines. No other effects were observed. As can be seen from Model 2 in Table 6, performance transparency was positively associated with customer purchase intentions from a service firm (β = .44, t = 7.11, p < .001). We thus find Hypothesis 1 supported.
Customer uncertainty. Consistent with our theorizing, a set of 2 × 3 ANOVAs on uncertainty revealed a main effect of performance transparency. Respondents indicated lower levels of uncertainty when the firm’s performance was transparent vs. the control condition (Mtransparent = 1.64 vs. Mcontrol = 5.90; F(1, 145) = 659.21, p < .001). No other effects were observed (see Table 5). Moreover, as can be seen from Model 1 in Table 6, performance transparency was negatively associated with customer uncertainty (β = -.50, t = -5.69, p < .001).
The mediating role of uncertainty. We followed Hayes’ (2013) recommended bootstrap procedure to further decompose the mediation of customers’ uncertainty in the effect of performance transparency on purchase intentions. Specifically, a dummy variable was included in the regression model to represent different levels of transparency (0 = control group, 1= transparency group). The result shows that customer uncertainty mediates the effect of performance transparency on purchase intentions. Specifically, performance transparency  has a positive total effect on purchase intention (B = 1.32, SE = .27, t = 4.98, p < .000) with a significant positive indirect effect (B = .1.40, SE =.65, 95% Confidence Interval (CI) = [.10, 2.72]). Hayes’ (2013) macro produces a 95% confidence interval (CI) for the indirect effect of the independent variable, which is significant (p < .05) and further zero is not included in the confidence interval. The results demonstrate that uncertainty mediates the effect of performance transparency on purchase intentions, in support of Hypothesis 2.

Discussion
Study 2 offered additional support for the parsimonious 4-item performance transparency scale developed in Study 1. Furthermore, Study 2 showed that performance transparency has a positive effect on customer purchase intention and that this effect is mediated by customer uncertainty, lending support to Hypothesis 1 and 2. It is also noteworthy to see that results were replicated across different service contexts (hotel, retail bank, and airline). We designed Study 3 to further test the robustness of these findings, this time by measuring (as opposed to manipulating) performance transparency in a field study setting. Study 3 also tested a boundary condition of the positive effect of performance transparency on purchase intention and customers’ willingness to pay a price premium for a service. 

Study 3

Study 3 was designed to examine the extent to which customers’ perceptions of a service firm’s ability act as a boundary condition for the positive effects of performance transparency.  

Method
Participants and measures. Data for this study was collected from travelers outside the terminal of a large, international airport. Participants were informed that their responses will be helpful for academic research and that individual responses will be treated with strict confidentiality. Over five days we collected 281 usable responses. 61.9% of respondents were male. Participants were asked to indicate which airline they were using that day, their familiarity with the airline ((1) = “not at all familiar”, (7) = “very familiar”) and, if they had used this particular airline before, and what their prior experience had been ((1) = “primarily negative”, (7) = “primarily positive”). 
Unless indicated otherwise, we used the same measures as we did in Studies 1 and 2. We adapted items from Urbany, Dickson, and Wilkie’s (1989) consumer uncertainty scale for participants to indicate their uncertainty when they started seeking information and booking their flights (α = .97) (Table 2). Also, participants noted the extent to which they saw the airline’s performance as transparent (α = .97) and indicated their purchase intention (r = .86). In addition, participants were asked to report their willingness to pay a price premium (α = .95) and answered four items adapted from Brown and Dacin’s (1997) corporate ability associations scale (α = .97) (see Table 2). All measures were counterbalanced in the survey to reduce the potential for common method variance (CMV) (Podsakoff et al. 2003) and to ensure the order of the measures did not impact the results, which it did not (p = ns).

Results
We had participants answering the questions for thirty-three different airlines. The majority of participants however answered the questions for eight airlines. Other airlines, each of which had fewer than ten responses, were categorized as “others” in our sample (N= 64). A simple ANOVA shows that there was no significant difference in participants’ gender, familiarity with, and attitudes toward, the different airlines in our sample (p = ns). We conducted regression analyses to test the proposed relationships with eight dummy variables representing different airlines (the coefficients of all dummy variables are not significant (p = ns), supporting again that our results are independent of airlines). In short, Study 3 replicated the results from Study 2 and extended the findings to another dependent variable, willingness to pay a price premium. More specifically, performance transparency was again positively associated with customer purchase intention (B = .80, t = 12.72, p < .001) and willingness to pay a price premium (B = .83, t = 13.25, p < .001), in support of Hypothesis 1. Based on Hayes’ (2013) bootstrapping technique, we found support for the mediating role of uncertainty on the performance transparency-purchase intention relationship (B = .23, SE =.04, 95% Confidence Interval (CI) = [.11, .40]) and the performance transparency-willingness to pay a price premium relationship (B = .23, SE =.07, 95% Confidence Interval (CI) = [.12, .41]). Thus, we find support for Hypothesis 2. 
Moderating role of ability associations. We tested the boundary condition of the performance transparency-purchase intention/willingness to pay a price premium relationship. The results are shown in Table 6. With purchase intention as the dependent variable, Model 3 shows that the interaction between performance transparency and ability associations is negative and significant (B = -.08, t = -2.47, p < .05). Similarly, with willingness to pay a price premium as the dependent variable, Model 6 indicates a negative interaction effect (B = -.07, t = -2.20, p < .05). These findings provide support for Hypothesis 3a (versus Hypothesis 3b), which proposed that ability associations negatively moderate the relationship between performance transparency and purchase intention/willingness to pay a price premium. We further explored the moderating effect. The results of a simple slope test (Aiken and West 1990) show that performance transparency is related positively and significantly to purchase intention at both low ( = .64, t = 8.63, p < .001) and high levels of ability associations ( = .48, t = 6.14, p < .001). However, the positive relationship between performance transparency and purchase intention was significantly higher at low levels of ability associations than at high levels of ability associations (t = -2.47, p < .05). Similar results were achieved for willingness to pay a price premium.[footnoteRef:2] Hence, Hypothesis 3a is supported while Hypothesis 3b is not. [2:  Simple slope: Low ability associations ( = .64, t = 8.63, p < .001); High ability associations ( = .48, t = 6.14, p < .001)
  Simple slope difference (t = -2.47, p < .05).] 

________________________________
Insert Table 6 about here
  ________________________________
In 
Discussion
Study 3 replicated and extended the findings of Study 2, confirming that performance transparency reduces customer uncertainty and strengthens customer purchase intention and willingness to pay a price premium for a service. Furthermore, Study 3 revealed that customers’ ability associations with a service firm weaken the influence of performance transparency on intention to purchase and pay a price premium for a service. These results indicate that the positive effects of performance transparency are more pronounced when firm ability associations are relatively low rather than high. For firms with high ability associations, there seems to be little room for performance transparency to encourage higher purchase intention or more willingness to pay a price premium. In contrast, performance transparency appears to be a particularly valuable strategic option for service firms that do not enjoy high ability associations. Further, the observation that for firms with relatively high ability and high performance transparency the mean responses for purchase intention are well below the top of the scale (4.29 on a 7-point scale) implies that the significant interaction effect is not due to an artifact of relatively high ability firms approaching a ceiling effect.

General Discussion and Implications

In recent years, transparency has risen to the top of the corporate agenda. The concept of transparency is of particular relevance to service firms, given that high levels of customer uncertainty still largely plague service settings. Our goal in this research was to articulate the defining properties of performance transparency and examine how a service firm’s performance transparency affects customer behaviors. Moreover, we sought to examine a potential mechanism of how, and a potential boundary condition of when, the positive effect of a service firm’s performance transparency can be observed.  
The proposed performance transparency construct complements extant research on customer-firm relationships and offers thought-provoking insights for theory building. First, we articulated the properties of performance transparency, i.e., objectivity and accessibility, and conceptually distinguished this construct from existing provision, disclosure, and sharing of information. Second, based on the critical and non-redundant properties of performance transparency, we developed a managerially viable, parsimonious 4-item scale that captures the indicators of transparency effectively. Third, we empirically demonstrated the positive influence of performance transparency on customer purchase intention and willingness to pay a premium for a service. This is a non-trivial finding as it indicates that customers are willing to pay a premium for services from a performance transparent firm. Furthermore, we found that a reduction in customer uncertainty pertaining to a service acts as an underlying mechanism through which performance transparency benefits a service firm. Moreover, firms’ ability associations moderate the effects of performance transparency. Noticeably, and contrary to what some might believe, service firms have much to gain from being seen as transparent by customers especially when firm ability associations are relatively low. 
The research findings offer direct implications for service management. In order to be perceived as performance-transparent by customers, service firms need to consider not only how easily accessible and understood the information that they provide is, but also the objectivity of the information provided. Specifically, service firms could consider offering both pros and cons of their services vis-à-vis other firms’ offerings and openly give access to customer reviews and ratings. In addition, the information should be provided in such a way that customers can easily access it and are not intimidated or confused by overly technical language. This could be achieved, for example, through effective website design, analysis of customer data, testing of customers’ understanding of technical language, and so forth. Our results strongly suggest that being seen as performance transparent plays an important role for service firms in reducing customers’ uncertainty about service quality. This suggests that adopting policies geared towards maximizing performance transparency benefits the service firms, especially those that traditionally face high customer uncertainty (e.g., professional service contexts, including legal, finance, consulting, health care, etc.). 
Through conversations with managers we get a sense that firms generally have been wary of performance transparency, perhaps in fear that the ‘emperor may be seen as having no clothes.’ Our research shows that service firms do not suffer, but rather have much to gain from being transparent, even more so when a firm is perceived as relatively low in ability. The current findings place customers at the center of service firms’ activities, thus complementing work on customer keeping and leveraging efforts by service firms (Lemon, White, and Winer 2002; Merlo, Eisingerich, and Auh 2014; Ostrom et al. 2010; Shah et al. 2006). Specifically, the moderating effect of ability associations suggests that service firms with relatively low ability associations may leverage performance transparency to strengthen customer purchase intention and greater willingness to pay a premium. In a competitive landscape where service firms struggle to compete on price, performance transparency can thus act as a critical tool for differentiation that is valued by customers even when customers perceive a service firm’s ability to be relatively low. 

Future Research
The findings of this research need to be viewed in light of the following limitations that also point to some promising avenues for further research. We only focused on one type of transparency, i.e., performance transparency, and find that performance transparency has positive effects on customers’ purchase intention and willingness to pay a price premium. However, other types of transparency, such as cost transparency, may negatively affect customer responses depending on the nature of the information provided (e.g., when customers perceive the price mark-up to be excessive or unjustified). Future research may explore the potential impact of cost transparency on customer intention to purchase from a firm and willingness to pay a price premium for its service. We examined customer uncertainty as a potential underlying mechanism that explains the effect of performance transparency on customer behavior. However, it is plausible that additional mechanisms, such as overall trust in the service provider, also help explain the effects of performance transparency. Thus, further work testing the role of other potential mediators as opposed to or in conjunction with customer uncertainty would be worthwhile. 
Moreover, our parsimonious model might have neglected other important moderating variables, such as customer involvement in a service setting or risk aversion. One wonders whether service firms operating in settings characterized by low customer involvement benefit less or more from being seen as transparent as compared to service contexts where customer involvement is high. One also wonders whether the extent to which transparency efforts by firms can potentially strengthen customer interest and involvement (i.e., customers begin to see the greater value in a service offering and begin to care more about it). For example, Kellogg’s invites consumers to use a dedicated website, OpenForBreakfast.com, to submit questions about Kellogg’s products (Birkner 2015). Customer participation helps tie customers more closely to a firm (Eisingerich, Auh, and Merlo 2014) and thus transparency efforts may be part of a wider effort of a firm to engage its customers. In addition, customers who are risk averse might be more motivated to reduce the perceived uncertainty associated with the service and its offerings, thereby weighing a firm’s transparency more heavily. 
Distinct from ability associations, social responsibility associations are another important perceptions customers have about service firms (i.e., how they affect wider society). In contrast to ability associations, social responsibility associations primarily reflect the organization's commitment to social causes rather than commitment to excellent service experience and, thus, could be examined as an alternative moderator to firm ability.[footnoteRef:3] Performance transparency reflects customers’ perceptions of the firm being open and fair in its information sharing activities and the need for customers to minimize risk or uncertainty associated with a firm’s service offerings. In this regard, social responsibility associations, which are not related to expertise or performance of services, should not play a significant moderating role in the outcome of transparency. Although social responsibility associations are believed to enhance the trustworthiness and likability of a business (Klein and Dawar 2004), they are not directly relevant to evaluating service offerings and they provide little information that would reduce uncertainty about the service experience. Therefore, if future research indeed demonstrates the strong effect of performance transparency independent of perceived social responsibility, it will provide additional support for our finding that transparency works through an “uncertainty reduction” mechanism. [3:  We thank an anonymous reviewer for raising this point. ] 

Finally, it is also likely that a firm’s specific motivation to be transparent will influence the effects of performance transparency. For instance, the noted positive effects of performance transparency might dissolve when customers feel that a firm has been forced to be more transparent, or when customers are skeptical about the firm’s motivations for “acting transparent” (Friestad and Wright 1995). Thus, we invite future work to explore the role of firms’ motivation, as perceived by customers, for being transparent in these relationships. In addition, our performance transparency scale reflects the importance of offering access to other customers’ comments or ratings of a firm’s services. Offering access to third-party reviews and ratings, however, may be complicated by the specific regulations in different countries and by competing firms’ efforts to block direct links to their websites. We also invite future research to examine how performance transparency impacts employees’ or investors’ reactions, and whether the effects and boundary conditions discovered in this research remain the same or differ for other stakeholder groups. 

Appendix 
Study 2: Transparent Condition

The following information was obtained from the New York Times’ new product section. Please read it carefully.

	
Airlines Industry

The airlines industry had its fair share of challenges as of late. Because of increased competition and the financial crisis, a lot of airlines have been struggling financially. On top of this, feedback from customers suggests that they are often not satisfied with the level of service received. A large, international airline said it will introduce new helpful and innovative services to its customers. According to the airline, these new services will make for a more pleasant customer experience. They should also make customers’ lives easier. The airline noted that it will offer clear information about its services that can be easily understood. It also indicated that it will compare the pros and cons of its services vis-à-vis the offerings of other airlines and provide access to other customers’ comments of its service offerings. The airline aims to weather the storm of the global financial crisis and return to sustainable profitability.





Study 2: Control Condition

The following information was obtained from the New York Times’ new product section. Please read it carefully.

	
Airlines Industry

The airlines industry had its fair share of challenges as of late. Because of increased competition and the financial crisis, a lot of airlines have been struggling financially. On top of this, feedback from customers suggests that they are often not satisfied with the level of service received. A large, international airline said it will introduce new helpful and innovative services to its customers. According to the airline, these new services will make for a more pleasant customer experience. They should also make customers’ lives easier. The airline noted that it will offer additional information about its services in newly designed brochures. It also indicated that it will share information using social media and employ different TV channels as well as radio stations to inform customers about its service offerings. The airline aims to weather the storm of the global financial crisis and return to sustainable profitability.    
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[bookmark: _Ref271714246]Table 1. Study 1: Factor Analysis Results of 14-Item Performance Transparency Scale

	Items
	HSBC
(N = 109)
	GAP
(N = 104)

	
	1
	2
	1
	2

	[Firm name] offers access to other customers’ comments or ratings of its services.
	.91
	.29
	.91
	.27

	[Firm name] compares the pros and cons of its services versus competitor offerings.
	.87
	.30
	.87
	.28

	[Firm name] makes it difficult for customers to access reviews made by other customers about its services.r
	.88
	.38
	.88
	.36

	[Firm name] openly shares customer reviews about its services.
	.89
	.35
	.89
	.33

	[Firm name] conceals negative information about its own services.a, r
	.89
	.40
	.89
	.38

	[Firm name] provides relevant information about its services.a
	.86
	.42
	.85
	.42

	[Firm name] plays down disadvantages of its own services.a, r
	.86
	.44
	.86
	.43

	[Firm name] provides helpful information about its services.
	.80
	.29
	.81
	.17

	[Firm name] provides updated information about its services.
	.79
	.47
	.78
	.48

	The information provided by [firm name] about its services is misleading.a
	.67
	.56
	.65
	.54

	Information about [firm name]’s services is easily accessible.
	.36
	.87
	.32
	.87

	Information provided by [firm name] about its services is easily understood.
	.34
	.90
	.30
	.90

	It is difficult to obtain sufficient information about [firm name]’s service offerings.a, r
	.34
	.89
	.29
	.89

	Information provided by [firm name] about its services is not clear. r
	.36
	.83
	.34
	.82

	Eigenvalue
	7.59
	4.60
	7.49
	4.46

	Variance explained %
	54.24
	32.89
	53.51
	31.89


Note. aRemoved items;  rReverse coded items.




Table 2. Measures Used in Studies 1–3
	Items

	Customer Orientation (in Study 1, adapted from Parasuraman, Zeithaml, and Berry, 1985) 

	To what extent do you agree with the following statement (1 = “strongly disagree”, 7 = “strongly agree”):

	[Firm name] provides individualized attention.

	[Firm name] makes an effort to understand my needs.

	

	Trust (in Study 1, adapted from Doney and Cannon, 1997)

	To what extent do you agree with the following statement (1 = “strongly disagree”, 7 = “strongly agree”): 

	[Firm name] keeps promises it makes to me.

	I believe the information that [firm name] provides me.

	I trust [firm name] keeps my best interests in mind.

	[Firm name] is trustworthy.

	

	Willingness to pay a price premium (in Study 1, adapted from Zeithaml, Berry, and Parasuraman, 1996)

	To what extent do you agree with the following statement (1 = “strongly disagree”, 7 = “strongly agree”):

	I continue to do business with [firm name] if its prices increase somewhat.

	I pay a higher price than competitors charge for the benefits I currently receive from [firm name].

	I am willing to pay a price premium to buy from [firm name].

	

	Likelihood of future usage (in Study 2)

	To what extent do you agree with the following statements (1 = “strongly disagree”, 7 = “strongly agree”):

	The chance of me using this airline in the future is very high.

	I will use this airline in the future.

	

	Scenario believability (in Study 2)

	Please answer the following questions (1 = “not at all”, 7 = “very”): 
How believable is the description in the New York Times article about the airline? 

	How trustworthy is the description in the New York Times article about the airline? 

	

	Uncertainty (in Studies 2–3, adapted from Urbany, Dickson, and Wilkie, 1989)

	Thinking back to the time when you …, how sure were you about (1 = “unsure”, 7 = “sure”):

	… which airline to choose for your next flight?

	… the relative performance of the airline versus alternative airlines?

	… the features of the services offered by the airline?

	… the airline’s service quality?

	

	Willingness to pay a price premium (in Study 3)

	To what extent do you agree with the following statements (1 = “strongly disagree”, 7 = “strongly agree”):

	I am willing to pay a 15% price premium for using this rather than an alternative airline 

	I am willing to pay a price premium to be able to use the services of this airline

	I am willing to pay more to be able to use this particular airline

	

	Ability associations (in Study 3, adapted from Brown and Dacin,1997)

	To what extent do you agree with the following statements (1 = “strongly disagree”, 7 = “strongly agree”):

	[Firm name] is a leader in its industry.

	[Firm name] excels in its employee expertise and training.

	[Firm name] has a strong research and development capability.

	[Firm name] has higher levels of expertise than other airlines.





Table 3. Study 1: Factor Analysis Results of Nine-Item vs. Four-Item Performance Transparency Scale

	 Items
	HSBC
	GAP

	
	objectivity
	accessibility
	objectivity
	accessibility

	Nine-Item Scale
	
	
	
	

	[Firm name] offers access to other customers’ comments or ratings of its services.
	.91
	.31
	.91
	.30

	[Firm name] compares the pros and cons of its services versus competitor offerings.
	.87
	.30
	.87
	.29

	[Firm name] openly shares customer reviews about its services.
	.88
	.38
	.88
	.36

	[Firm name] provides helpful information about its services.
	.82
	.30
	.83
	.19

	[Firm name] makes it difficult for customers to access reviews made by other customers about its services.r
	.86
	.40
	.87
	.38

	Information about [firm name]’s services is easily accessible.
	.34
	.88
	.30
	.88

	Information provided by [firm name] about its services is easily understood.
	.33
	.90
	.29
	.91

	It is difficult to obtain sufficient information about [firm name]’s service offerings.
	.31
	.89
	.26
	.89

	Information provided by [firm name] about its services is not clear. r
	.36
	.84
	.34
	.83

	Eigenvalue
	4.22
	3.66
	4.15
	3.56

	Variance explained %
	46.92
	40.64
	46.09
	39.60

	Four-Item Scale
	
	
	
	

	[Firm name] offers access to other customers’ comments or ratings of its services.
	.90
	.34
	.91
	.32

	[Firm name] compares the pros and cons of its services versus competitor offerings.
	.93
	.28
	.93
	.24

	Information provided by [firm name] about its services is easily understood.
	.31
	.92
	.28
	.93

	Information about [firm name]’s services is easily accessible.
	.32
	.93
	.28
	.93

	Eigenvalue
	1.85
	1.90
	1.85
	1.89

	Variance explained %
	46.34
	47.45
	46.25
	47.25





Table 4. Study 1: Correlations and Discriminant Validity

	A: Correlations

	Variables 
	M
	SD
	1
	2
	3
	4

	1. Performance Transparency 
	3.47
	1.89
	1.00
	
	
	

	2. Trust
	3.85
	2.15
	.84**
	1.00
	
	

	3. Willingness to pay a price premium
	3.35
	1.41
	.61**
	.70**
	1.00
	

	4. Customer Orientation
	3.68
	1.16
	.32**
	.31**
	.13
	1.00

	B: Discriminant Validity

	Variables
	CR
	AVE
	1
	2
	3
	4

	1. Performance Transparency 
	.93
	.76
	.76
	
	
	

	2. Trust
	.98
	.92
	.70
	.92
	
	

	3. Willingness to pay a price premium
	.81
	.59
	.37
	.49
	.59
	

	4. Customer Orientation
	.79
	.65
	.10
	.10
	.02
	.58


Note. M = Mean; SD = Standard Deviation; Diagonal elements in Panel B represent average variance extracted and off-diagonal elements represent squared correlations between latent variables; **p < .01 (two-tailed).




Table 5. Study 2: Manipulation Check and Hypotheses Testing

	(N = 146)
	    Service Setting

	
	Hotels
	Retail Banking
	Airlines

	
	Transparent
(N = 26)
	Control
(N = 25)
	Transparent
(N = 21)
	Control
(N = 24)
	Transparent
(N = 24)
	Control
(N = 26)

	Manipulation check
	
	
	
	
	

	Performance Transparency
	5.09a
	3.60b
	5.17a
	3.33b
	5.42a
	3.40b

	Confounds
	
	
	
	
	
	

	Service setting familiarity
	5.15a
	4.84a
	4.67a
	5.21a
	4.92a
	5.23a

	Service setting attitude
	5.12a
	5.20a
	5.00a
	5.33a
	5.08a
	5.38a

	Excerpt believability
	6.25a
	6.42a
	6.45a
	6.31a
	6.48a
	6.35a

	Mediating variable
	
	
	
	
	
	

	Customer uncertainty
	1.70b
	6.09a
	1.48b
	5.82a
	1.75b
	5.80a

	Dependent variable
	
	
	
	
	
	

	Purchase intention
	3.13ab
	2.54b
	3.38a
	2.33b
	3.65a
	2.34b


Note. Means with different superscripts are significantly different, p < .05.
Table 6. Study 3: Regression Results

	N = 281
	DV: Purchase Intention
	DV: Willingness to Pay a Price Premium

	
	Model 1
	Model 2
	Model 3
	Model 4
	Model 5
	Model 6

	
	B (SE)
	t-value
	B (SE)
	t-value
	B (SE)
	t-value
	B (SE)
	t-value
	B (SE)
	t-value
	B (SE)
	t-value

	Intercept
	.01 (.08)
	.09
	.03 (.07)
	.35
	.04 (.07)
	.51
	.01 (.08)
	.09
	.01 (.07)
	.19
	.02 (.07)
	.33

	Control variables
	
	
	
	
	
	
	
	
	
	
	
	

	Familiarity 
	-.03 (.04)
	-.72
	-.00 (.03)
	.09
	.01 (.03)
	.30
	-.03 (.04)
	-.72
	-.00 (.03)
	.01
	.01 (.03)
	.20

	Attitude
	.40 (.05)
	9.00***
	.01 (.06)
	.20
	-.01 (.06)
	-.11
	.40 (.05)
	8.82***
	-.01 (.06)
	-.24
	-.03 (.06)
	-.52

	Gender
	-.04 (.14)
	-.65
	-.06 (.07)
	-.79
	-.04 (.07)
	-.57
	-.01 (.08)
	-.13
	-.03 (.07)
	-.40
	-.01 (.07)
	-.20

	Dummy British Airways a
	-.01 (.10)
	-.15
	-.01 (.09)
	-.11
	-.02 (.09)
	-.25
	.00 (.10)
	-.02
	.00 (.09)
	.05
	-.01 (.08)
	-.07

	Dummy KLM
	.10 (.14)
	.67
	.09 (.13)
	.74
	.07 (.13)
	.58
	.08 (.14)
	.53
	.08 (.13)
	.61
	.06 (.13)
	.48

	Dummy Virgin Atlantic
	.04 (.15)
	.29
	-.02 (.13)
	-.16
	-.02 (.13)
	-.12
	.06 (.15)
	.40
	-.01 (.13)
	-.06
	.00 (.13)
	-.02

	Dummy Air India
	-.02 (.17)
	-.10
	-.04 (.15)
	-.30
	-.07 (.15)
	-.47
	.03 (.17)
	.17
	.00 (.14)
	.00
	-.02 (.14)
	-.16

	Dummy Etihad Airways‎
	-.04 (.17)
	-.25
	-.08 (.15)
	-.56
	-.05 (.15)
	-.34
	-.07 (.17)
	-.41
	-.11 (.15)
	-.78
	-.09 (.15)
	-.59

	Dummy Qantas
	.05 (.19)
	.26
	.01 (.16)
	.05
	.04 (.16)
	.23
	.03 (.19)
	.17
	-.01 (.16)
	-.07
	.01 (.16)
	.08

	Dummy Delta
	-.04 (.19)
	-.22
	-.10 (.17)
	-.58
	-.16 (.17)
	-.92
	-.02 (.19)
	-.09
	-.08 (.17)
	-.46
	-.13 (.17)
	-.76

	Dummy Air New Zealand
	.11 (.20)
	.55
	.08 (.18)
	.43
	.04 (.17)
	.25
	.02 (.20)
	.11
	-.01 (.17)
	-.07
	-.04 (.17)
	-.24

	Mediator
	
	
	
	
	
	
	
	
	
	
	
	

	Uncertainty
	-.47 (.08)
	-.54
	-34 (.05)
	-6.72***
	-.36 (.05)
	-7.08***
	-.51 (.05)
	-11.33***
	-34 (.05)
	-6.87***
	-.36 (.05)
	-7.18***

	Main effect
	
	
	
	
	
	
	
	
	
	
	
	

	Ability
	
	
	-.07 (.04)
	-1.94+
	-.07 (.04)
	-1.85+
	
	
	-.08 (.04)
	-2.32*
	-.08 (.04)
	-2.25*

	Performance Transparency 
	
	
	.58 (.07)
	8.21***
	.56 (.07)
	8.06***
	
	
	.60 (.07)
	8.69***
	.59 (.07)
	8.55***

	Interaction
	
	
	
	
	
	
	
	
	
	
	
	

	Ability × Performance Transparency 
	
	
	
	
	-.08 (.03)
	-2.47*
	
	
	
	
	-.07 (.03)
	-2.20*

	R2
	.64
	
	.71
	
	.72
	
	.63
	
	.72
	
	.72
	


Note. Unstandardized regression coefficients are reported; + p < .10, *p < .05, **p < .01, ***p < .001 (two-tailed test). 
a Dummy variables were included to control for individual airlines. 


Figure 1. Conceptual Model

[image: ]

image1.png
Purchase
intention
*  Willingness

to pay price
premium

Transparency

H3a-b

Service firm
ability
associations




