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HAPTER 1
RATIONALE, RESEARCH QUESTIONS AND OPERATIONAL DEFINITIONS

1.1 Introduction

The banking environment is becoming increasingly competitive and in the context of
deregulated financial markets, customers of banks are increasingly able and willing to shop
around for financial services which best meet their expectations. Nel, Boshoff and Mels (1992:
5) assert that the retail banking industry in South Africa does not satisfy the consumers'

expectations in terms of service quality delivery.

Furthermore, various researchers (Zem/ and Schaaf, 1990: 8; Stemper, 1991: 14; Gerson,
1992: 13) postulate that financial service companies lose customers mostly because of poor
service. Research (Dwayne and Bitner, 1992: 111; Bitner, Booms and Mohr, 1994: 95) has
shown that from the service customer's | int of view, the most immediate evidence of service
6ccurs in the service encounter or the "n  ment of truth" when the customer interacts with the

firm.

Although the issue of service quality | s become wvital in the eyes of the producers and
consumers, limited academic research I been devoted to the definition and modelling of
quality in the service encounter in South  Tica (Bisschoff, 1996: 1, Bhowan, 1997: 20). This

~ study attempts to address, albeit to a limited extent, this very issue.

This introductory chapter will highlight the role of the "human element" in the service
encounter and present the rationale of this study, the research objectives and the research
questions. In the latter section of this chapter, operational definitions of relevant concepts will

be provided.



1.2 The "Human ™ in the Service 1counter

The importance of quality has prompted researchers and marketers of services to study new
concepts and approaches to services marketing. The shasis has been on the social
psychology perspective and the focus was on the nat : of the interaction between the
customer and ice personnel during the service deli  ; namely, the service encounter'

(Bowen, Chase and Cummings, 1990: 16).

The importance of people or the "human element" in the service offering cannot be over
em; asized. Keltner and Finegold (1996: 57-58) assert that the human element can embed
itself in the service offer in three principal ways:

1. Most service-production processes require the service organization's own personnel to
provide significant inputs to the service-production | cess, both at the front-line point
of delivery and in those parts of the production process that are relatively removed
from the customer.

2. Many service processes require the active involvement of the consumer of the service
and the consumer therefore becomes involved as a co-producer of the service.

3. Other people who simultaneously consume a mass-; >duced service can influence the

benefits that an individual receives from the service.

In financial services marketing, especially among banks, there are a limited number of chances
to impress the customer, since the services are becoming 1 re automated. Moreover, since
personal interactions with cgistome,rs are becoming less nu erous, customers are expecting
higher quality contacts and more indiﬁdual treatment. In the light of the aforementioned, some
researchers (Schneider and Bowen, 1995: 68) assert that ¢« :act points should be treated as
opportunities, even though the contact point might be atter ng to something as mundane as

changing the address; the opportunity to create a favourable impression must be cherished.

Several researchers (Gerson, 1992: 14; Rust and Zahorik, 1993: 193; Keaveney, 1995: 76-77)

have postulated several reasons for poor service and customer switching.

'See section 1.7.3 for a definition and explanation of this concept.
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Among them are: uncaring employees, poor employee training, negative attitude of employees
towards customers, no customer ser e philosophy within the business, employees not
empowered to provide good service, poor treatment of employees as customers, and
differences in perception between what service businesses think they provide and what
customers think they receive. Keaveney (1995: 77) ascertained that service encounter failures,
attributed to some aspect of the service employee's behaviour, were the second (to price) most

important reason for switching services.

Several researchers (Lovelock and You 1, 1979: 167-178; Mills and Morris, 1986: 726-735,
Schneider and Bowen, 1995: 85, W itrom, 1996: 1-8) have pointed out that service
customers can be considered as 'partial employees' of the service organization in order to

increase service productivity.

The crucial importance of the human interaction between personnel and the customer during
the service encounter has been almost universally acknowledged, and the encounter has been
studied from a number of perspectives, mely "Role Theory", "Script Theory", and "Critical
Incident Theory," (Smith & Houston, 1983: 59-62; Solomon, Suprenant, Czepiel and Gutman,
1985: 99-111). Although these theories ffer to some extent in approach, one common theme
prevails, namely, the influence of the ex; ctations of the participants in the service encounter.
Customer and service personnel, who bt 1 participate in the service delivery, depend on each
other for a successful service encounter. ach not only bring needs and expectations, but also
competencies (Schneider and Bowen, 1! 5: 3) which has to be hamnessed to ensure that they

fulfil their roles effectively.

Since service customers often take on the role of 'partial' employees during the service
encounter, it is important for the service organization to ascertain what management practices
can be used to ensure that the customers have the competencies to perform their role as co-
producers of the service. In view of = aforementioned, it seems that the service firm
managers should devise strategies to manage not only their full-time employees but also their

'partial' employees (customers).






role expectations, and this could result  customers performing their roles better which may
contribute to the delivery of higher levels of service quality. However, the socialization
process may not necessarily be the « ne for all service industries. Differences may be
noticeable across and within service industries. For instance a bank located in, and catering to
higher income and perhaps more sophisticated customers may need to do more formal
socialization among its employees than those banks that deal with lower income and less
sophisticated groups. Thus what customers in the lower income and less educated group may
regard as “good” service quality may be perceived as “poor” by the more sophisticated group,
Furthermore, the needs of the more sor sticated group may be vastly different from that of

the less sophisticated group.

Although researchers (Feldman, 1976: 64-80; Dubinsky, Howell, Ingram and Bellenger, 1986:
192-207; Hartline and Ferrel, 1993) have examined the process of organizational socialization
as it pertains to employees of service organizations, to our knowledge, the impact of
organizational socialization tactics on the service customer, or on the customer's perception of

service quality has not been considered.

Due to the participatory nature of the role played by the service customers, that of a partial
employee, it has been suggested that the | >cess of socialization might also be considered as it
pertains to the service customer (Mills ar  Morris, 1986: 735; Kelley, 1992: 2; Schneider and
Bowen, 1995: 85-87). In view of the >rementioned, this study examined the effects of
formal and informal socialization of bc  bank employees and bank customers upon the

customers’ perception of service quality.

1.3 Research Objectives

The primary objective of this research is to develop a conceptual model which depicts the
association between the type of organizat nal socialization of both the service employee and
the service customer, and the customers” rception of service quality. More specifically, it is
conceptualized that Formal and Informal socialization of both bank employees and bank
customers influences the bank customers' perception of the employee service quality

[EQUALY] and the overall service quality [SQUAL].
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Based on these research questions, a number of hypotheses were formulated and

tested”
1.5 Prior Research

From an examination of the KWIC I ex of Research Bulletins, the Union Catalogue of
Theses and Dissertations of South African Universities, the HSRC Research Bulletin, and the
National Register of Research Proje ;, Dissertations Abstract International, University
Microfilm International and ABI/Inform, there is no evidence to suggest that research has been

conducted on this topic.
1.6 Contributions of this Study’

Although the service encounter has been highly researched, to our knowledge no research has
been undertaken to determine the assoc. ion between the type of organizational socialization
of the service customer, and the custc ers’ perception of service quality. The conceptual
model developed in this study may con bute towards filling this void. Academicians could
use this model to undertake further research on services, and so contribute to the development
of the theory on services marketing and management. Furthermore, since this study
investigates factors influencing the attainment of high quality service within the financial
services industry, it is significant to practitioners. Practitioners could use the findings to better

manage the service organization and thus improve service delivery and service quality.

1 irical evidence on how the process ~organizational socialization could be employed to
effectively manage the customer resource contribution to the service encounter is also
provided. More specifically by examining the effects of formal and informal socialization
strategies on the customers’ perception of their role, and the organizational climate for service,

an association with service quality has be  established.

“See section 4.5 for the hypotheses.
*See Appendix C for a list of publications.


















CHAPTER 2
THE MANAGEMENT AND MARKETING OF SERVICES

2.1 Introduction

The marketing of services has been pr elled to the centre of the marketing stage by the
relative growth of the services sector in: ny countries. The growth of the services sector has
exposed new opportunities for marketing to broaden its traditional sphere of influence. In its
turn, marketing has made a contribution  wards the efficient functioning of the services sector
through its attempts to ensure mutually beneficial exchange relationships between service firms

and consumers.

The service sector today occupies a pre-eminent position in the economies of most countries.
Not only are we producing more services than ever before, the manner in which services are
made available to the final consumer is changing. Many of the familiar principles of marketing
which were first developed when consui 1 goods experienced a great growth in competitive
activity have been handed down to m ‘keters who are engaged in services marketing.
However, it has also been recognized that services can be quite different to goods in how they

should be marketed (Gronroos, 1994: 4).

In view of the aforementioned, the speci : purposes of this chapter are: to briefly explain the
characteristics of services, and to discuss the marketing implications thereof;, to provide an '
ex] ion of the services 1 ent lite e, °  briefly review the [ 1 L

service employee and service customer.

2.2 Characteristics of Services

Although service marketing and goods marketing are essentially the same, the basic
characteristics that differentiate services from goods usually lead to quite a different marketing

programme in a service organization.
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223051 4 ‘cabil _ of Prodi ._on and Cons1 ition

A service is generally consumed while being performed (processed), with the customer often
involved in the process. A routine financial transaction can be marred by long waiting nes

(Hui and Tse, 1996: 81-90), or unknowledgeable personnel 3aron and Harris, 1995: 7).

Since the customer must be present during the production of many services, insef ¢ lity
"forces the buyer into intimate contact with the production process,” (Avkiran, 1994: 11).

Ins rability also means that the producer and the seller are the same entity, making only
direct distribution possible in most cases (Meidan, 1996: 3), and causing marketing and

production to be highly interactive.

Inseparability occurs whether the producer is human, as in alth-care services, or a machine,
as in the case of a bank ATM. The services of an ATM machine can only be realiz« if the
producer and consumer interact. Figure 2.2 depicts some of the implications of service
inseparability. It is evident from Figure 2.2 that the inseparability of service production and
service consumption necessitates "management” of the  vice encounter by the service

provider.

A further implication of the simultaneous production and ¢ sumption of a service is that the
"production facility and the production tools," both cont jute to the delivery experience
(Bitner, 1993: 57, Schneider and Bowen, 1995: 30). Thus when a person goes to the bank to
cash a».chequ‘e,' the appearance of the bank and the moderni1 s of the equipment used impact -

on the customer's perception of service quality.
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meet fluctuating customer demand, services cannot be stored. This requires service
organizations to carefully manage the contact they have with their customers in order to avoid
bottlenecks and delays in the service-production process in which the customer is actually

taking part.

At its simplest, interaction can be seen as a series of discrete transactions between producers
and consumers. However, in many situations, service producers seek to replace casual
transactions with on-going relationships. Strategies for achieving such relationships and

managiné particular problems posed by { : service encounter need to be developed.
2.3 Managing the Service Marketing System

Langeard, Eiglier, Bateson, and Lovelock (1981: 81) described service businesses as a system
consisting of three overlapping components: service operations system, service delivery
system, and service marketing system (Figure 2.3). As illustrated in Figure 2.3, Langeard et
al. (1981: 82) conceptualize the service 1 be delivered, in real time, to a customer through his
or her interaction with (a) the firm's p. onnel, (b) the service environment, and (c) other

customers.

It is also evident from Figure 2.3, that t.  service firm is clearly divided into those parts that
are visible to the customer, such as the p sical environment and contact personnel, and those
that are not, sometimes referred to as the ack-office operations. The former, consisting of the
other customers and the consumer con tute the "servunétion system." Boshoff and Blem
(1995: 257) concur with Langeard et al.  381) who argued that although most authors talk of
services being produced, delivered and retailed, this fails to convey the simultaneity of the

process. Thus the use of the term "servuction system."”
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In contrast (although somewhat similar in meaning) to Langeard et al.'s (1981) use of the term
"servuction," Edvardsson, Thomasson and Ovretveit (1994: 13) use the term "co-service" to
describe how both producers and const ers can work together to create rather than produce
the service. These researchers contend that the term "co-service" recognizes that giving and
receiving service is not like consuming or using a product. Often persons in need of service
work with others to meet their own needs. They take the fullest part they can in co-producing
the service by co-assessing, co-planning and co-providing. Furthermore, Wikstrom (1996: 6)
asserts that when the customer is conceived as co-producer, the interaction between the
parties should generate more "value" than traditional transactions during which the seller and
buyer meet briefly, exchange services and then go their separate ways. In particular, it is
assumed that the deeper relationship will create opportunities for acquiring more knowledge,

thus making the company better able to. apt to the customer and provide higher quality.

Gronroos (1984: 64) also ascertained that consumers are influenced not only by the service
personnel and the physical/technical resc -ces, but also by each other during the consumption
process. This interaction as it is perceived by customer A is schematically depicted in Figure
2.3. Gronroos (1984) refers to Langear 3 (1981) model as "the customer's view of a service
firm." The Nordic School of service ma: gement, and in particular Gronroos and Gummesson

(1982), expanded on the views of Langeard et al. (1981).

Gronroos (1984: 30-41) initially saw the objective of interactive marketing as the management
of resources involved in the buyer-seller interaction. These resources consist of contact
personnel (service providers), the physic. environment and consumers. Gronroos (1984) at no
stage rejeéts the principles of the marketing concept or what he terms "traditional marketing."
In fact he sees the relationship between traditional marketing and interactive marketing as

supplementary. This view is elaborated in Table 2.3.
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Azzolini and Lingle (1993: 40) assert at internal customer service is the key to company
success and recommend that steps to improve internal customer service should assess
customers, staff and suppliers to pinpoint performance gaps. Gronroos (1990: 225) cites Berry
(1981) who asserts that the overall objective of internal marketing is twofold; namely, to
ensure that the employees are motivated for customer-oriented and service minded
performance and thus successfully fulfil their duties as "part-time marketers" in their
interactive marketing tasks, and to attract and retain good employees. Gronroos (1990: 227)
also argues that internal marketing can contribute towards developing and maintaining a
service culture. Furthermore, Gronroos (1990: 228) cites Bowen and Schneider (1988) who
maintain that because management does >t have the ability to directly control service delivery
and the moments of truth, it has to develop and maintain indirect control by creating
atmospherics, that is, climate and ethics, that make employees feel that service is the

predominant norm guiding their thinking and behaviour.’

The need for banks to match expectat s held by clients, and to ensure that the staff are
adequately trained to respond to unforeseen client needs, has led to the development of the
internal marketing concept. Internal marketing involves the creation of an organizational
climate in general, and job-products in particular, which lead to the right service personnel
performing the service in the right way. One of the causes of the "service delivery gap" [Gap

3], Gronroos (1990: 61) maintains, is the 1ck of or insufficient internal marketing'.

Employees may feel that their role as service providers is afnbiguous because a customer

tact al that a custt  :r  juires d....rent behaviour on the part of the service
provider than what is expected accor ng to the existing specifications. This kills any
motivation for good quality behaviour among the service personnel. The cure in these
situations Gronroos (1990: 63) maintains, is to remove all reasons for ambiguity on the part of
personnel; thus the role of internal m: <eting is critical. This view was also empirically

supported in a study of financial institutions in South Africa (Tait 1996).

*The concept service climate is discussed in section 3.4.

%Refer to section 2.3.1 and 4 4.
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Communication has been identified as a key factor in establishing and building any relationship
(Parasuraman, Berry and Zeithaml, 1995: 20). Effective communication skills (both staff and
clients) will therefore be essential in establishing a desired relationship with a particular client

irrespective of demographic or psychogi shic considerations (Reardon and Enis, 1990: 377).

Researchers (Hartline and Ferrel, 1993: 18) contend that upward communication [between
employees and management] enl 1ces service quality because it provides
managers/supervisors with feedback inft nation from the front-line. Furthermore, this line of
communication can enable managers to :lp employees adapt to meet the changing customer
needs. Front-line employees can also be a valuable source of information about customer
needs and preferences when decisions a being made about what new products to offer and

how to deliver them.
¢. Service Augmentation

For a marketing programme to be effective, the practice has to have a differential competitive
advantage. This refers to the skills, services or facilities that distinguish it from other banks,
especially if it is borne in mind that most banks offer similar services. It is what the clients
know about the bank that will set it aside from other banks, develop a reputation and generate
referrals. The key to attracting and retai g clients in today's highly competitive environment

is to include "value-added services".

. The essence of service augmentation is the provision of additional, valued services which -
dif :ntia a p. cular bank fnk a 1 In certain instances this requires additional

training and skills on the part of the bank managers and staff.
d. Relationship Pricing

Parasuraman and Yadav (1996: 47) as rt that the objective of relationship pricing is to

encourage client loyalty by rewarding it nancially. For example clients are not charged for

certain transactions, clients are offered :e investment advice, and wills are drawn free of

charge. However, Zeithaml (1988: 4) cautions that although price plays an important role in
37






is called upon to perform more work by using such things as ATM's. Some researchers
(Langeard et al., 1981; Gronroos 19' ; Wikstrom 1996) frequently use the phrase "the
customer as co-producer,” and conclude that when the customer is conceived as co-producer,
the interaction should generate more value than a traditional transaction process, during which
the buyer and seller meet briefly, exchange products and services and then go their separate
ways. Furthermore, Wikstrom (1995: 7) asserts that the deeper relationship will create
opportunities for acquiring more knowledge, thus making the company better able to adapt to

the customer and to provide higher quality service.

Since consumer behaviour lies at the heart of marketing, it is clear that effective marketing can
have a major impact on improving the productivity of service firms. Participation is clearly a
significant issue for service firm manag , as well as being one of the key elements in how
consumers behave in the service situations. Langeard et al. (1981: 97) assert that consumers
are likely to vary widely in their willingness to participate actively in the "servunction" system
by which services are produced and delivered, according to the nature of the specific service
situation encountered. These researchers developed a "systems model" by which the service is

produced, delivered to, and consumed by the consumer.

As was evident from Figure 2.3, in the systems approach the service is delivered in real time,
to a customer through his/her interaction with the firm's personnel, the service environment
and other customers. A major feature of e systems model is that customers participate in the
production of the service they receive. In view of this, Langeard et al. (1981: 16) caution that
a customer who fails to follow the procedur_es laid down by the firm may jeopardise not only
the servi  that he or st :eives, but also the quality of the service received by other

customers.

Because of the interactive nature of the "servunction" system, a service organization cannot
totally segregate its "production” workers from its customers. Langeard et al. (1981: 16)
assert that this profoundly changes the concept of quality control. Having numerous
employees in contact with customers raises a very real problem of consistency of beﬁavi?&ur; an
individual employee is likely to be torn between actions that will make the job easier and those
that will best suit the needs of the custom  Thus the employee experiences stress and this can
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CHAPTER 3

THE SERVICE ENCOUNTER

3.1 Introduction

Service delivery is recognized as one of the most important tools in the survival of a business
in today's competitive environment. By providing service excellence a firm such’as a bank can
achieve a competitive advantage over its competitors. Al ough the concept of achieving a
competitive edge through excellence in service is not a new idea, the popularity of the concept
has grown tremendously in recent years. The 1980's and ¢ y 1990's saw a dramatic increase
[in Europe and America] into service quality and service mar sement, and the growth of
knowledge about service quality management as a distinct subject on its own right

(Edvardsson et al., 1994: 16).

Since one of the vital features of service organizations is the personal interface betwe¢ the
producer and consumer of services, this chapter will exami: the service encounter in detail by
exploring the roles of the service employee and service customer as well as that of the service

organization.

3.2 Importance of the Service Encounter

Understanding the service encounter has been identified : a key chailénge for service firm = - -

managers, having implications for service design, quality control, employee screening and
training, and relationship marketing (Bitner, Booms and M 11, 1994: 95; Price, Arnould and
Tierney, 1995: 83; Mittal and Lasser, 1996: 95).

The quality of the bank service encounter has been recognized as a key strategic competitive

weapon (Berry 1994, as cited by Mittal and Lasser, 1996: 95-96). According to Clark (1990:

2), the quality of the service encounter is affected by the fol wing factors: T

- the extent to which general guidance is given by management as to what le  of
service should be delivered,
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- whether systems and resources are available to consistently deliver the specified level
of service,

- whether management is consiste in policy and action being "role models" for service,

- the difference between what is specified and therefore expected by management, as
against what service providers see are real requirements of the customers they meet
day by day, and

- the extent to which management control systems conflict with service goals; a common
example would be major emphasis on cost control, with the organization publicizing

personalized service as its main selling point.

Bitner et al. (1994: 95) believe that the customer's perception of service encounters is a crucial
component in the evaluation of the total quality of a service. This is particularly true of
repetitive services, such as with banks, where long-term relations with customers depend on

many "moments of truth," and for services with a high professional component.

In order to improve quality and build lasting relations, it is important to understand what
happens in these encounters and what affects the customer's perception of them. Ondrack and
McAteer-Early (1992: 120) assert that ¢ ;tomer perceptions of the bank service quality are a
key factor in the "excellence" of service and these perceptions are highly influenced by the
quality of the interaction between customers and store personnel. These researchers maintain
that the "quality of interaction" is a complex variable, highly affected by subtle factors of

verbal and nonverbal communications between personnel and customers.

In most s (ces, quality occurs during 1 : service delivery, usually in an interaction between
the customer and contact personnel of the service firm. In banking services, the face to face
interaction or "personalization" between the customer and service personnel is vital to the
outcome of the service experience. Inseparability, as one of the defining characteristics of
services results in the producer-consumer interaction assuming great importance within the
service offer. According to Price et al. (1995: 85-86), there are many opportunities for things
to go wrong when the bank employee and bank customer interact, when b;)th*parties
experience and respond to each others mannerisms, attitude, competence, mood, dress,
language, and so forth.
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3.2.2 Role Tk -yl ‘spective

Role consists of the activity the incumbent would engage i were he to act solely in terms of
the normative demands upon someone in his position (Palmer, 1994: 155). The role theory
perspective recognizes that in any interaction between the nsumer and service personnel a
number of rules must be obeyed (Solomon et al., 1985: 99-111). The analogy for this is the
theatre, so that both parties are assumed to have roles 1 1t are to be played. The service
encounter can be seen as a theatrical drama, with the s 1e being the location where the
encounter takes place. In this regard, Bitner et al. (1990: 98) remark that a scruffy service
outlet (the stage) may result in lowered expectations by : customer, and in turn, a lower
level of service delivery by service personnel. Furthermore, Zeithaml and Bitner (1996: 26)
assert that physical evide: 2 cues (the theatre) provide excellent opportunities for the firm to
send consistent and strong messages regarding the organiza )n's purpose, the intended market

segments, and the nature of the service.

The theatrical analogy extends to the costumes which servic personn wear; for exan le, the
bank manager wears a suit to convince customers that he or she is capable of taking the types
of decisions made by a competent bank manager. Stempfer (1991: 53) argues that only by
defining an organization as "a system of roles", is it )ssible to understand the inter-
relationships that enable a service organization to deliver its products and services seamlessly
and efficiently. Moreover, Schneider and Bowen (1995: 4) emphasize that the "make-it-or-

break-it" role service employees play is that of linking customers to the organization.

Since bank employees are both physicall); and psychologically close to the customers they
serve, they play at least two important roles, namely, imprc ion managers and gatekeepers of
information. For many bank customers, the service employee is the organization. This means
that the "boundary" emp rees' behaviour and the experiences their behaviour creates for the
customers are service qu ity in the eyes of the customer. Moreover, boundary employees,
being in constant contact with custorﬁers, are an endlessly useful source of insights into
customer attitudes, information on competitor strategies, and ideas about how to enhance

service quality (Schneider and Bowen, 1995:4 -5).
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the roles of the other members of the role set, it is possible to formulate accurate role
expectations. Furthermore, the formulation of role expectations may result in superior quality

for the service encounter.

From the aforegoing, it seems obvious that accurate mutual comprehension of role
expectations is a pre-requisite for a  isfying service experience. Of importance to this
research are the roles of the service customer and service employee as it is influenced by the
service organization. It is therefore posited that the organization influences the interaction, and
this affects the outcome of the encounter which eventually impacts on the overall service

quality.

From the preceding discussion it is appa 1t that the service encounter itself occupies a central
place in much of service marketing. It : ects service quality control, differentiation, delivery
systems, and customer satisfaction. Solomon et al. (1985: 99), summarize the importance of
the service encounter as follows: "the quality of the subjective product - the service experience
- is the true outcome of the service interaction.” An important implication from the discussion
is that the management of service organizations should create an environment [climate] in
which the service employee does not experience any role conflict because this would influence

the service outcome.

In view of the aforementioned, the debate now focuses on the service organization and
attempts to illustrate how the organization [management] can create an environment
conducive to service excellence. Although the concepts organizational culture and
orgamiafional climate are relevant and important to service orgar  ions, the li ature is
sometimes unclear on the difference b ween these concepts. For example, (Schneider and
Bowen, 1995: 238) use the terms "culti :" and "climate" interchangeably, because both have
to do with how employees "make sense" of the work environment. Thus, despite the construct
organizational climate being of relevance to this research, a brief explanation of the

organizational culture and its importance to the organization is provided.
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3.4.2 The Socialization Process

Several researchers (Buchanan, 1974: 533-546; Van Maanen, 1975: 207-228; Feldman,1981:
309-318, Wanous,1992: 170; Kendall,1996: 66) developed models suggesting various stages
which an individual passes through du 1g the formal organizational socialization process.
Wanous's (1992: 170) developed an  egrated view of post-entry formal organizational

socialization as is depicted in Figure 3.3.

FIGURE 3.3: STAGES IN THE FORMAL SOCIALIZATION PROCESS

Stage 1: Confr¢—+-~ and accef organizational reality

- confirmation/disconfirmation of expectations

- conflicts between personal values and needs, and the organizational climates

- discovering which aspects of oneself that are reinforced, not reinforced, and that
which are punished by the organization.

Stage 2- * ~hieving role cl~~*

- being initiated to the tasks in the :w job

- defining one’s interpersonal roles:
- with respect to peers
- with respect to one’s peers

- learning to cope with resistance t change

- congruence between one’s own evaluation of performance and the organization’s
evaluation of performance

- learning how to work within the given degree of structure and ambiguity

Stage 3: Locating oneself within t] organizational context

- learning which modes of one’s own behaviour are congruent with those of the
organization

- resolution of conflicts at work, and between outside interests and work

- commitment to work and to the organisation stimulated by first-year job challenge

- the establishment of an altered self-image, new interpersonal relationship, and the
adoption of new values

Source: Adapted from Wanous, 1992: 170.
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Garvin (1988: 69) maintains that "quality impacts on the bottom line." As aptly reviewed in an
article by Yavas, Arsan and Dilber (1995: 3), a great deal of attention in the area has focused
on the financial services industry, and this focus on the financial services industry is not
without reason. In the banking sector, the products offered are essentially the same, and the
cost structure amongst most banks is also quite equal. The products can also be copied easily
and quickly, so competition based on i ovation will be difficult. Competition is becoming
more difficult in this sector, and will be even more so in the future (Edvardsson et al., 1994:
142; Heydenrych, 1997: 27). Therefore, defining specific quality aspects is a way of
competing. By stressing certain aspects of its service(s), each bank could create a form of'
uniqueness in the marketplace. Furtherm e, the customer's perception of a bank's "product”
is affected more by the services associate with it than by the physical product itself. Since the
products seldom differ, the services associated with them can be significantly different. The
important question is: What can be done to bring the organization into a new mode of

continuous quality improvement?

Managing service quality is one of the greatest challenges facing virtually every organization
whether it is delivering a "pure service" or it is a manufacturing company needing to fully
support its customers. Edvardsson et al. (1994: 20) maintain that improving quality in services
depends on getting the right balance between techniques and methods for improving processes
and systems, and staff attitudes, behaviour and service culture. Superior service quality on a
sustained basis requires that quality become embedded in a company's culture, that quality
become valued. Building a culture for quality involves establishing specific quality standards,
hiring personnel with the capacity to meet those standards, training them to.meet the
standaraé, and rewarding thi  when they are successful. "There is a quality loop, and the loop

must be closed," (Berry, Parasuraman an Zeithaml, 1990: 9).

According to Spechler (1993: 53), the actions of corporate leaders and their commitment to
quality are the most important elements in achieving high levels of quality and productivity
performance. Senior executives lead by personal involvement and visibility in developing and

maintaining a customer focus and an environment for quality excellence.
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4.3 Managing Service Performance and Service Quality

Levitt (1972: 41-52) suggested that service industries have traditionally stressed the
interpersonal nature of the service encounter. This type of linking Levitt maintains, has lead
to a number of failures among service firms. This r archer therefore s sted the
production-line or "technocratic" approach to the provision of services and recommended that
people be systematically replaced by equipment in order to :move discretion from the service
employees” job. Somewhat similar to Levitt, Chase (1978: 137-142) proposed that in order to
improve service quality, the marketing manager should strive to min  ze the direct contact
the customer has with the service system. He further suggested that the goal of service
managers should be to transform high contact service istems into low contact service

systems.

Lovi »ck and Young (1979: 168-178) argued that service productivity has traditionally been
improved in three different ways, namely, by improving the quality of the labour force, ‘by
investing in more efficient capital equipment, and by incorporating technologies which
automate service provision functions formerly performed by service personnel. It is therefore
apparent that Lovelock and Young's suggestion was ¢ ented towards the technological

approach.

Information technology has made it possible to provide service that is personal, personalized
and convenient. Information transmitted instantaneously throughout an organization can
empox;ver either the consymer or the service provider and in some cases both. For the
| consumer, technology-enhanced service systems are libera g because information technology
has automated the service process, by empowering customers and providing them with
personal, personalized and convenient service. Other communication technologies informate

the service process, empowering front-line employees, who in turn empower customers.

Technology provides service staff with superior in rmation that can be retrieved
instantaneously. This information increases the service providers' overall knowlAedg~é of the
service process and makes them capable of critical judgements on matters that would
previously have been handled by upper-level or mid-level managers. Thus front-line employees
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are granted real authority that allows them to better help their customers at the point of initial
custor - contact. When used creatively, new technology is a means for organizations to
provide higher-quality, lower cost, more convenient personalized service, while reducing
"busy work" for employees and consumers. Technology should be a liberating tool that frees
service managers and- employees, ultin ely allowing them to pay more attention to the

customer. Thus, technology is not total quality; there is still a need for the personal touch.

Rather than encouraging a strictly technological approach to improving service quality as
Levitt (1972), Chase (1978) and Lovelock and Young (1979) have done, Berry (1986: 6-8)‘
suggested that a "high touch" approach to services be implemented in conjunction with the
"high tech" approach, thus implying an important role for service employees. Several
researchers (Dabholkar, 1998; Parasuraman and Colby, 1998) assert that services marketing in
the new millenium will not only be characterized by high-tech and high-touch strategy but also
by high touch through high-tech strategy. Computer-based systems that distribute the right
information on individual customers (or their possessions) to the right service provider at the

right time, provide an opportunity to custom-fit the service cost-effectively.

From the above review, it is apparent that two methods of improving the performance of
services, namely, the technological and humanistic approach have been identified. The
technological approach stresses the manufacturing orientation toward service provision,
whereas the humanistic approach recognizes the importance of the employee-customer
interaction during the service provision process. However, while an industrialization approach
to services, as suggested by Levitt (1972) and Lovelock and Young (1979) may seem
appealiﬁg initially, by relying upon indu ial management techniques t! vice mar]

manager is in danger of eliminating the customer orientation which is so vital during the

interactive employee-customer service e ounter.

Some researchers (Lovelock and Young, 1979: 168-178; Silpakit and Fisk, 1985: 117,
Schneider and Bowen, 1995: 3) have ar; ed that it is possible to improve service productivity

by changing consumer behaviour and expectations.
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participatory role in the service provision process. It would seem that advocates of the

"te " olc :al" approach to the management of service performance and quality have ignored
an important factor, namely, the level of sophistication achieved by the customer or target
market. For example, if a bank operate in an area in which the majority of customers are
illiterate or have achieved a low level of education, there is need for more personal interaction
between bank employees and customers  conclude most transactions. Furthermore, serving a
semi-literate segment is bound to result many queries emanating from a lack of knowledge

“ut, or incorrect use of ATM's. By interacting with customers and responding to queries,

bank employees are provided with "opportunities" to impress these customers.

In their attempts to both explain the concept service quality, and manage service quality,
researchers, inter-alia, (Gronroos 1984; Parasuraman et al. 1985; Lehtinen and Lehtinen
1985; Gummesson and Gronroos 1987; Bitner 1988; Le Blanc and Nguyen 1988) have
proposed various models. Since the objective of this research is to contribute to an improved
management of service quality, a disc sion of some of the more important models is

imperative.
4.4 A Brief Review of Some Service Quality Models

Service quality as depicted in Figure 4.1, was first evaluated by Gronroos (1984: 36-44). The
basic premise in Gronroos' model is that service quality is dependent upon the service which
the customer expects and the perceived service. The experienced quality as reflected in Figure

4.1 consists of two dimensions, namely technical quality and functional quality. Technical.
quality ref  to the technical ability or ki ¥-how that a company possesses; it is an objective
assessment [the "What"] comprising such issues as technical solutions, machines and
computerized systems. Functional quality [the "How"] is a subjective assessment comprising
attitudes, internal relations, behaviour, service mindedness, appearance, accessibility and

customer contacts of modern technology.
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By placing the custc 1 in the centre (F  ire 4.1), Gronroos (1990) emphasized that it is the
cl 'r's quality assessments and perceptions that are the touchstone for the company's
quality efforts. Edvardsson et al. (1994: 90) contend that managers and service staff can find
this model [Figure 4.1] helpful to unde: nd how different factors which they can influence,

will affect the customer's perceptions of the quality of the organization’s service.

In an attempt to address some of the limitations of his model, Gronroos collaborated with

mmesson in revising his model (Gw nesson and Gronroos, 1987: 35-39). Gummesson
develope;d an holistic approach to quality (4Q's model) from extensive empirical material from
a large manufacturing company. The 4Q's stand for design quality, production quality, delivery
quality and relational quality. As Edvarc on et al. (1994: 91) rightfully point out, relational
quality is stressed because it can in mar cases counteract minor shortcomings in the other
three qualities. Of relevance to the pre: 1t study is the concept of relational quality, which
implies that good relations between management, employees and customers are of particular

importance for optimum service quality.

Based on the interactive approach to service delivery, Lehtinen and Lehtinen (1985: 110-119)
suggested a two-dimensional and a three-dimensional approach to service quality. The two-
dimensional approach views service qu ity largely from a consumer perspective and the
dimensions are process quality and outpr quality. The concept of process quality is based on
the contention that service delivery and consumption cannot be separated as the customer
takes part in the production process. The level of process quality achieved will depend on the
way in which both the service provider and the service custémer participate in service delivery;
that is, on their participation style. Ift  r participation leisci ary, process q ity
is likely to be high. On the other hand, the three-dimensional approach describes service
quality in terms of physical quality, interactive quality, and corporate quality. Interactive
quality is the result of the interaction between the customer and interactive elements, namely,
the service organization and the service employee. The model of service quality proposed by
Lehtinen and Lehtinen (1985) stresses the participation of the consumer during the service
encounter. Three phases of participation are identified in the model: the joining phase, the
intensive phase, and the detaching phase. During the intensive phase, the actual service
encounter takes place.
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«  aring what they want or expect, to what they actually get or perceive they are getting.
Custome expectations for a particular service shape ti - assessment of the quality of that
service. When there is discrepancy betw 1 customers’ expectations, perceived service quality
will suffer. Even when management fully understands customer expectations, service-quality
problems may occur. The difference between service specifications and the actual service is the
service-performance gap (Figure 4.3). Organizations offering services that are highly
interactive, labour intensive, and performed in multiple locations [for example banks] are
secially vulnerable to this gap. As reflected in Figure 4.3, Zeithaml et al. (1990: 90)
identified seven factors contributing to the service-performance discrepancy. The key
contributing factors as depicted in Figure 4.3 have already been discussed and therefore only

warrant a brief discussion here.

Zeithaml et al. (1990: 89) contend that the service performance gap results when employees
are unable and/or unwilling to perform the service at the desired level. These researchers
emphasize that opportunities for mistakes and misunderstandings exist when service providers
‘and customers interact. Moreover, these researchers argue that a greater varnability is also
more likely in labour intensive services than when machines dominate service delivery. For
example, bank customers who use hur n tellers are likely to experience far more service
variability than those using ATM's. Thus, Zeithaml et al. (1990: 90) assert that maintaining
service quality depends not only on recognizing customer's desires and establishing
appropriate standards but also maintaining a workforce of people both willing and able to

perform at specified levels.

BSee section 2.3.1.
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h' " er degree of consistency in the behaviour of contact person:  as wel more consi nt
and | _ ally higher level of service qu “y. Tl aforen tioned implies that prog
socialization of the serv  employee is imperative for service organizations and can be

beneficial to both the service organization and the service customer.

In view of the aforementioned, it is proposed that:

H1: Formal organizational socialization [FS] of the bank employees is positively associated
with the overall service quality [SQUAL] as perceived by the bank customers.

H2: Informal organizational socialization [IS] of the bank emt)loyees is also positively

associated with the overall service quality [SQUAL] as perceived by the bank custc :rs.

Furthermore, since the literature emphasized that because of the intangibility of most services,

the only tangible cue may be the service employee, it is also hypothesized that:

H3: The bank customers’ perception of the overall service quality [SQUAL] is positiv  y
associated with their perception of the employee ¢ ice quality [EQUAL).

In view of hypothesis H3, it may also be hypothesized that:

H4: Formal organizational socialization of the bank employees is positively associated with the
employee service quality as perceived by the bank customers.

HS: Informal organizational socialization of the bank employees is also positively associated

with the employee service quality as perceived by the bank customers.
4.5.2 Organizational Socialization and the Service Customer

The organizational socialization of the service customer had been discussed to a lesser extent
by Bowen and Schneider (1985), Mills (1986), and Bowen (1986). More recently, Schneider
and Bowen (1995: 88) adopting a HRM perspective have argued that the service customer
should be socialized into the organization. Kelley (1992: 197) on the basis of customer
0 nization membership notion developed by Barnard (1948), and Parsons (1970), maintains
that the service customer is a member of the service organization in the sense that he (she)
- provides resources to the service organization. The resources provided by the customer ranges
on a continuum of tangibility, from intangible (information) to t¢ sible (labour). However,
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Kel = (1992: 198) cautiqns that the active role of partial employee played by the service
custi - ults in the introduction of 1 certainty in the service production process. Some
researchers (Mills and Moberg, 1982: 467- 478, Mills and Morris, 1986: 226-235) contend
that the process of organizational socialization is one method available to the service
organization for reducing customer intro« ced uncertainty. Therefore, prior to performing the
role of "part-time" employee in the service organization the service customer must have the
necessary abilities, skills, and training, as well as accurate role expectations. Moreover, a

r must be sufficiently motivated to perform the role of a partial employee during the
service production. Solomon et al. (1985: 99-11) maintain that the role of the customer in the
service encounter is composed of a set of learned behaviour acquired through the process of
socialization. Kelley (1992: 198) also argued that the process of organizational socialization
provides a means by which the partial employee can attain the abilities, skills, training, and

motivation necessary to develop accurate )le expectations and properly perform the role.

Studies by Schneider and Bowen (1¢ 5. 88) have suggested that the socialization of
customers into the service organization may impact upon customer retention, motivation, and
performance through alteration of the b aviour of the customer. Solomon et al. (1985: 94-
111) have proposed that when customers and service employees "read from a common script”
(both are appropriately socialized into the organization), the service encounter will be more
satisfying to both. The socialized custon  should be more satisfied because his or her service
expectations more closely approximate t'  actual service provided (Smith and Houston, 1983:
59-62). In view of the above discussion, is hypothesized that:
H6: Formal organizational socialization of the bank customers is positively associated with . '
the overall service quality as percer’ | by the bank cust:
H7: Informal organizational socialization of the bank customers is also positively associated

with the overall service quality as perceived by the bank customers.

Furthermore, it can also be hypothesized that:

H8: Formal organizational socialization 'the bank customers is positively associated with
the employee service quality as perceived by the bank customers. -

H9: Informal organizational socialization of the bank customers is also positively associated
with the employee service quality as perceived by the bank customers.
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The type of organizational socialization affects the organizational climate for service, and the
role perceptions of both service customers and employees. This in turn should translate into
enhanced or poor service quality for the customer. In the section which follows, the
intervening variables in the proposed model will be discussed, and various hypotheses will be

proposed.
4.5.3 Organizational Socialization and the Organizational Climate for Service

Schneider, Gunnarson and Niles-Jolley i  794: 17) maintain that the organizational climate is in
a sense the "personality” of the organ 1tion and includes relatively constant vanables in a
work environment. Various researchers (Tyagi, 1982: 40; Schneider et al., 1994: 18, McNabb
and Sepic, 1995: 373) have argued that critical elements of the organizational climate are the
individuals' perceptions of the organiz ion, and it is these perceptions which govern the

employees' behaviour.

Some researchers (Zemke and Bell, 1990: 307; Schneider et al., 1994: 18-20) claim that since
service organization employees have face-to-face contact with customers, this type of work
seems to result in increased stress and strain because employees try to meet conflicting
demands from management and custo ers. Schneider and Bowen (1995: 238) claim that
management can potentially manage er iloyee stress by establishing a climate in which the

employees' desires to give good service are made easier and encouraged.

Schneider and his colleagues (Schneidér and Bowen, 1985: 423-433; Schneider, Gunnarson
and Nile olley, 1994: 17-30) have ¢ lucted a stream of related research on the nature,
antecedents and consequences of an organizational climate. These researchers conclude that
the organizational climate does impact on the performance and job satisfaction of employees.
Furthermore, Mc Nabb and Sepic (1995: 374) identified various dimensions of climate in an
organization which may be measured as the members' perceptions of the organizational
climate. Schneider et al. (1994: 18-19) also contend that the "perceptions" are developed as a

result of interaction within the organizal n.
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The process of organiz_ationa.l sociali ion may provide a means by which the partial
employee could attain the abilities, s Is, training and motivation necessary to develop
accurate role expectations. Mills (1986) argued that the active role of the partial employee
played by the service customer results in the introduction of uncertainty into the service
production process, and through the rocess of organizational socialization the service
organization can reduce customer  roduced uncertainty. This implies that service
organizations could reduce consumer turnover and realize productivity gains when the
undary between their employees and ¢ tomers is reduced. This will enable the organization
to establish socialization mechanisms that would prepare both the consumer and the service
provider to become better participants w 1n the operations. Thus it, it is hypothesized that:
H6b: Formal organizational socialization f the bank customers is negatively associated with
the role ambiguity experienced by the customers.
H7b: Informal organizational socialization of bank customers is positively associated with the
role ambiguity experienced by the ¢ tomers.
Hé6c¢: Formal organizational socialization “the bank customers is negatively associated with
the role conflict experienced by the customers.
H7c¢: Informal organizational socializatic of the bank customers is positively associated with

the role conflict experienced by the 1stomers.

4.5.6 Role and Organizational Climate

Schultz (1982: 445) explains organizatic 1 climate in terms of the role theory. He describes
role ambiguity as a situation that arises when the employee's work role, that is, the scope and |
responsibility of the job and what oth pect of him or her, is so poorly structured as to be
uncertain and ill-defined. This situation occurs when a person is not sure exactly what to do in

executing job related activities.

Role ambiguity also may prohibit an individual from experiencing a sense of accomplishment,
because the individual is unclear about v at ought to be accomplished (Rowland and Ferris,
1982: 402). Several researchers (Dubi ky and Mattson, 1979: 70-86; Micﬁael?, Cron,
Dubinsky, and Joachimsthaler, 1988: 376-383) concur that role ambiguity has a negative
impact on job outcomes. |
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4.6 1mmary

This chapter which provided a premise for this research evolved from the literature discussed
in the previous chapters. A discussion of the concept "service quality” was followed by an
overview of the various service quality models. The following key conc _ s/variables were
also discussed, namely, the organizational socialization of service employees and service
customers, the organizational climate for service, role __iguity and role conflict. 1 ied on
the literature, a conceptual model for research was proposed. Based on the pr« , rsed 1, a

number of hypotheses and sub-hypotheses were postulated.

In the chapter which follows, the methodology and statistical procedures used to empirically

test the hypotheses will be explained.
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with a di it quartimin  tion ( 'h & Sampson, 1966: 313-323) of the unrota
factor  itrix. Varan ained by the factors are irrelevant (and therefore not
reported) because the aim of EFA is not data reduction, rather to assess the discrimin ¢

and construct validity of the measuring instruments (Wille 1996).
5.6 Pre-Testing, Pilot Testing and Refinement of MeasL. _1g Instruments

After the draft questionnaires were developed, they were circulated togéther with the
objectives of the study, among 2cader : colleagues for inputs and s1  jestions. After revision
by means of changing the wording, scaling, overall appearance and sequence of questions, the
questionnaires were referred to two academic researchers for comments. The quest 1naires
were revised once more before being used to conduct a pilot study in a branch of a major

commercial bank.

It was intended to conduct personal interviews with both bank employees and customers in
order to pilot-test the questionnaire. However, this was not possible because the bank
manager was not supportive. The researcher was only allowed sufficient time to brief e bank
staff about the research and request their assistance in distrit ing the customer
questionnaires. Ten employee questionnaires and 50 customer questionnaires were distributed.
After a two-week period, only four employee questionnaires and 11 customer questionnaires

were returned.

Detailed statistical analysis of this data was not possible because only §ix customer responses = -
could be matched with four employee responses. Any attempts to analyze the data, for
example chi-square (x°) to determine whether the observed data supports the hypothesis, was
not possible as Cochran's rules (Cochran, 1954: 417-451) regarding low cell values were being

violated.

Although it became apparent from the pilot survey that the questionnaires were too long, no
major changes could be made to the final questionnaire because the objectives (;f the study
would not have been achieved. It also became evident that the researcher would have very
little control over the customer response. This became apparent since all customers preferred
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to complete the questionnaires at home and not in the bank, or in the presence of the bank
employee. This was expected, since customers who have spent time in queues, would not be
willing to "waste" more time in the | nk. In the final survey, customers were therefore
provided with reply paid envelopes so tt  they could complete the questionnaires at leisure, in
the privacy of their home. It also became apparent from the pilot study that respondents were
ignoring negatively worded questions. though it would have entailed reverse-scoring, the
negatively worded items were included  desist respondents from responding "mechanically"
or in a set pattern. However, in the final questionnaire, the negatively worded items were

rephrased.
5.7 Data Analysis and Testing of Hypotheses

Concepts such as service quality, formal and informal socialization, organizational climate,
role ambiguity and role conflict cannot be directly observed, but are represented by latent
variables which stand in relationship with other observable (manifest) and unobservable
variables. Although latent variables cann be observed directly, they can be constructed from
a number of scales which themselves are measurable. The latent variables in this study were
measured by means of items or questions.” These items which are intended to measure the
latent variables are known as manifest variables. Measuring latent variables in terms of
manifest variables implies dependence re ionships between each latent variable and a set of at
least two manifest variables. Each of these relationships is either a dependence or covariance
relationship. The dependence relationship that exists between a latent and manifest variable
leads to structural equations which in tﬁm_ lead to mathematical models involving parameter

es. Thus models we ¢ eloped to explore the structural relationship between the

manifest and latent variables in this study.

The first phase of the model building process was the identification of the latent and manifest
variables. The reliable and valid items constructed to measure the overall service quality,
employee service quality, formal socialization, informal socialization, role ambiguity, role
conflict, and the organizational climate were incorporated into models for the; c;stomer,

employee and the matched employee-customer groups.
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Wille (1996) proposed a stepwise pro  dure for the empirical evaluation of latent variable
models. This procedure consists of St wise Reliability Analysis and Stepwise Exploratory
Factor Analysis to obtain the optimal measuring instruments (in terms of reliability and
validity) based on the data. Once t! : measuring instruments have been obtained, the
corresponding structural equation model is fitted to the data. Wille (1996) showed that this
method leads to an improvement of the goodness-of-fit indices for each of the ten examples
that he considered. More recently, Browne, Cudeck, Mels and Tateneni (1998) provided a

re to improve the Stepwise Ex oratory Factor Analysis of Wille’s (1996) method.
The application of this procedure to Wille’s (1996) stepwise method shows that Wille’s (1996)
initial results were conservative since t improvements in the goodness-of-fit indices were

incredible.

In analyzing the data, the following steps were followed:

¢ amodel was developed based on knowledge and current theory,

e patterns of associations were established among the variables in the model,
e path coeflicients were calculated for the model,

e measures of fit of the model were conducted, and the results interpreted.

The data analysis was undertaken in three stages. Each data set, customer, and the employee
was analyzed separately. Thereafter, the employee data was matched with the customers’ to
determine the effects of the encounter experience on service quality. The data from each
sample was analyzed with reference to an hypothesized model, but as will become apparent

the hypothesized model had to be amended to include only reliable and valid variables.

To be able to match the employees with the customers, codes were inserted on the
questionnaires.*® Each bank, employee and customer questionnaire was coded in order to be
able to identify the respondents. Since each employee was requested to distribute five
customer questionnaires, to be able to n tch the employees with the customers, the coding
was done as follows: Bank A, Employee 1, Customers 1-1, 1-2, 1-3, 1-4 and 1-5; Emp~loyee 2,
Customer 2-1, 2-2, 2-3, 2-4 and 2-5 etc. The same procedure was followed for Banks B and

C.
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5.8 Summary

This chapter dealt with the research design, as well as with the techniques used to assess the
reliability and validity of he measuring instruments, and analyze the data. In the next chapter,

the significant findings wul be reported, and a discussion thereof will follow.

**This was also necessary since each bank requested a report on service quality.
: 114












e both the customers and employees viewed the orgi ~ al ialcl 1| asl
custon  service,
e the customers perceived the  plo. : and the ov | service qi ity | r

banks as being high, and

e the customers and employees did not experience a great deal of ambiguity and conflict.

6.4 Empirical Findings: Customer Sample
6.4.1 Reliability of Customer Measures

The Cronbach's (1951) coefficient alphas resulting from Stepwise Reliability Analysis (Wille
1996) which was perforn | on the various measuring instruments included in the cu mers'
questionnaire are reported in Table 6.3. Since Nunnaly (1971) recommends that instruments
which have a coefficient of reliability of at least 0.70 and higher are acceptable for use, it is
evident that all the customer measures are fairly reliable. However, since certain latent
variables had too many measurements, it was decided to reduce 1 : number of individual

measurements by averaging individual measurements to create adapted measurements.*!

*! Stepwise Reliability Analysis was performed on the original instruments before combining
items.
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The method of combining items is arbit  y rather than random. A sequential combination was
performed based on the empirical fact that all items are reliable and valid indicators of the
latent variables of interest. It may not 1 :an optimal combination, since we are not aware of
Monte Carlo studies that have invesi ated this. To ensure that the adapted measuring
instruments (Table 6.4) adhered to Nu: aly’s (1971) standards, they were also subjected to
Stepwise Reliability Analysis. This procedure resulted in item EQ1 [EQ2+EQ3+EQ4/3] being
deleted because the Cronbach’s (1951) coefficient alpha did not meet Nunnally’s (1971)
standards. It is evident from Table 6.5 that the seven latent variables are measured with
acceptable levels of reliability (internal consistency) by their respective adapted measuring

instruments.

TABLE 6.5: CRONBACH'S ALPHA COEFFICIENTS FOR THE ADAPTED
CUSTOMER MEASUREMENTS

INSTRUMENT REFINED CO- REFINED CO-
ITEMS EFFICIENT ADAPTED EFFICIENT
ITEMS*
Formal
Socialization S1,83,584 S6,57 0.807 S1,83,54,56,S87 0.807
Informal
Socialization S5, S9 0.847 S5,59 0.847
Role RA2,RA3 RA4, 0.861 RA2 RA3 RA4 RAS, 0.861
Ambiguity RAS.RA6 RA6
Role
Conflict RC1.RC2 0.886 RC1,RC2 0.886
Oorganizational 0C7,0C9,0C10,
Climate 0C11,0C12, 0.961 0C1,0C2,0C3,0C4 0.949
0C13,0C16,0C17,
0C18,0C19,
0C20,0C21,
0C22
Overall
Service Quality S06,5Q7,SQ8, 0.974 SQ1,5Q2,5Q3,5Q4, 0.966
$Q9,5Q11,8Q12,
SQ13,SQ14,8Q15,
$Q16,5Q17,8Q18,
S$SQ19,5Q20.SQ21.
SQ22
Employec EQ2,EQ3.EQ4,
Service Quality EQ5,EQ6,EQ7, 0.963 EQ2.EQ3,EQ4 0.933
EQ8,EQ9,EQ10, -~
EQ11,EQI12,EQI13
EQI14,EQ15

**For the refined adpated items, OC1, SQ1 and EQ2 are aggregate or combined items.
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6.4.2 Validity of the Customer Measures

To assess the discriminant and construct validity of the empirical measuring instruments, they
were subjected to [EFA] Stepwise Exploratory Factor Analysis (Wi : 1996). In Step 2 of
EFA, the measuring instruments were subjected to a Principal Factor Analysis with a  rect
Quartimin Rotation (Jenrich and Sampson 1966) of the unro ed factor matrix by 1 ag
BMDP4M (Frane, Jenrich and Sampson 1993).

The results of Exploratory Factcr Analysis [EFA] for the adapted customer measuring
instruments [Table 6.5] a  reflected in Table 6.6. Variances explained by the factors are
irrelevant (and therefore not reported) because the aim of EFA is not  ta reduction. = e
aim of EFA is to assess the discriminant and construct validity of the measuring

instruments (Wille 1996).
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Table 6.17 shows that with respect to the service emplor , all the adapted r ing
instruments possess ac« :able leve of discr nant and construct validity, since they load

with loadings above 0.4  ummel, 1967: 444-480) significantly only on one factor.
6.5.3 Significant Findit ;: Employee Sample

As will be evident from the matched employee-customer model (Figure 6.4), the latent
variables Formal Socialization and Role Conflict were removed because their measuring
instruments lacked validity. Since the theory suggested that these variables may influence
employee behaviour, it was decided to develop an alternate model using the employee data.
The hypothesized model presented in Figure 4.5 was adapted in terms of the latent variables
and the resulting empirical factor structure (Table 6.17) to develop the revised model (Figure

6.2) for the employee sample.

FIGURE 6.2: HYPOTHESIZED EMPLOYEE MODEL

] ROLE ORGANIZATIONAD
AMBIGUITY »> CLIMATE
..|.

-
ROLE
CONFLICT

The employee model was also fitted to the observed data using the computer programme
RAMONA (Brown and Mels 1990), by specifying an analysis based on sample correlation
matrix with maximum likelihood estimation. The resulting maximum likelihood estimates and

significance information in terms of P values are shown in Figure 6.3.
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6.6. Empirical Findings: Matched En  oyee-Customer Sample

6.6.1 Reliability of the Matched Employee-Customer Measures

Table 6.21 shows the reliability coefficients yielded by the original matched employee-

customer data. It is evident that for the matched sample, the original measuring instruments

ptable levels of reliability.

TABLE 6.21: CRONBACH'S ALPHA COEFFICIENTS FOR THE ORIGINAL
MATCHED EMPLOYEE-CUSTOMER MEASUREMENTS

ORIGINAL COEFFICIENT REFINED Co-
INSTRUMENT ITEMS ITEMS EFFICIENT

S $2,54,85,89,811,
Socialization ©11.812,813 0.802 S13 0.832

Informal 33,56,58, S10,
Socialization S14.815 0.505 S6,88,S15 0.704

Role RA2.RA3.RA4,
Ambiguity RA1-RAl6 0.907 RA5RAG6.RAT7, 0.896
RA8.RAIRAIOQ,

RA11,RA12,
RA13.RA14,
RA15RA16

Role RCI1,RC2RC3,
Conflict RCI1-RC7 0.850 RC4.RC5.RC6, 0.857
Pf“'l

0C3.0¢4,0C7,

Organizational 0C1-0C22 0.930 0C8,0C9,0C10, 0.940

Climate 0C11,0C12,

: 0C16,0C17,

- 0C18,0C21,
0C22

|| 8Q: ,
Service Quality $Q1-5Q22 0.972 $Q8,5Q9,5Q11, 0.973
$Q12,8Q13,
$Q14,5Q15,
$Q16,5Q17,
$Q18,5Q19,
$Q20,5Q21,
sQ22
Employee EQ2,EQ3,EQ4,
Service Quality EQI-EQI6 0.965 EQ5,EQ6.EQ7, 0.967
EQ8,EQ9,EQI0, T
EQI11,EQI2,
EQI13,EQ14,
EQI5,EQ16
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meet Nunnally’s (1971) standards. Table 6.23 shows the results of Stepwise Reliability

Analysis using the adapted customer-employee measures.

TABLE 6.23: CRONBACH'S ALPHA COEFFICIENTS FOR THE ADAPTED

MATCHED EMPLOYEE-CUSTOMER MEASUREMENTS

i REFINED Lu- FINAL FINAL
INSTRUMENT ITEMS EFFICIENT ADAPTED CO-
ITEMS36 EFFICIENT
Formal $2,54,85,89,S11, $1,S2,83
Socialization S13 0.832 0.835
Informal $6,58,S15 $6,S8,S15
Ty noe _ 0.704
Kole KAZKA3KASG, KAZ KAS.KA4
Ambiguity RAS,RA6,RA7, 0.896 0.889
RA8.RA9,RAIO,
RA11,RAI2.RA13,
RA14,RAIS,
RA16
Role RC1,RC2,.RC3RC4, RC2,RC3
Conflict RC5RC6,RC7 0.857 0.840
Organizational 0C3,0C4,0C7, 0C1,0C2,0C3,0C4
Climate 0C8,009,0C10, 0.940 0.908
0C11,0C12,
0C16,0C17,
0C18,0C21,0C22
Overall $Q3,5Q6,5Q7, $Q1,8Q2,5Q3,
Service Quality $Q8.5Q9,8Q11, 0.973 SQ4 0.961
SQ12,5Q13,5Q14,
$Q15,5Q16,8Q17,
SQ18,5Q19,5Q20,
$Q21,8Q22
Employee EQ2,EQ3,EQ4, EQ1,EQ2,EQ3,
Service Quality EQ5,EQ6.EQ7, 0.967 EQ4 0946
‘ EQ8,EQ9,EQI10, '

6.6.2 Validity of the Matched Employee-Customer Measures

The adapted measuring instruments (Tabie 6.23) were subjected to Exploratory Factor

Analysis (Wille 1996). The results are presented in Table 6.24.
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6.6.3 Significant Findings: Matched Employee-Customer Sample

In terms of the latent variables and the resulting empirical factor structure (Table 6.26), the
hypothesized research model (Figure 4.! was adapted to develop a revised model (Figure 6.4)

for the combined employee-customer sample.

FIGURE 6.4: HYPOTHESIZED EMPLOYEE-CUSTOMER MODEL

NFORMAL _ OVERALL

SOCIALIZATION SERVICE
QUALITY

+
ORGANIZATIONAL 4
T TVMATE
+
ROLE > EMPLOYEE
AMBIGUITY SERVICE

QUALITY

The model depictéd in Figure 6.4 was . o fitted to the observed data, using the computer

program RAMONA (Browne and Mels 1990), by specifying an analysis based on sample

correlation matrix with maximum likelihood estimation. The resulting maximum likelihood

estimates - with their associated significance information in terms of P values are .shown in

Figure 6.5. It is evident from Figure 6.5 that informal socialization of the bank employees is

not significantly associated with:

e the overall service quality as perceived by the bank customers (0.067; p>0.05), hypothesis
H2 is rejected, and

e the employee service quality as pe ceived by the bank customers (-0.067, p>0.05),
hypothesis HS5 is rejected. -
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overall service quality. Several resear ers (Julian and Ramaseshan, 1994: 33; Larkin and
Larkin, 1996: 95) concur that the em; )yee plays a significant role and this may influence

customer satisfaction and service quality.

The literature implied that although the service em loyee may be the most visible aspect of
poor service, the system in which the employee functions is sometimes the primary culprit.

od (1994: 4-7) and Houston (1994: 505-520) suggested that a pleasant working
environment manifested by management’s commitment to a set of values regarding the service,
should translate into enhanced service quality through its effects on employee behaviou1:.
However, from this case study it emerged that the organizational climate as perceived by the
banks’ employees did not influence the customers’ perception of the employee service quality.
This became apparent despite there being a marked positive relationship between the employee
service quality and the overall service g lity. The aforementioned suggests a need for further
research, perhaps among a larger sample, to either support or refute the suggestions in the

literature.

It also became evident that, the higher the level of informal socialization perceived by the
employees, the less role ambiguity the employees will experience, and vice-versa. On-the-job
training in a service organization is not likely to increase employee ambiguity despite the
interference of customers and other employees. Although training apart from the work context
may allow the employees to focus on ta -related knowledge and skills without interference of
work activities, it has emerged that i1 >rmal training may be effective in socializing bank
employees. Consistent with the theorizing by Van Maanen and Schein (1979), and Jones
( 1986'),‘H‘ line and F 2l (1993: 40) also  »orted that informal socialization maintained a

strong negative relationship with the employee role ambiguity.

Furthermore, it also became apparent 1 it the less role ambiguity the employees experience,
the "warmer” they will perceive the org 1izational climate and vice-versa. This finding is also
supported by previous studies (Hartenian et al., 1994: 49; Hartline and Ferrel, 1993: 38).

According to Zeithaml and Berry (1996 303-304), ineffective recruitment of service oriented
employees can result in employees experiencing role conflict and role ambiguity. Although
these researchers assert that role conflict and role ambiguity can contribute to the failure of the
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CHAPTER 7

SUMMARY OF FINDINGS AND MANAGERIAL IMPLICATIONS

7.1 Introduction

The purpose of this chapter is to summarize the main findings, and discuss the managerial
im_ cations thereof. Some limitations of this study, as well as the implications for further

research are also mentioned.
7.2 Significant Findings

As stated in the introductory chapter, the purpose of this study was to address the following

question: Does the type of organizatior socialization of the service employees and service

customers affect the customers’ perception of the overall service quality and the employee |

service quality? More specifically, this research was conducted in an effort:

o develop a conceptual model to illustrate the relationship between the type of
organizational socialization and service quality, and

e to empirically explore the relationship between the type of organizational socialization and

service quality.

The relationship among some intervening variables suggested in the literature (discussed in
Chapter 4), namely, the organizational climate for service and role (role clarity and role

ambiguity) was also explored.”’
7.2.1 Formal/Informal Socialization-Service Quality

It was ascertained that both formal and informal socialization of the bank customers is
positively related to their perception of the employee service quality, and the overall service

quality.

37 Refer also to Chapter 4, Sections 4.5.1-4.5.7.
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Howe' , there is no significant associ on between the role ambiguity and role conflict
:nced by both the custon  and the employees with the customers' perception of either

the employee service quality or the overall service quality.
7.2.4 Organizational Climate-Role-Service Quality

The organizational ¢ ite as perceived by the customers is strongly positively associated with
the role conflict and role ambiguity ex rienn by the customers. Furtl re, the role
ambiguity experienced by the employees is also positively associated with their perception of
the organizational climate. Since the cu >mers’ perception of the organizational climate is
positively associated with the overall service quality, it may be assumed that the role
perception by both the employees and the customers is indirectly associated with the overall

service quality perceived by the customers.
In terms of the empirical evidence, the revised organizational socialization-service quality

linkage model is depicted in Figure 7.1. s figure also encapsulates the relationship among

the variables.
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Banks should improve their  )loyees' perception of the organizational climate by adopting
both "infc 1" and "informal" sociali: ion strategies. All employees should be afforded the
opportunity to participate in formal and informal training offered by the head office and at
branches. Both formal and informal training should be conducted on an on-going basis, and
formal programmes should not be restricted to new employees only. Upon return from a
formal training programme, workshops or seminars should be held at the branches to acquaint
everyone within the branch. Written :mos may also be used to disseminate information
within the branch. Special in-branch training programmes should be developed an{i

implemented to familiarize staff with the local conditions.
7.3.3 Managerial Implications Regarding Service Encounters

In view of the rapid changing technology, in financial services marketing there are limited
opportunities to impress the customer. Contact points should be treated as opportunities; thus
the opportunity to create a favourable impression must be cherished and not let to slip by.
Furthermore, since customers pass judgement on the business at contact points, contact points
should be managed. Moreover, since service encounters are first and foremost "social
encounters" services marketers must tru  understand the underlying bases of their businesses.
The unit of analysis in marketing should be the relationship, the mutual recognition of some
special status between exchange partners that is the result of a successful series of encounters.
Since service firms are often in direct « 1tact with their customers, they have the ability to
build paralle] economic and personal ties with their customers. Such strong ties would enable
the firm to better serve its customers and to deter competitive efforts to win those customers

away.

Since the organizational climate for serv = as perceived by both the customers and employees
is positively associated with their perception of the service quality, it is important that when
customers enter the service organization, they perceive it as being service oriented.
Furthermore, once customers arrive at the service facility, their on-site attitudes and
behaviours are added to that of the employees’ as ingredients affecting o‘rga.n‘izational
effectiveness. In order for customers to positively experience their organizational
surroundings, service firms need to  n: :the " 1ate for service.
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APPENDIX A

BANK EMPLOYEE QUESTIONNAIRE
CODE:

Please read the instructions in each section and circle (O) or cross (X) the option
chosen by you. THERE ARE NO RIGHT OR WRONG ANSWERS. Please feel free
to respond as honestly as possible. YOU CANNOT BE IDENTIFIED BECAUSE
YOU ARE NOT REQUIRED TO SUPPLY YOUR NAME OR EMPLOYEE NUMBER.

Please leave the completed questionnaires with the designated person for collection
by me.
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For questions 5 - 7, place a cross [X] in the relevant column.

5. Do you consider the customer as a member of the bank?

YES | NO

6. How long have you been employed at this bank?

Less than 1 year
One year but less tha gars

Two years but less th: years

More than 5 years

7. What is your highest educational qualifications?

Standard 10 or equivalel
Standard 10 plus diploma

| Standard 10 plus certificate
Standard 10 plus degree
Standard 10 plus higher ree

THANK YOU xx ENKOSI xx DANKIE
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1. With reference to YOUR EXPERIENCE with this bank, please indicate
your agreement or disagreement with each statement [1 = STRONGLY
DISAGREE; 2 = DISAGREE; 3 = NEUTRAL; 4 = AGREE; 5§ =
STRONGLY AGREE]

EXAMPLE: If you neither agree nor disagree with S1, CIRCLE [O] or place a

‘oss [X] against option 3.

S1 | My bank has informed me of the ¢ iural values that are important to it 1

S2 | Since becoming a customer of this bank, | have learnt about its history from 1
other customers

S3 | When | first became a customer of this bank, | was thoroughly familiarized 1
with the banking procedures

84 | My bank has informed me as to what is expected of me as a customer 1

S5 | Much of my knowledge about this bank has been acquired through trial and 1
error

S6 | When | first became a customer of this bank, | was involved with other new
customers in common orientation tivities 1

S7 | | have been through a set of orien tion experiences that was specifically

designed to give new customers a thorough knowledge of this bank 1
S8 || am gaining an understanding of y role in this bank by observing other 1
customers

S9 || have generally been left alone t¢  scover what my role in this bank should |1
be
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6. With regard to the BANK EMPI

YEE who served you, please indicate

the degree of your agreement or disagreement with the following: 1 =

STRONGLY DISAGREE; 2 = DISAGREE; 3 = NEUTRAL; 4 = AGREE; 5

= STRONGLY AGREE.
THE BANK EMPLOYEE:

rEQ1 Was neatly attired 2131415
EQ2 Understood your needs 2131415
EQ3 Was willing to help 2131415
EQ4 | Was courteous 213 (4 |5
EQ5 Was prompt 2131415
EQ6 Gave you personal attention 2131415
EQ7 Treated your transaction confidentially 2131415
EQ8 Was able to answer queries 2131415
EQ9 Delivered on promises to do something by a certain time 21314 15
EQ10 | Had your best interest at heart 213 1{4 15
EQ11 | Was sincere in solving your problem/s 2131415
EQ12 | Performed the service right the first time. 213 14 15
EQ13 | Was never toq busy to respond to your requests 213 14 15
EQ14 | Told you exactly when the service will be performed. 21314 1|5
EQ15 | Made you feel safe in conduc g your transaction with him/her 21314 15
EQ16 | Used language which you col { understand 21314 1|5

7. Overall, how satisfied you are: [1 = VERY DISSATISFIED; 2 =

DISSATISFIED; 3 = NEUTRAL; 4 = SATISFIED; 5 = VERY SATISFIED]
with the service provided by:

This bank 213145
The bank staff o lalals
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8. How long have you been v ng this bank?

— e

One year but less than 2 years

Two years but less than 5 years

More than five years

THANK YOU xx ENKOSI xx DANKIE
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