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Abstract

This study aims to examine how values (i.e., individual and social values) influence customer engagement after
managing a service failure in the thermal spa hotel context, and the mediating roles of perceived justice and brand
experience. The data was collected from a survey of guests of luxury thermal spa hotels in Portugal, and the
research model was assessed using partial least squares structural equation modeling. The results show that
individual values affect perceived justice and brand experience, which in turn contribute to a higher level of
customer engagement. Brand experience is a better mediator of the relationship between individual values and
customer engagement than perceived justice. The novelty of this study is highlighted by the mediating effects of
perceived justice and brand experience on the relationship between individual values and customer engagement.
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scarcity, premium price, excellence in quality, notori-
ety, and social status (Prestini and Sebastiani, 2021).
According to the cognitive appraisal theory (Lazarus,
1991, p. 3), an appraisal can be defined as a “cognitive
process (and) the way an individual defines and evaluates

Introduction

The hospitality and tourism literature recognizes the
importance of customer engagement (CE) and its
positive influence on customer behavioral intentions
(Romero, 2018). However, while considerable research
has been conducted on the impact of perceived value on
consumer behavior, there is limited empirical research

on the way in which luxury values influence CE after
managing a service failure recovery in the luxury hos-
pitality context (see Wei et al., 2017). Luxury services
are characterized by their exclusivity, uniqueness,
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relationships with the environment”, which leads to
emotional or affective response (Scherer et al., 2001). In
this study, using the cognitive appraisal approach, the
perception of justice and the brand experience serve as
performance indicators that will influence the outcome
(i.e., CE). Based on the literature, guests’ individual
values (materialism, hedonism, and self-identity) and
social values (desire to demonstrate the social status and
represent the externalization of one’s image) are two
important categories of luxury values (Loureiro and De
Araujo, 2014; Wiedmann et al., 2009) that influence the
way people evaluate (appraisal) experiences, events, and
objects (Kim and Jang, 2016), which affects their per-
ceived justice and experience with a hotel (Loureiro
et al., 2013). Guests who perceive more justice and
have a favorable brand experience will be more likely to
engage with a service provider. In this vein, we argue that
luxury values (i.e., individual and social values) are able
to predict CE (i.e., purchases, referrals, influence, and
knowledge/feedback) through the perception of justice
and the brand experience.

Service companies are paying increasing attention to
managing service failure (Da Silva Terres et al., 2020).
Especially, in the hotel industry, a significant drop in
the guest satisfaction level was observed during 2020
(Mehta et al., 2021). Perceived justice refers to the
aggregate perceived fairness toward the specific out-
comes of a hotel (i.e., its procedures in handling
complaints and its way of treating guests). Extant re-
search has considered perceived justice as a key factor in
explaining customers’ evaluative judgment of a com-
pany’s service and performance (e.g., Chebat and
Slusarczyk, 2005; DeWitt et al., 2008). However, the
luxury hospitality context may contain unique service
characteristics that influence customers’ perceptions of
perceived justice. Perhaps, given the high level of ser-
vice in luxury hotels, customers expect no service
failures and, if they do occur, that the hotel will respond
by offering satisfactory recovery/compensation (Kozub
et al., 2014). Kim et al. (2009) show that perceived
justice has significant effects on trust, word of mouth,
and revisit intention through satisfaction with recovery
in upscale hotels. If a service failure is properly man-
aged, the firm can turn customers who complain into
engaged customers (Van Doorn et al., 2010). Thus,
perceived justice might influence guests’ intentions to
engage in positive behaviors toward the firm, since
satisfied customers are more likely to do so (Gupta
et al., 2018).

Similarly, the customer experience of a brand has
been identified as an antecedent to CE in the context of
the services. CE is a broad concept that is “borne out of
all forms of customer interactions, communications,
and transactions regarding the service offerings, over

time” (Kumar et al., 2019, p. 139). In the present study,
we use the concept of brand experience to refer to a
subjective, internal behavioral consumer response
evoked by brand-related stimuli (Brakus et al., 2009).
In the hotel industry, brand experience is positively
related to other brand-related variables (knowledge,
attachment, trust, prestige and loyalty) (Kim and Jang,
2016; Lin and Wong, 2020; Lo and Yeung, 2020).
Thus, hotel guests are more likely to be engaged with a
hotel if they experience positive feelings and sensations
from their experience with the brand. However, em-
pirical research on the association between brand ex-
perience and CE in the hotel industry context is scarce.

Based on the above rationale, the following research
questions are addressed:

(1) Do luxury values influence CE after a service
failure is managed in the luxury hospitality
context?

Do perceived justice and brand experience act
as mediators between luxury values and CE in
this context?

)

By seeking answers to these questions, this study
contributes to answering the call for more studies ex-
ploring CE drivers in the hospitality field (Hao, 2020).

Hypotheses development

Luxury values and perceived justice

The concept of justice is derived from the literature on
service failure based on justice theory, which was in-
troduced by Adams (1963). Perceived justice refers to
customers’ perceived fairness of the recovery outcome
they receive after a service failure and how the company’s
staff handles complaints (Tax et al., 1998). There are
three dimensions within perceived justice: distributive,
interactional, and procedural justice (Tax et al., 1998).
Distributive justice refers to the perceived fairness of the
specific outcomes of the company’s recovery efforts
(e.g., discounts, refunds, and store credits) (Mattila,
2001), whereas procedural justice refers to the per-
ceived fairness of the procedures with which the service
recovery is conducted (Tax et al., 1998). Finally, in-
teractional justice refers to the perceived fairness of the
interpersonal treatments that are received during the
enactment of procedures (Tax et al., 1998).

In the luxury hotels context service failures may
refer, especially, to issues concerning the product,
process, employee services, and price, among others
(e.g., see Loo and Leung, 2018; Almeida et al., 2020).
Perceived justice refers to the perception by which a
guest evaluates the overall service provided by a hotel
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and whether recovery is fair or not when a failure occurs
(Aguilar-Rojas et al., 2015; Wen and Geng-Qing Chi,
2013). Perceived justice affects the perception of sat-
isfaction toward the service after a recovery (Chebat
and Slusarczyk, 2005; Guchait et al., 2019; Mattila and
Patterson, 2004). Guests could feel satisfied if a hotel’s
manager and staff treat them well and handle their
complaints correctly (Kim et al., 2009; Pacheco, 2017;
Tsao, 2018). According to the cognitive appraisal
theory, guests’ luxury values and beliefs influence the
way they evaluate events (Lu and Ahn, 2022) and so
guide them in evaluating the recovery provided after a
service failure. This study assumes that luxury values
are an aggregate concept formed from individual
values, which aggregate self-identity, materialism, and
hedonism, and social values, which are more oriented
to the externalization of the self-image and show the
social status to others (Loureiro and De Araujo, 2014;
Wiedmann et al., 2009). Thus, we argue that individual
and social luxury values affect the perception of justice
(Li et al., 2012) and propose the following hypotheses:

H1: Individual (H1a) and social (H1b) luxury values
have positive influence on perceived justice

Luxury values and brand experience

Pine and Gilmore (1998, p. 98) have argued that “an
experience occurs when the company intentionally uses
services to the stage and the props to engage individual
customers in a way that creates a memorable event.”
Schmitt (1999) has proposed a multidimensional view
of experience, comprising sensory (sense), affective
(feel), cognitive (think), physical (act), and social-
identity (relate) experiences. Customers could also
receive experiences not only from products/services but
also from brands (Brakus et al., 2009). These authors
note that these experiences with brands include four
different dimensions: sensory, affective, intellectual,
and behavioral experiences.

The brand experience concept has also been utilized
within the hospitality context (e.g., Ahn and Back, 2018;
Loureiro, 2014). The hotel industry is experience-
oriented, and it is critical to create unique and memo-
rable experiences for guests (Sanchez-Casado et al.,
2019; Yoon and Lee, 2017). This is also the case for
luxury thermal spa hotels. Memorable experiences
provided by these hotels for their guests would affect
their behavior (Loureiro et al., 2013). The four di-
mensions of brand experience (sensory, affective, in-
tellectual, and behavioral) are also evident in luxury
thermal spa hotels (Ahn and Back, 2018; Brakus et al.,
2009). The sensory experience is related to the aesthetics
and sensations provided by a hotel and its spa (the hotel

atmosphere, including visual, auditory, tactile, olfactory,
and gustatory stimuli), whereas affective experience is
related to the feelings and emotions that guests receive at
luxury thermal spa hotels. Intellectual experience is
related to intelligence and creative thinking about luxury
thermal spa hotels (logical thinking and stimulation of
curiosity), whereas behavioral experience is related to the
physical action and lifestyle aspects of luxury thermal spa
hotels (participation in the activities at the hotel).

One of the main objectives of a company is un-
doubtedly the creation of intense experiences. To
maintain sustainable competitiveness in the hospitality
industry, it is vital to better understand customers’
cognitive and affective needs (Yoon and Lee, 2017),
particularly their individual values. Consumption
experiences could be hedonistic (focused on the value
to the consumer resulting from the experience of the
purchase) or utilitarian (focused on the value of utility
that the purchase has for the consumer and if it cor-
responds to their needs) (Addis and Holbrook, 2001).
Understanding individual values will lead to the cre-
ation of better experiences (Loureiro and De Aratjo,
2014; Wiedmann et al., 2009). In addition, social-
benefits (e.g., feeling of connection and communi-
cation with others) positively influenced guests’ luxury
brand experience at hotels (Ahn etal., 2021). Based on
the cognitive appraisal theory, one can infer that values
affect the perception and judgment of the experiences
that guests receive in luxury thermal spa hotels. Thus,
the following hypotheses are proposed:

H2: Individual (H2a) and social (H2b) luxury values
have positive influence on brand experience.

Perceived justice and customer engagement

CE represents a motivational state that occurs due to
the experience of customers interacting with a par-
ticular agent (e.g., luxury thermal spa hotels)
(Hollebeek, 2011) beyond purchase (Devereux et al.,
2020; Romero, 2018; Van Doorn et al., 2010).
Kumar and Pansari (2016) created a CE structure
that encompasses four dimensions of CE: customer
purchases or customer lifetime value (CLV), cus-
tomer referral value (CRV), customer influencer
value (CIV), and customer knowledge value (CKV).
CLYV refers to purchase behavior that is repeated or
includes additional purchases, which customers
contribute to the firm’s value (Gupta et al., 2004;
Itani et al., 2019). CRV refers to new customers’
acquisition and recommendation. Customers who
help firms to attract other customers that are not
attracted by the traditional marketing channels are
more profitable (Schmitt et al., 2011). CIV refers to
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the influence of some customers over others, in-
creasing the acquisition and retention of customers
through word of mouth. Finally, CKV represents
customer behavior through feedback and suggestions
for innovative ideas (Hao, 2020; Itani et al., 2019).

Previous research has demonstrated that perceived
justice of service recovery efforts is a key factor in
consumers’ evaluative judgments of a company’s per-
formance (Tax et al., 1998). Similarly, in the hospitality
industry, guests’ perception of justice influences their
emotional responses, such as disappointment, happi-
ness, and pleasure, which in turn influence their loyalty
toward hotels (e.g., Chebat and Slusarczyk, 2005;
DeWitt et al.,, 2008; Tsao, 2018). In addition,
Namkung and Jang (2010) found that the perception of
fairness is related to favorable emotions and behavioral
intentions. Hence, CE relational behavior between
luxury thermal spa hotels and guests can result from the
favorable perception of fairness of the service provided
by the hotel.

Following the cognitive appraisal theory, judgments
lead to behaviors. Thus, if a guest perceives that the
offered service is excellent and a service failure is
handled effectively, he/she will be more willing to en-
gage with the hotel (e.g., be more likely to be more
active in interacting with the hotel manager or staff).
Guests are more likely to be active in encouraging new
guests to come, commenting favorably on social media,
providing suggestions, and even returning to the hotel.
Thus, the following hypotheses are proposed:

H3: Perceived justice has a positive influence on CE:
customer purchases (H3a), customer referrals
(H3b), customer influence (H3c), and customer
knowledge (H3d).

Brand experience and customer engagement

Ahn and Back (2018) found that brand experiences
positively influence customers’ cognitive, affective,
and behavioral brand engagement. Guests’ percep-
tions of sensory experiences (e.g., visual, tactile,
auditory, or olfactory stimuli) provided by a hotel can
influence their cognitive engagement. In other words,
sensory stimuli may generate guests’ engagement
because they could stimulate their senses in a way that
guests think more often about luxury thermal spa
hotels (Hao, 2020; Loureiro et al., 2013) and thus are
inspired to recommend a hotel to others. For in-
stance, they can encourage non-customers to become
customers, give feedback and suggestions to help
managers improve services/facilities, and return to
establish a long-term relationship with a hotel once

they are engaged with the hotel (Kumar and Pansari,
2016; So et al., 2014).

We argue that guests with positive feelings about a
hotel, through sensory, affective, intellectual, and
behavioral experiences with the hotel, will become
more involved and engaged in relationships with the
hotel’s staff and other guests. This argument is
aligned with the cognitive appraisal theory. Indeed,
guests who have positive experiences while staying
at the hotel will be more likely to spend more
money for the hotel (purchase), encourage new
guests to stay at the hotel (referrals), actively talk
about and discuss the hotel on social media (influ-
ence), and provide feedback and suggestions to help
improve the services and facilities (knowledge).
Thus, the following hypotheses are suggested:

H4: Brand experience has a positive influence on
customer engagement: customer purchases (H4a),
customer referrals (H4b), customer influence (H4c),
and customer knowledge (H4d).

The mediating role of perceived justice

This study postulates that luxury values are indirectly
related to customer engagement (i.e., customer
purchases, customer referrals, customer influence,
and customer knowledge). Perceived justice is pro-
posed as the mediating variable that increases cus-
tomers’ tendency to engage with a brand after service
failure due to two reasons. First, luxury values (i.e.,
individual and social values) affect customer en-
gagement (i.e., intentions to recommend and pay
more for luxury products) through customers’ atti-
tudes, behavioral control, and subjective norms
(Loureiro et al., 2014). Second, it is found that
perceived justice mediates the relationship between
firms’ service recovery efforts and the customers’
forgiveness (Hill and Boyd, 2015). Customer for-
giveness results in customers having a more favorable
attitude toward future brand engagement initiatives.
The customers may be more likely to visit the hotel in
the future (purchase), urge their friends to stay at the
hotel (referrals), share the hotel experience on social
media (influence), and provide feedback on how to
improve the hotel’s services (knowledge). The impact
may go even further as previous research found that
perceived justice mediates the impact of firms’ service
recovery efforts on customer loyalty (Mody et al.,
2020). Thus, the following hypothesis is proposed:

HS: Perceived justice mediates the relationship be-
tween luxury values and CE: customer purchases
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(H5a), customer referrals (H5b), customer influence
(H5c¢), and customer knowledge (H5d).

The mediating role of brand experience

Aside from perceived justice, brand experience is also
proposed as the mediating variable in the relationship
between luxury values and customer engagement after
service failure. Luxury values indirectly impact customer
engagement through several mechanism, one of which is
customers’ attitude (Loureiro et al., 2014). Brand ex-
perience is closely related to customers’ attitude as past
research found a positive impact of brand experience on
brand attitude (Zarantonello et al., 2013).

Brand attitudes are evaluative in nature and based
on consumers’ evaluations of what they like or dislike
about certain products, experiences, services, or
brands (Spears and Singh 2004). Therefore, when
customers have positive experiences with a hotel,
through sensory, affective, intellectual, and behav-
ioral experiences with the hotel, they have a more
positive attitude toward the hotel. When customers
with luxury values experience service failures and the
firms perform service recovery efforts, consumers might
refer to their brand experience to form an evaluative
judgment about future engagement with the hotel. Past
research shows that brand experience has a direct effect
on customer engagement (Prentice et al., 2019). We
argue that customers with luxury values may have a
higher intention to engage with the hotel after service
failure through a high perception of brand experience.
Thus, the following hypotheses are proposed:

Heé: Brand experience mediates the relationship
between luxury values and CE: customer

customer referrals
(H6¢), and

purchases (Ho6a),
customer influence
knowledge (H6d).

Figure 1 shows the proposed conceptual framework.

(Heéb),
customer

Method

Measures

The measures were taken from previous studies
(Appendix). The items were measured on a 7-point
scale, ranging from “‘strongly disagree” (1) to “‘strongly
agree” (7). Individual values were measured with three
items, whereas social values used eight items adapted
from Loureiro and De Araujo (2014). Overall
perceived justice was measured using six items, fol-
lowing Kim et al. (2009). Brand experience was
measured using seven items adapted from Brakus et al.
(2009). Finally, CE was assessed following Kumar and
Pansari (2016). Rather than measuring CE as a higher-
order construct, it was measured on its four dimen-
sions: customer purchases, customer referrals, cus-
tomer influence, and customer knowledge. Each
dimension was measured with four items.

Sampling frame and data collection

Starting with a list of thermal spa hotels from Termas de
Portugal (TravelBI, 2022), the research team checked
its characteristics to select those hotels that can be
regarded as luxury, following the recommendations of
Choi and Kandampully (2019) for luxury hotel char-
acteristics. Then, twenty luxury thermal spa hotel units
(almost 40% of the thermal spa hotels located in
Portugal) (TravelBI, 2022) were randomly selected
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Figure 1. Research model.
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from a group of hotels with personalized services, 24 h
room service, high-standard facilities, architecture,
landscaping, and interior design (Choi and
Kandampully, 2019). Following the same procedure
as Loureiro et al. (2013), the research team contacted
the hotels located across the country to explain the aim
of the study, encourage managers to cooperate, and
request permission to contact the guests (anonymously)
in their databases. It is important for hotel managers to
understand consumer behavior in the face of com-
plaints and recovery efforts, so they provided access to
databases of customers who had a service failure and
recovery experience. Service failures include customer
needs and requests that were not responded to im-
mediately and adequately, failure to meet expectations
and service delivery errors. Service recovery initiatives
included oral and written apologies, immediate or
deferred communications, troubleshooting, and
amends. Customers were contacted by email, including
access to an online questionnaire. A filter question —
regarding failure service and recovery at the luxury spa
hotel — was added in the first section of the question-
naire, which allowed us to select eligible participants to
study. Qualified respondents were those who said they
recalled a recent experience of service failure at a luxury
thermal spa hotel in the past year, in which they were the
recipient of recovery efforts in response to the failure.
They were asked to write the name of the hotel and
describe the service failure and recovery experience as a
measure of recall control. Only qualified respondents
proceeded to the remaining questions in the ques-
tionnaire. A total of 300 responses were collected (a
response rate of 60%), however, only 220 responses
were usable for analysis. Data were collected from July
2021 to March 2022.

Of the participants, 58.2% were female and 53.2%
were married. In terms of age, 43.2% of the respon-
dents were 1834 years old, 41.0% were 35-55, and
15.8% were older than 55. Most of the respondents

(68.2%) were highly educated, holding at least a
bachelor’s degree. In terms of occupation, the largest
group (31.8%) was highly qualified professionals (e.g.,
professors, lawyers, researchers, and doctors), followed
by administrative or managerial workers (23.2%), self-
employed workers (16.8%), sales or service industry-
related workers (15.0%), and technical workers (6.8%).

Findings
Measurement model

A measurement model was built through the PLS al-
gorithm procedure to assess the constructs’ reliability
and validity using SmartPLS 3.0 software. PLS is used
because it has less restrictive assumptions and is able to
estimate complex model with many structural paths
without normality assumptions (Hair et al., 2019).
First, an item of customer purchases with a loading
lower than 0.70 was removed (Hair et al., 2019). Then,
the model’s goodness-of-fit was checked. The stan-
dardized root mean square residual (SRMR) is the only
approximate fit criterion of the model implemented for
PLS, with a cut-off value of 0.08 (Henseler et al., 2016);
in this study, the SRMR value was 0.05, which shows
that the model provided a satisfactory fit. Additionally,
another approximate criterion could be the normed fit
index (NFI), with a threshold value of 0.90 or higher
(Byrne, 2008), but that it has to be used with caution
with PLS (Henseler et al., 2016). In this study, the NFI
value was 0.80 which is slightly lower than 0.90, but
within an acceptable range between 0.5 and 1
(Lohmoller, 1989).

The constructs’ internal consistency reliability was
assessed using Cronbach’s alpha (CA). The results
show that the CA of the constructs exceeded
the threshold (0.70) (Hair et al., 2019), which means
the constructs were reliable (Table 1). Moreover,
the constructs’ composite reliability (CR) was above the

Table 1. Descriptive statistics, reliabilities, correlations and validities.

Construct Mean SD CA CR 1 2 3 4 5 6 7 8

1. Individual values 5.34 130 0.71 084 0.79

2. Social values 3.59 1.76 0.88 0.89 047 0.81

3. Perceived justice 5.66 1.08 095 096 063 036 0.89

4. Brand experience 5.54 114 094 095 0.63 051 0.68 0.87

5. Customer purchases 5.72 098 084 090 0.64 0.41 0.70 0.74 0.87

6. Customer referrals 4.88 1643 095 096 056 053 050 058 052 0.93

7. Customer influence 4.73 1.62 089 0.92 0.61 0.60 0.55 0.71 0.61 0.75  0.87

8. Customer knowledge  4.55 1.79 096 097 046 052 050 0.63 052 0.61 0.71 0.94

Note. The diagonal values in bold indicate the square root of the average variances extracted (AVE). The scores in the lower diagonal indicate

inter-construct correlations (IC). CA = Cronbach’s alpha; CR = Composite reliability.
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recommended threshold (0.70) (Hair et al., 2019)
(Table 1).

Convergent validity was assessed based on the
average variance extracted (AVE), whereby a con-
struct achieves convergent validity if the AVE is 0.50
or higher (Hair et al., 2019). For discriminant val-
idity, Fornell and Larcker’s (1981) criterion and the
heterotrait-monotrait (HTMT) ratio (Henseler et al.,
2015) were used. Based on the results, both con-
vergent and discriminant validity were attained
(Tables 1 and 2).

Structural model

To test the proposed hypotheses, a structural model
was built through the bootstrapping procedure (5000
subsamples). The R? values for perceived justice, brand
experience, customer purchases, customer referrals,
customer influence, and customer knowledge were
40.5%, 48.9%, 61.6%, 35.4%, 51.4%, and 40.1%,
respectively. The R? values indicate that the proposed
model has moderate to substantial explanatory power
(Hair et al., 2019). The Q? values were 0.31 for per-
ceived justice, 0.36 for brand experience, 0.47 for
customer purchases, 0.39 for customer referrals, 0.45
for customer influence, and 0.40 for customer
knowledge. The Q? values indicate that the proposed
model has medium to large predictive relevance (Hair
et al., 2019). The results display that H1 to H4 are
supported (see Table 3).

Mediation analysis

To analyze the mediating effects of the two con-
structs, additional paths were created to test the
direct effects (Hair et al., 2013). In total, eight ad-
ditional paths (see the dashed lines in Figure 1) were
drawn from values (individual and social) to CE
(customer purchases, referrals, influence, and

subsamples) was performed for the mediation
analysis to test H5 and H6 (see Table 4).

The results show that perceived justice partially
mediates the relationship between individual values and
customer purchases since the indirect effect is signifi-
cant (=0.17, 95% CI: 0.105, 0.237) and the direct
effect of individual values on customer purchases is also
significant ($=0.20, p<.01). Regarding the mediating
role of brand experience, the results show that indi-
vidual values directly affect the customer purchases
(B=0.20, p<.01), customer referrals ($=0.22, p<.01)
and customer influences ($=0.18, p<.01). Thus, brand
experience partially mediates the effects of individual
values on customer purchases (=0.22, 95% CI: 0.162,
0.274), customer referrals (f=0.11, 95% CI: 0.029,
0.194) and customer influence ($=0.21, 95% CI:
0.146, 0.287). Individual values have no direct effect on
customer knowledge (B=-0.01, p>.05). Therefore,
brand experience fully mediates the relationship be-
tween individual values and customer knowledge
(B=0.21, 95% CI: 0.132, 0.296). Brand experience is a
better mediator between individual values and CE than
perceived justice.

Similarly, for social values, brand experience is a
better mediator compared to perceived justice.
Perceived justice only mediates the relationship
between social values and customer purchases
(B=0.02, 95% CI: 0.001, 0.047). Itis a full mediation
as the social values have no direct effect on the
customer purchases (=0.00, p>.05). On the other
hand, brand experience fully mediates the relation-
ship between social values and customer purchases
(B=0.11, 95% CI: 0.073, 0.164) as there is no direct
effect of social values on the customer purchases
(B=0.00, p>.05). Social values also directly influence
customer referrals (f=0.28, p<.05), customer in-
fluence (f=0.29, p<.05), and customer knowledge
(B=0.27, p<.05). Therefore, brand experience par-
tially mediates the relationships between social

knowledge). A bootstrapping procedure (5000 values and referrals (3=0.06, 95% CI:0.019, 0.105),
Table 2. HTMT ratio.

Construct 1 2 3 4 5 6 7 8
1. Individual values

2. Social values 0.58

3. Perceived justice 0.76 0.39

4. Brand experience 0.77 0.56 0.72

5. Customer purchases 0.82 0.48 0.77 0.83

6. Customer referrals 0.68 0.58 0.53 0.61 0.58

7. Customer influence 0.75 0.68 0.59 0.77 0.69 0.81

8. Customer knowledge 0.55 0.56 0.52 0.66 0.58 0.64 0.76
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Table 3. Result of structural equation analyses.

Hypothesis Relationship B 2 t-value
H1a Individual values — perceived justice .59 A 13.39%**
H1b Social values — perceived justice .08 .01 1.77*
H2a Individual values — brand experience .50 37 10.12%**
H2b Social values — brand experience 27 11 5.43***
H3a Perceived justice — customer purchases .35 .03 6.37***
H3b Perceived justice — customer referrals .20 A7 2.69**
H3c Perceived justice — customer influence A2 .02 1.95*
H3d Perceived justice — customer knowledge A3 .02 1.73*
Héa Brand experience — customer purchases .50 35 Q.91 xx*
H4b Brand experience — customer referrals A 16 5.76***
Hac Brand experience — customer influence .63 WA 12.04%**
Had Brand experience — customer knowledge .54 .26 8.00***

SRMR 0.05

NFI 0.80

Note. PC: Path Coefficient; ***p< .001; **p< .01; *p< .05.

Table 4. Mediating effects.

Bias corrected bootstrap
95% confidence level

Relationship Indirect effect Lower Upper Direct effect Mediation
IV—- PJ—CP 0.17 0.105 0.237 0.20** Partial
IV—- PJ—CR 0.07 —0.008 0.148 0.22** No
V- PJ— Cl 0.03 —0.033 0.095 0.18** No

IV — PJ — CK 0.07 —0.006 0.160 —0.01™ No
IV— BE — CP 0.22 0.162 0.274 0.20** Partial
IV — BE — CR 0.1 0.029 0.194 0.22** Partial
IV —- BE — ClI 0.21 0.146 0.287 0.18** Partial
IV — BE — CK 0.21 0.132 0.296 —0.01ns Full
SV— PJ—-CP 0.02 0.001 0.047 0.00ns Full
SV — PJ —CR 0.01 —0.001 0.033 0.28*** No

SV — PJ — ClI 0.01 —0.002 0.019 0.29*** No

SV — PJ — CK 0.01 —0.001 0.035 0.27*** No

SV — BE — CP 0.1 0.073 0.164 0.00™ Full
SV —- BE — CR 0.06 0.019 0.105 0.28*** Partial
SV — BE — ClI 0.1 0.077 0.161 0.29*** Partial
SV — BE — CK 0.1 0.066 0.161 0.27*** Partial

Note. IV = Individual Values; SV = Social Values; PJ = Perceived Justice; BE = Brand Experience; CP = Customer Purchases; CR = Customer
Referrals; Cl = Customer Influence; CK = Customer Knowledge; *p< .05; **p< .01; ***p< .001; "*not significant.

influence (B=0.11, 95% CI. 0.077, 0.161), and and social) on CE after recovery from service failure in
knowledge (f=0.11, 95% CI: 0.066, 0.161). the context of luxury hotels, which expands knowledge
about the effects of perceived value on consumer be-

. . L havior. Examining the link between luxury values and
Conclusions and implications CE after managing a service failure recovery in the
luxury hospitality context, this study attempts to fill an
empirical gap in the hospitality literature and contribute
This study makes a novel contribution to the literature to enhancing understanding of the mechanism of how
by exploring the influence of luxury values (individual luxury values can explain guests’ engagement. The

Theoretical implications
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present study proposes a framework that luxury values
(individual and social) can explain guests’ engagement
through perceived justice and brand experience. Re-
garding the first research question, the findings show
that luxury values (individual and social) influence CE
(purchase, referrals, influence and knowledge) after a
service failure recovery in the luxury hotel industry,
although the influence is only direct on some of the CE
dimensions. Therefore, about the second research
question, it can be argued that both perceived justice
and brand experience partially mediates the relation-
ship between luxury values and customer engagement
in this context. Overall, the results show that luxury
values affect perceived justice and brand experience,
which, in turn, help in building CE. Hence, four aspects
need to be further discussed.

First, both types of values—individual and social—
are positively related to perceived justice and brand
experience. This result extends the findings from
previous studies that focused on perceived justice (e.g.,
Kim et al., 2009; Maxham and Netemeyer, 2003) and
brand experience (e.g., Ahn and Back, 2018; Loureiro,
2014). Values are beliefs that guests bring to their
experiences when they stay at a luxury thermal spa
hotel. Depending on such values, guests judge the
service provided, and the justice of remedying a failure
occurs. Prior research has clearly demonstrated that the
perception of justice affects the emotional state of the
guest/tourist and the level of satisfaction (e.g., Chebat
and Slusarczyk, 2005; Mattila and Patterson, 2004;
Wen and Geng-Qing Chi, 2013). The current study
adds to the literature by showing values as affecting the
perception of justice. At the same time, values influence
the way guests experience a hotel. Guests’ sensations,
feelings, thoughts, and actions (Ahn and Back, 2018)
are lived having values as an evaluation mechanism.

Second, the results show that brand experience is a
stronger antecedent of CE than perceived justice.
These results offer support to Ahn and Back’s (2018)
findings that brand experience can enhance cognitive,
affective, and behavioral engagement. Apart from
brand experience, this study also displays that perceived
justice is positively related to CE. Thus, this study
extends the established findings within the literature
that perceived justice can increase satisfaction (e.g., Siu
et al., 2013) or contribute to a company’s performance
(Tax et al., 1998). As experiences, perceived justice can
trigger behaviors and engagement with a hotel. Roy
et al. (2018) note that perceived justice can occur from
the overall judgment of customer-provider relation-
ships and not only from service failure. This reinforces
the relevance of a positive judgment to engagement in a
service failure and recovery context.

Third, values can directly affect the engagement
process. From the findings, individual values alone do
not directly influence customers’ knowledge, while
social values alone do not directly influence customers’
purchases. The sensation of power to achieve what
guests desire and their self-identification with a hotel
environment and service seems not to be enough to lead
them to be proactive in providing feedback/suggestions
to hotel managers. Yet, when guests consider that
giving feedback/suggestions will confer on their social
position and status, then they will be engaged in pro-
viding such comments. By way of contrast, identifi-
cation with a hotel’s features and service can be more
effective as a reason to return than the motive of just
impressing others (Kanagaretnam et al., 2009).

Finally, although luxury values can directly affect
CE, considering the mediating effects of perceived
justice and brand experience on the relationship be-
tween luxury values and CE is a pioneering proposal
that represents a valuable contribution to the hospitality
literature. Particularly relevant is the role of brand
experience as a mediator in the relationship between
individual values and customers’ knowledge and the
partial mediation of perceived justice in the relationship
between individual values and guests’ purchases. The
vast majority of prior research on brand experience
examined its impact on customer satisfaction and brand
loyalty (Khan and Rahman, 2015). Other extensively
examined other outcome variables including purchase
intention (Gabisch, 2011), brand recall (Bauman et al.,
2015), and brand equity (Kumar et al., 2013). We
contribute to the literature by analyzing the impact of
brand experience on consumer engagement, an out-
come of brand experience that is important, yet rarely
studied. In addition, only a few studies consider brand
experience as a mediator (Khan and Rahman, 2015),
including studies on the mediating role of brand ex-
perience in the relationship between customer en-
gagement and brand equity (Chaohui Li and Qingjuan,
2014) and in the relationship between customer en-
gagement and brand loyalty (Danhong Cai and Gong,
2016). We complement previous research by focusing
on the importance of brand experience as a mediator
between luxury values and customer engagement.

Regarding perceived justice, most of the previous
studies examined the mediating role of perceived justice
in the relationship between firms’ recovery efforts and
consumer responses. Previous research shows that
perceived justice mediates the impact of overcompen-
sation on negative word-of-mouth (NWOM) intention
(Noone, 2012). It also mediates the relationship between
firms’ service recovery efforts and the customers’ for-
giveness (Hill and Boyd, 2015) and customer loyalty
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(Mody et al., 2020). We advance the literature on the
perceived justice in the service recovery context by ex-
amining more antecedents from consumers’ perspective
(i.e., luxury values) and showing that customer per-
ception of justice after service recovery efforts mediate
the impact of individual and social values on customer
purchases.

Managerial implications

Managers should first focus on individual values by
designing a well-fitting experience and communicating
the individual benefits of the service (relaxing, enjoy-
able, etc.). Moreover, although social values are weaker
drivers, marketing strategies should also attract the
attention of upscale market segments, not only po-
tential customers but also family, friends, and col-
leagues, as customers take their opinions into account.

Second, managers should heighten the stimuli toward
the four dimensions of brand experience (i.e., sensory,
affective, intellectual, and behavioral). They should
prepare experiences that aggregate emotions, affections
toward the hotel and employees, and all the activities that
can be experienced during the stay. Spa thermal hotels
should also stimulate curiosity for the novelties and new
activities provided, leading guests to actively think about
and participate in such activities. For instance, using
thermal water combined with other natural products
differentiates and personalizes the activities while stim-
ulating guests’ minds and bodies with smells, colors,
textures, or flavors. Menus can be prepared with main
courses that are linked to local history, and the health
benefits of water can be creatively explained.

Third, as perceived justice and brand experience
mediates the relationship between individual values and
customer engagement, it is important for managers to
ask for customers’ feedback regarding their perceptions
of brand experience on a regular basis. It is also crucial
to gather customer input regarding perceived justice
after handling a service failure to develop a strategy for
further engagement with the customer. For brands that
have not been able to give a maximum experience (i.e.,
new luxury hotels and hotels with poor customer ex-
perience reviews), managers are urged to boost the
perceived justice following a service failure. This can be
accomplished by establishing a better policy (e.g., of-
fering something unique and exclusive as a service
recovery compensation), providing employees with
greater flexibility to respond to service failures, and
educating employees to demonstrate greater empathy
and compassion while handling customer complaints.
For brands that are perceived as providing a very good
brand experience for customers, after handling service
failures, managers are encouraged to not only engage

customers by offering future services, but also to en-
courage customers to share their luxury brand expe-
rience on social media, refer their friends and family to
the hotel, and provide suggestions to improve the
performance of the brand.

Limitations and further research

The present study is not without its limitations. First,
this study is limited to the context of luxury thermal spa
hotels. It would be interesting to examine whether the
model could be replicated for contexts with different
cultural backgrounds and to analyze how demographic
factors are associated with customers’ values (Ahn,
2020). Second, this study measures perceived justice
and brand experience as unidimensional constructs.
Further studies could measure these two constructs as
multidimensional variables. It would be interesting to
know which dimensions of brand experience (see Brakus
et al., 2009; Lin and Wong, 2020) contribute more
toward building higher CE. Similarly, it would be in-
teresting to know which type of justice (i.e., procedural,
distributive, or interactional) would lead to stronger CE.
Finally, in this era where we are living in a different
reality due to the Coronavirus, it will also be interesting
to analyze the perception of safety and cleanliness of
luxury thermal spa hotels. This perception could also act
as a moderator in a situation of service failure.
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Appendix A1
Measurement items
Constructs ltems B
Individual values (IV) 1I'd be happier if | could afford to buy more experiences of luxury of thermal spa hotels 0.84
To me, a luxury thermal spa hotel is a way to reduce stress 0.81
| Can enjoy the experience of luxury thermal spa hotel entirely on my own terms no matter what others may feel 0.73
about them
Social values (SV) | Want to know what kind of person buys the luxury service of this luxury thermal spa hotels before purchasing it 0.90
Before purchasing a service of luxury of a luxury thermal spa hotel, it is important to know what others think of 0.89
people who use services of that thermal spa hotel
If | were to buy something expensive (e.g., a better room, a more expensive experience/service), | would worry 0.89
about what others would think of me
Perceived justice Given the inconvenience caused by the problem and the time lost, the response (service recovery or economic 0.85
(PJ) compensation) | received from the luxury thermal spa hotel was considered reasonable
Overall, the outcome | received from the luxury thermal spa hotel in response to the problem has been adequate 0.89
The luxury thermal spa hotel has fair policies and practices to handle the problem 0.90
The luxury thermal spa hotel has shown adequate flexibility in dealing with the problem 0.90
The luxury thermal spa hotel's personnel were appropriately concerned about my problem 0.89
The luxury thermal spa hotel’s personnel’s communication and care when solving the problem has been 0.91
appropriate
Brand experience The luxury thermal spa hotel makes a strong impression on my visual sense or other senses 0.71
(BE) | Find the luxury thermal spa hotel interesting in a sensory way 0.87
The luxury thermal spa hotel induces feelings and sentiments 0.90
The luxury thermal spa hotel is an emotional brand 0.89
The luxury thermal spa hotel stimulates my curiosity and problem solving 0.82
| Engage in physical actions and behaviors when | am in the luxury thermal spa hotel 0.92
The thermal spa hotel stimulates bodily experiences 0.94
Customer | Will continue buying the service/experience of the luxury thermal spa hotel in the near future 0.85
purchases My service/experience purchases with the luxury thermal spa hotel make me content 0.88
| Do not get my money’s worth when | stay at the luxury thermal spa hotel. (R) a
Staying at luxury thermal spa hotel makes me happy 0.87
Customer referrals | promote the luxury thermal spa hotel because of the monetary referral (e.g., promotions for frequent guests) 0.89
benefits provided by them
In addition to the value derived from the service/experience, the monetary referral incentives also encourage me 0.92
to refer the luxury thermal spa hotel to my friends and relatives
| Enjoy referring the luxury thermal spa hotel to my friends and relatives because of the monetary referral  0.91
incentives
Given that | frequently stay at the luxury thermal spa hotel, | refer my friends and relatives to the hotel because of 0.99
the monetary referral incentives
Customer influence | Do not actively discuss the luxury thermal spa hotel on any media. (R) 0.79
| love talking about the luxury thermal spa hotel experience 0.91
| Discuss the benefits that | get from the luxury thermal spa hotel with others 0.88
| am a part of the luxury thermal spa hotel and mention it in my conversations 0.89
Customer | provide feedback about my experiences with the luxury thermal spa hotel to the firm 0.91
knowledge | provide suggestions for improving the performance of the luxury thermal spa hotel 0.95
| provide suggestions/feedbacks about the new services (e.g., new treatments) of the luxury thermal spa hotel 0.96
| provide feedback/suggestions for developing new services for the luxury thermal spa hotel 0.94

Note. a = removed.
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