

















The fact that the research took place in South Africa highlights the importance of
taking into consideration the context within which the service organisation operates
but at the same time supports the development of a global understanding of the role of
HRM in service organisations and of our understanding of service-orientated

behaviour.
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Definitions and Terms

African-a) pre-1995-individual with a black skin belonging to one of the native
tribes; b) post 1995- “someone who classifies him/herself as such” (Labour Force
Survey, February, 2002 :xiii)

Afrikaaner — descendents of Dutch, German and French settlers that came into being

as a group by the end of the eighteenth century (Thompson, 1990)
Black- includes African, Coloured and Indian

Coloured-a) pre-1995-individuals of mixed race who descend in varying proportions
from local Khoisan, Whites and slaves brought in by the Dutch East Indian Company
from Africa, Malay and Asia (Thompson, 1990); post-1995-“someone who classifies
him/herself as such” (Labour Force Survey, February, 2002:xiii)

Community, social and personal services- this includes public administration,
defense activities, central government activities, police, education, health and social
work, recreational, cultural and sporting activities and entertainment (N.Shabalala

(Statistics South Africa), e-mail communication, 4 February, 2003).

Convenience sampling-people or other units are taken from those who are readily
available (Leedy & Ormrod, 2001).

Dependent variable- “presumed effect of, or response to, a change in the
independent variable(s) (Hair, Anderson, Tatham & Black, 1998:2)

Economically active- all workers and unemployed persons as per the strict definition

of unemployment (Labour Force Survey, February, 2002:xii).

Financial and business services-financial intermediation, insurance, real estate and
business service. This includes renting of transport equipment (N.Shabalala (Statistics

South Africa), e-mail communication, 4 February, 2003).

Formal sector-“all business registered in any way” (Labour Force Survey, February,’
2002:xiii)



Frontline employee or staff/service provider/service worker — those employees

who deal directly with the customer of their organisation

Human Resources Management practices-covers the HRM activities such as
selection, training, human resource development, compensation, performance

management and also how managers behave and lead employees.

Human Resources Management(HRM)-“distinctive approach to employment
management which seeks to achieve competitive advantage through strategic
deployment of a highly committed and capable workforce using an integrated array of
cultural, structural and personnel techniques” (Storey, 1995:5).

Independent variable- “presumed cause of any change in the dependent variable”
(Hair et al, 1998:2)

Indian-a) pre-1995-individuals descended from settlers and slaves from India; b)
post-1995-“someone who classifies him/herself as such” (Labour Force Survey,

February, 2002:xii1)

Informal sector- “those businesses that are not registered in any way. They are
generally small in nature, and are seldom run from business premises. Instead, they
are run from homes, street pavements or other informal arrangements” (Labour Force

Survey, February, 2002:xiii)

Intervening variable- a presumed cause for changes in the relationship between the

independent and dependent variable.

Majority group-by virtue of the largest group membership and/or has the most

power.

Managers- employees who have the responsibility to manage a department and in

most cases would have other employees reporting to them

Minority group-by virtue of fewer group members than the majority group and /or

has less power than the majority group.

Organisational commitment-“the relative strength of an individual’s identification

with and involvement in a particular organization” (Mowday et al, 1979:226).



Personnel management- refers to the traditional approach to personnel management
emphasising an administrative role with the principal activities of recruitment, record
keeping and welfare. Tends to be reactive and is characterised by bureaucratic and

mechanistic structures (Pilbeam ,S & Corbridge,M. , 2002).

Primary industries- includes “agriculture, forestry and fishing, and mining and

quarrying (Labour Force Survey, February, 2002:xiv)

Purposive sampling-people or other units are chosen for a particular purpose. For
example that they are typical of a group or will provide different perspectives (Leedy
& Ormrod, 2001).

Reliability-“extent to which a variable or set of variables is consistent in what it is
intended to measure”. The emphasis is on how it is measured (Hair, Anderson,
Tatham & Black, 1998:3)

Sampling method- the way that a sample is selected or taken from the population

being research.

Secondary industries- includes “manufacturing, electricity and other utilities, and

construction” (Labour Force Survey, February, 2002:xiv).

Service climate- the perceptions individuals have of what is important in the
organisation in terms of service quality and service delivery (Kelley, 1992; Schneider
& Bowen, 1995).

Service culture- the core values, assumptions and meanings of the way the
organisation functions in terms of service quality and service delivery (Kelley, 1992;

Schneider & Bowen, 1995).

Service encounter- an interaction between two people within a service context

(Czepiel, Solomon, Surprenant & Gutman, 1985:3).

Service sector- “ the portion of a nation’s economy represented by services of all
kinds, including those offered by public and nonprofit organizations” (Lovelock &
Wright, 1999:5).



Service industry- defined by the core products offered to the customer. These will
include such groupings as hospitality, retail, car rental,” banking and

telecommunications (Lovelock & Wright, 1999).
Service organisation - a specific organization operating in a service industry.

Service-orientated behaviour- the behaviours engaged in by a frontline employee
when interacting with a customer that is geared to creating a positive service

experience for the customer

Services- activities, benefits and satisfactions that are for sale or are part of the sale of
goods (Regan, 1963:57).

Tertiary industry- includes “trade, transport, financial and business services, and

social, personal and community services” (Labour Force Survey, February, 2002:xiv).

Transport-transport (taxis, buses, railways, air transport, shipping), storage and
communication (N.Shabalala (Statistics South Africa), e-mail communication, 4
. February, 2003).

Unemployment (expanded definition)- As per the strict definition but a person did
not need to be available for work within a week and they need not have taken any

specific steps to find work (Labour Force Survey, February, 2002:xii).

Unemployment (strict definition)- those people aged between 15-65 years; who
were not in paid employment or self-employed; who want to work and were available
for paid employment or self-employment within a week of interview; and have taken
specific steps during the four weeks prior to the interview to find paid employment or

self-employment (Labour Force Survey, February, 2002:xit).

Unit- an outlet of the service organisation. For example: store, resort, hotel, casino,

and rental agency.

Validity- “extent to which a measure or a set of measures correctly represents the
concept of the study” and “is free from any systematic or non-random error”. The

emphasis is on what should be measured (Hair et al, 1998:3)



White- a) pre-1995-individual with a white skin (not of Asian origin); b) post 1995-
“someone who classifies him/herself as such” (Labour Force Survey, February,
2002:xii1)

Wholesale and trade-wholesale and retail trade, repair of motor vehicles,
motorcycles and personal and household goods; hotels and restaurants (N.Shabalala

(Statistics  South  Africa), e-mail communication, 4 February, 2003).



Chapter 1

1 INTRODUCTION

Dedicated to “the thousands of frontline people who do their jobs expertly day after
(often weary) day and thus make life much easier for all of us.”

(Carr, 1990:ii)

Frontline employees are critical to the success of service organizations. In the eyes of
the customer they are the service providers, and carry the responsibility of projecting
their organisation’s image and creating a satisfying service experience for the
customer (Schneider & Bowen, 1995; Bowen & Lawler, 1992; Redman & Mathews,
1998; Bettencourt & Brown, 1997). The focus in outstanding service organizations is
not on setting profit goals or developing market share but on these employees and
their customers. The significance of frontline employees and the work they perform
should not be underestimated (Frenkel, 2000). Service work increasingly dominates
advanced economies and the interface with the customer has been radically
transformed by technology and intensified international competition (Frenkel, 2000).
Essentially the customer’s service experience rests in the hands of the frontline
employee. It is therefore critical that these employees are competent and motivated to
deliver service that will result in customer satisfaction. Meeting the needs of these
employees through high quality human resource practices is critical in the pursuit of
service quality (Schneider & Bowen, 1993). It forms the foundation to providing
excellent customer service. Employees who feel valued and supported will actively

invest their energy into providing quality service to customers.

1.1 Statement of the Problem

Service organizations throughout the world compete in an increasingly competitive
global economy and as a consequence they seek to gain competitive advantage
through the effective mobilization of their employees who are recognized as a
valuable resource. Service organizations in South Africa are also part of this trend. As
a country, South Africa has emerged from 40 years of apartheid, transformed into a
multi racial society and a democracy and become a new player in the global economic

and political arena. However, in order to stay competitive South African organisations



have had to overcome not only the challenges of having to become globally
competitive but also the legacies of apartheid. Most frontline employees in South
Africa are Black (African, Coloured and Indian) and they make up the majority of the
uneducated and lesser-educated population. Sixty nine percent of service workers are
Africans, 10.9% Coloured, 3.7% Indian and 16.7% are White (South Africa Survey,
2000-2001). Sixty percent of the economically active African populatidn have less
than nine years of education, 39% Coloureds, 8 % Indians compared to 2% Whites.
The result is a lack of available skilled labour, particularly amongst the African
population who make up 72% of the economically active population (Labour Force
Survey, 2002). The IMD World Competitiveness Report (2002) ranks South Africa 46
out of 49 on the Human Development Index (economic, social and education
indicators) and lists the unavailability of skilled labour as a weakness in the national
competitiveness sheet. Many South African companies also suffer from low
productivity and low levels of trust and motivation in their workforces (Thomas &
Doak, 2000, IMD World Competitiveness Report,ZOOZ). South Africa is currently
ranked 39 out of 49 countries on the world competitiveness scoreboard (IMD World
Competitiveness Report, 2002). Although this is up from 42nd place in the year 2001,
it is still being compromised by key challenges such as improving education and skills
development, creating employment and alleviating poverty, fighting HIV/AIDS and
effectively combating crime (IMD World Competitiveness Report, 2002). Ranked 30
out of 49 for business efficiency, the extent to which enterprises within the country
can perform in an innovative, profitable and responsible way is being severely
compromised by the lack of competent senior managers with international experience,
hostile labour relations and the loss of well educated people which exacerbates the
already limited pool skilled labour. Strengths that are assisting South African
organisations in terms of business efficiency is an overall increase in productivity,
more females in the workplace, a high level of social responsibility and the

management of share holders interests (IMD World Competitiveness Report, 2002).

In line with global trends in the world economy, the service industry is making an
increasing contribution to South Africa’s GDP. The composition of the GDP by sector
indicates that services is as high as 66% while agriculture and industry make up only
7‘ 3% and 31% respectively ((World Fact Book,2002). Services accounts for 70.3% of
total employment in South Africa with a shift to the tertiary rather than the secondary



sector in new job opportunities (IMD World Competitiveness Report, 2002; Labour
Force Survey, 2002). South Africa is seeking to change its image as a poor service
provider due to increased foreign and domestic competition and globalisation as a
result of technology and reductions in trade restrictions. Today’s South African
customers are able to select from a product range that offers more choice, superior
quality and competitive pricing. As a result, to stay competitive it is critical for South
African SCrvice organizations to focus on delivering quality service to their customers.
As Carr (1990:9) puts it “there are two types of businesses: customer focused
businesses and targets”. The customer has become the driver of the economy with
organisations taking on “customer-centered “rather than “process-centered” thinking
(Jones, 2000:26).

The management of service organisations in South Africa need to take a critical look
at their current HRM practices and examine which practices are assisting them to
overcome the challenges they face and which are impeding them in making any
progress. The question that the management of service organisations need to be asking
of themselves is whether the HRM practices being implemented in their organisations
are in fact having any impact on the service-orientated behaviour of their frontline
employees and as a consequence on the service experience of the customer. If they
are, then the next question is why and which HRM practices in particular are having
the most impact? It is important that managers understand what is allowing the HRM
practices to influence employee performance practices that are and also what actions
on their part and conditions within their organisations are creating obstacles to HRM
having the required effect. This will facilitate managers taking appropriate action that
could assist them to stay competitive in an increasing important sector both nationally

and internationally.

1.1.1 Background to the problem

The following discussion aims to present a background and a context to the scope and
depth of the challenges that are faced by the managers and frontline employees of

service organisations in South Africa.



1.11.a South Africa — An Introduction

Located at the southern most tip of Africa, South Africa is simultaneously a
developing African country and a modern industrial one with an abundant supply of
resources, well-developed financial, legal, communications, energy and transport
sectors, a stock exchange that ranks among the 10th largest in the world and a modemn
infrastructure supporting an efficient distribution of goods to major urban centres
throughout the region. (Urban Lombard, 1981; South Africa Government Online, .
2003). It has a population 45.454 million (mid 2002 estimates), 76,7% of which
African, 8,9% Coloured, 10,9% White and 2,6% Indian (0.9% unspecified) (South
African Statistics,2002). Spanning 1 219 090 km?, South Africa is divided into nine
provinces — Eastern Cape, Free State, Gauteng, KwaZulu —Natal, Mpumalanga, North
West , Northern Cape, Northern Province and Western Cape. KwaZulu-Natal and
Gauteng have the largest share of the total population, 20.5% and 18.0% respectively
while the Western Cape and Mpumalanga come in at 9.6% and 7.0% respectively.
The Northern Cape has the lowest percentage share of the population at 2%. In terms
of the population of each province, the Northern Province has the highest proportion
of Africans at 97.2%, Western Cape the highest proportion of Coloureds at 53.6%,
Gauteng and the Western Cape have the greatest proportion of the White population at
24.3% and 22.9% respectively while KwaZulu-Natal is home to the largest proportion
of the Indian population at 8.7% (Fast Facts, June, 2002). South Africa is currently
experiencing a drop in annual population growth from 1.6% in 2000 to 1% in
2001(World Bank Group, 2002). The impact of HIV/AIDS has resulted in the annual
population growth dropping from 1.46% in the 1990s to a projected 0.46% in the
period 2000 to 2010 (Simkins, 2002). As of 2001, 4,700,000 adults were living with
AlIDs. (Global Competitiveness Report, World Economic Forum, 2002). This drop in
population growth due to rising mortality will have a negative effect on human capital
with the majority of deaths taking place between the ages of 20 and 40 years of age. It
is this segment of the population that makes up the bulk of the economically active
population and so the country faces the prospect of a depleted skilled workforce
where the economic returns of years of investment in schooling and tertiary training
will not be realised (Simkins, 2002). The ability of South Africa to sustain any

economic growth and for South African service organisations to remain competitive



requires them to address the daunting economic and social problems remaining from

the apartheid era.

1.1.1.b  The Apartheid Era

“To be an African in South Africa means that one is politicised from the moment of
one’s birth, whether one acknowledges it or not. An African child is born in an
Africans Only hospital, taken home in an Africans Only bus, lives in an Africans Only -
area and attends Africans Only schools, if he attends school at all. When he grows up,
he can only hold African Only jobs, rent a house in African Only townships, ride
Africans Only trains and be stopped at any time of the day or night and be ordered to

produce a pass, without which he can be arrested and thrown in jail.”
(Mandela, 1994:109)

The National party coming into power in the year of 1948 was to mark the start of the
apartheid era in South Africa. The Afrikaner people were now in power with a
growing number of English-speaking whites supporting them. Four key ideas
underpinned the apartheid system. Firstly, that there were four racial groups — White,
Coloured, Indian and African. Secondly, that Whites were entitled to absolute power
over the state. The following statement by D.F. Malan, the leader of the National
party in 1948, emphasises the complete conviction amongst most White South
Africans that they were the dominant, ‘civilised ¢ race entitled to absolute power over
that state. “For the first time since Union, South Africa is our own. May God grant
that it always remains our own.” (Rand Daily Mail cited in Thompson, 1990: 186).
Thirdly, that the interests of Whites should prevail over those of Blacks and as such
the state was not obligated to provide equal resources to all races. Fourthly, that the
white group made up one nation and Africans ten distinct nations. This resulted in
whites effectively having the largest nation and as such reinforced their already

powerful position (Thompson, 1990).

Every vestige of African participation in the central political system was
systematically removed and Coloured people were also marginalized by placing them
in 1956 on a separate voters role giving them the right to vote in Whites to represent

them (Thompson, 1990:187). Over three hundred apartheid laws were passed



building on the legislation that had been put into place between 1910 and 1948
favouring the white population (Manyoni, 1993:63). The Population Registration Act
passed in 1950, Prohibition of Mixed Marriages Act (1949) and the Immorality Act
(1950) effectively eroded interaction between the different race groups and
categorised the South Africa population into the four race groups — White, Coloured,
Indian and African. The Group Areas Act (1950), the Reservation of Separate
Amenities Act (1953) and Bantu Homelands Constitution Act (1971) physically
separated the four race groups so that they lived in different areas and used separate
public facilities. The Bantu Education Act (1953) stopped African children attending
mission schools relegating them to separate schools from White children with
inadequate resources and equipment. Ten timés more per capita was spent on White
children than on African children. African classes were twice as big as White classes
and the quality and education of most African teachers was sub standard. Coloureds
and Indians were also to experience similar discrimination when the government
assumed control of their education in the 1960s (Thompson, 1990). A key belief that
underpinned the education of Africans was that it should not prepare them for equal
participation in the economy and social life of South Africa. In a speech made to
senate in 1954, Dr Verwoerd, the architect of Apartheid, was to state ‘natives’ had no
place in the South African economy except as labourers and as such the education
policy needed to be consistent with this (cited in Smollan, 1986). The Job Reservation
Act (1954) and the Industrial Conciliation Act (1956) effectively barred Africans from
legal access to managerial, professional and skilled work and the deliberate omission
of Africans in the definition of an employee excluded them from the collective
bargaining process. Coloureds and Indians were to be accepted into jobs slightly
better than that of labourers such as clerical jobs but definitely not into the
management levels in organisations. These laws were abolished based on the
recommendations of the Wiehahn Commission of Enquiry in 1979 (Thompson, 1990,
& Horwitz et al., 1995). However the removal of this legislation has not meant the
end of discrimination and prejudice in the workplace (Horwitz et al., 1995). Laclau
(1990:155-156) cautions that “we should be careful not to accept the notion of the
ending of an era in any simplistic manner, for this would imply the beginning of
something radically new, bearing no relation at all to what has preceded it.” The IMD
World Competitiveness Report, 2002 cites discrimination still as a liability for many

South Africans today.



1.1.1.c  The Impact of Apartheid

The very fabric of South African society and economy has been eroded by the
discrimination that took place during the Apartheid era and its effect will span several
generations still to come. “It would take the combined wisdom of Solomon and a
Solon, as well as the technical skills of an Archimedes and a Leonardo da Vinci to
unscramble this whole mess” (Manyoni, 1993:62). The education and skills
legislation has resulted in Black South Africans (Africans, Coloureds and Indians)
receiving an inferior education, inadequate job opportunities and insufficient career
advancement. Although there has been an active campaign by the ANC government
voted into power in 1995, to provide those previously disadvantaged with better
education, resources and access to jobs, the impact of the apartheid is still reflected in
a distorted labour market, in the low levels of education and poverty amongst Black
South Africans.

Fifty seven percent of people in South Africa in 1996 lived in poverty with Africans
making up the bulk of this at 67.8% compared to Whites at 8.4%, Indians at 14.3%
and Coloureds at 35.3% (South African Survey, 2000-2001). The overall poverty
figure decreased to 50% in the year 2000 (World Fact Book, 2002). In 1998 Africans
made up over 90% of the lowest living standards segments — LSM 1- 5. The ‘Living
Standards Measures’ (LSM) measures the socio-economic status of the individual or
group. Whites made up 79.1% of the highest LSM segment (LSM 8) with highest
proportion of Coloureds and Indians in the LSM 7 segment (South African Survey,
2000-2001). The average monthly income for White urban workers in 1999 was R 7
514 for men and R 4 774 for women while for African urban workers is was R 2 204
for men and R 2 068 for women (October Household Survey, 1999). The household
income in 1999 was R 500 per month with 18% of African households with an
income of less than R500 per month compared to fewer than 2% of White, Coloured
and Indian households (South African Survey, 2000- 2001). Eighty percent of
Africans earn R 2 499 or less while 80% of Whites earn between R 4000 and R12 000
+ per month (South Africa Survey, 2001 —2002).

The figure spent on education rose from R31,8 billion in 1994, to R 51,1 billion in
2000. However while 65% of whites over 20 years of age have a high school or higher
qualification, only 14% of the African, 17% of the Coloured and 40% of the Indian



population have high school or higher qualification (Garson, 2002). The backlogs of
so many years of apartheid are immense with illiteracy rates as high as 30% for adults
over the age of 15 years, teachers still poorly trained with 22% of them still under
qualified and a matric (Grade 12) pass rate of 61.7% which although still low is an
improvement on the 40% pass rate in the late 1990s (Garson, 2002;Fast Facts, June,
2002.)

1.1.1.c.i The South African Labour Market

The unemployment rate is steadily increasing standing at 25.8% as of September,
2000 (strict definition) and climbing to 29.5% in September, 2001 and 29.4% in
February, 2002 (Fast Facts, May, 2002: Labour Force Survey, 2002). This trend is
also reflected in the drop of —2.8% between those who were economically active in
2000(15 794) million and those in 2001(15 358)(Fast Facts, May, 2002). As indicated
in earlier discussion 72% of those who are economically active are Africans compared
to Whites, Coloureds and Indians who make up 14%, 10% and 4% respectively of the
economically active population (Statistics South Africa, 2002). Sixty three percent of
South Africans are employed in the formal sector (not agriculture) with Africans
making up the largest proportion of elementary jobs at 78.5% as well as the service
jobs at 68,5%. Coloureds and Indians make up 10.9% and 3.7% of the service jobs
while whites make up 16.7% of the service jobs and 54.8% of the legislators, senior
officials and managers. Africans only make up 29.1% of these senior jobs and 36.8%
of professional jobs compared to Whites who make up 51.1% of the professional jobs.
Coloureds and Indians make up 8.8% and 6.9% of senior jobs respectively and 6.3%
and 5.2% of professional jobs respectively (Fast Facts, May, 2002;South African
Survey, 2000 - 2001). Clearly, the effects of inadequafe education and the lack of
opportunity are still being reflected in the low j)ercentage of Black South Africans and
in particular Africans in senior jobs. Horwitz and Bowmaker (2002) point out that
Whites are still disproportionately represented in management in the private sector
although more balance is emerging in the public sector. They go on to refer to
research by the University of Cape Town’s Breakwater Monitor Project that shows
that the percentage of Blacks moving into managerial jobs has only increased by 7%

from 1997-2001 with Whites still occupying 70% of the management positions.



Wholesale and retail and tourism and hospitality show a 25% and 28% representation
of black managers (Horwitz & Bowmaker, 2002).

While employment in the formal sector is still higher than the informal sector, the
percentage of those employed in wholesale and retail trade in the informal sector
accounts for 34.2% of the jobs in this sector while only 18.2% of jobs in the formal
sector. This is tied in with the rise in hawkers in city centres and spasa or small retail
stores opening for business in and around the townships. However employment in the
informal sector does tend to fluctuate depending on how long these hawkers and small

stores stay in business.

1.1.1.cii  The Social and Psychological Impact of Apartheid

“See how many English words and phrases you know which use the word ‘black’ not
to describe the colour, but to signify something negative. Here are a few: Black
Wednesday, a black mood, the future is black, black spot, blackmail, blackball, the
Black Death. None of these has anything to do with the colour-ynlike black coffee,

blackboard etc. Imagine what it means for a person with a black complexion.”
(Legum, 1993)

The effects of the Apartheid era have not only been felt in the economy of South
Africa but at an intra-personal level for all South Africans and in their inter-personal
and inter-group interactions with each other in organisations and communities. Legum
(1993) maintains that racism subsumes our personal and institutional attitudes and the
very language and artefacts that we use within our culture. At an intra-personal level
Hofmeyr (1983) reports a lack of self-confidence amongst black South Africans in
business and management roles as a result of being discouraged for years not to be
assertive or to show initiative. Black South Africans have learnt to accept themselves
as inferior and subordinate. Hofmeyr (1983) uses the term ‘baasskaap” to describe the
reverence that Black South Africans were expected to show their superior white
bosses. As Manyoni (1993:64) points out, this led to many Black South Africans
developing a survival strategy of “deliberate obsequiousness, the feigned puerile
behaviour and the studied appearance of being less intelligent ... in their day-to-day

interaction with whites”. This raises issues within the service context where frontline



employees are expected to be of service but at the same time to be forthcoming with
the customer by greeting them first, directly questioning them about their needs and
dealing assertively but diplomatically with difficult customers. For many Black South
Africans this means moving from being servile to being of service, often with Whites
with whom they were expected to be docile and subservient in the past. Low self-
confidence amongst Africans in the workplace is also often the result of having to
operate within an alien organisational culture based on Western ways of doing
business. They are placed in the position of reconciling this culture with their own
culture and this in many ways has proven problematic. For example for African
employees there is the conflict between relating to those of authority in business and
in their own culture. The latter requires subservience and no eye contact while the
former requires initiative, assertiveness and direct eye contact. (Human,1981;
Hofmeyer, 1983). Add to this the demands of operating in the international arena with
customers from different countries with seemingly complex demands and the
resulting sense of being overwhelmed it not to hard to imagine. This challenge is
however diminishing as more Africans participate in business and also move from
rural to urban racially integrated communities. The development of an eclectic South
African management style could also provide a more familiar business culture for all

South Africans to operate in.

Discrimination has. also played a role in placing a barrier between effort and
performance, and performance and reward. This has affected the level of motivation
of many Black South Africans and also their sense of being in control of events within
their environment. The expectancy theory explains motivation as a multiplicative
function of expectancy that effort will result in performance, the belief that
performance will lead to a reward (instrumentality) and that the reward will be of -
value to the recipient (valence) (Vroom, 1964 cited in Elkin & Inkson, 2000). For
many Black South Africans their lack of training and job competence has resulted in a -
low level of performance despite their best efforts. Lower wages and lack of access to
benefits has also resulted in rewards for their performance not being in line with their
effort and level of performance (Hofmeyr, 1993). For many there has been a sense
that personal effort does not necessarily result in equal reward due to laws and
prejudices outside their control. This has resulted in Black South Africans tending

towards an external locus of control especially when faced with repeated constraints



on ones effort and career opportunities (Hofmeyr, 1993). Rotter (1966) (cited in Elkin
& Inkson, 2000) differentiates between those who see control over what happens to
them as being within themselves (internal locus of control) to those who see the
environment being in control (external locus of control). Although legislation such as
the Employment Equity Act (1998) and Skills Development Act (1998) has been put
in place to address inequalities in wages and access to education and jobs, -
discrimination still takes place in practice and many Black South Africans still have
few skills to offer an organisation. The process of addressing the backlog in education

and narrowing the wage gap will take time.

At an inter-group level, despite conditions fof Black South Africans improving since
the election of the ANC government in 1995, many still feel a sense of deprivation in
comparison to White South Africans. An improvement in conditions of a minority
group will, according to the relative deprivation theory, result in them comparing
themselves to a greater extent with the majority group. -They become more aware of -
inequalities and new opportunities resulting in heightened expectations (Appelgryn,
1991). Black South Africans may experience a gap between their rising expectations
and the ability of both their organisation and the government to meet these
expectations. A sense of deprivation in comparison to another group can lead to
increased frustrations and conflict between these groups, particularly where the gap is
experienced as large. In a work context this will often manifest itself in the
relationship between management and labour and also at an individual level lead to
dissatisfaction with working conditions and compensation. Although between 1995
and 2000 a change of 83.6% was evident in the disposable income per capita of
Africans, the R 7 567 per capita income of Africans in 2000 lagged well behind those
of Whites at R 50 804 per capita. Coloureds and Indians had a disposable income per
capita of R 12 960 and R 25 541 per month respectively. The average monthly
earnings of employees in the wholesale and retail trade, catering and accommodation
in February, 2001 was R 3575 which is 30% below the total average monthly income
in the formal non-agricultural sector of R 5095 (South Africa Survey, 2001 — 2002).
Seventy two percent of service workers and shop and market sales workers earn less
than R 2500 per month that is below the monthly average minimum wage of R 2662
per month (Labour force survey, February, 2002; Fast Facts, July, 2002). For many

service workers there could well be a sense of dissatisfaction with their current wages.



Bowen, Gilliland and Folger (1999) maintain that employee’ perceptions of HRM
fairness has an impact on their level of organisational commitment and their
willingness to exert extra effort and go beyond the call of duty. Employees judge
fairness in relation to HR decisions in terms of the recruitment and selection,

performance appraisals and compensation systems within their organisations.

1.2 Purpose of the Research

The service industry now accounts for 60% of the world’s economic activity (Irons,
1994). This move towards a service economy means that service has increasingly
become as important as the products on offer and, as such, of the jobs within an
organisation {(Morrison, 1996). As a key discriminator between products and services
offered by organisations competing for market share, service excellence has become a
critical source of competitive advantage (Horwitz & Neville, 1996). For customers, an
experience of excellent service is the result of their needs and expectations being
exceeded. Therefore the quality of service interactions between frontline employees
and the customers are an important part of a customer’s experience of service. It is

this interaction that is the focus of this research.

The main objective of the research is to establish if there is a relationship between
Human Resource Management (HRM) practices and the service-orientated behaviour
of frontline employees in three key South African service industries — hospitality, car
rental and retail. The research also goes further to establish whether organisational
commitment is a partial mediator in this relationship and also if certain HRM
practices have a stronger association with service-orientated behaviour than others.
Managers from service organisations, frontline employees and customers
understanding of effective service-orientated behaviour is also explored as is
managers and frontline employees understanding of the role of HRM in service

organisations.

1.2.1 Specific Objectives of the Research and Hypotheses

The specific objectives of the research are to determine:



1. If there is a relationship between frontline employees’ perceptions of HRM

practices in their organisation and their service-orientated behaviour.

2. Whether certain HRM practices have a stronger association with service-

orientated behaviour than others.

3. If there is a difference in the understanding managers and frontline employees
have of the role of Human Resources Management and Human Resource
Management (HRM) practices in facilitating the service-orientated behaviour

of frontline employees within a service organisation.

4. Whether organisational commitment functions as a mediator in the

relationship between HRM practices and service-orientated behaviour.

5. Whether there is a difference between what managers, frontline employees and
customers consider being effective service-orientated behaviour across all

three service industries.

1.2.1.a Hypotheses

The following hypotheses are proposed:

1. There is a significant relationship between frontline employees’ perceptions of
HRM practices and their perceptions of their customers’ perceptions of the

service-orientated behaviour of frontline employees in their organisation.

2. Some HRM practices have a stronger association with service-orientated

behaviour than others.

3. Management and frontline employees have a different understanding of the
role Human Resource Management and Human Resource Management
(HRM) practices play in facilitating the service-orientated behaviour of

frontline employees in service organisations.

4. Organisational commitment will have a mediating effect on the relationship

between HRM practices and service-orientated behaviour.,



5. Managers, frontline employees and customers from the three different service
industries have a similar understanding of what is effective service-orientated

behaviour.

1.2.1.a.i Variables

The following variables would therefore be under consideration:
1.2.1.ai1 Independent Variables

Frontline employees’ perceptions of HRM practices (selection, training, human
resource development, pay, rewards, performance appraisal and management

support).

1.2.1.a.i.2 Intervening Variable (Independent)

Frontline employees’ level of organisational commitment.
1.2.1.ai3 Dependent Variable

Employees’ perceptions of their customers’ perceptions of the service-orientated

behaviour of frontline employees from their organisation.

1.3 Background to the Three Service Industries

Before moving any further into the report it is important to be familiar with the
service sector within South Africa and more specifically the three service industries
that are under investigation in this research. Details are also provided on the four

service organisations that took part in the research.

1.3.1 The Service Sector in South Africa

As indicated in earlier discussion, the services sector makes the most substantial
contribution to South Africa’s GDP and offers the most opportunity for employment.
The contribution services made to South Africa’s GDP has increased from 43% in
1980 to 65% in 1994. (Roux, 1997). An increase in real economic growth in 2000 can
be attributed to the secondary and tertiary sectors with the percentage of total value
added by the tertiary sector increasing from 64.4% in 1998 to 65.9% in 2000 (South



Africa Government Online, 2003). The GDP per person employed in services is $
12,851 with the overall GDP per capita at $ 2, 555 in 2001 (South Africa Government
Online, 2003). Service organisations operate both within the public and private sectors
and can also be non-profit organisations. In South Africa there is a strong presence of
service organisations in both the formal and informal sectors ranging in the former
from huge international organisations to small family owned businesses and in the
latter would include small shops and hawkers selling an array of goods and services
from fruit and vegetables to haircuts. Service industries in the areas of wholesale and
retail trade, transport, business services and community services employ 60.5% of
those employed in the formal sector and 45.9% in the informal sector (Labour Force
Survey, February, 2002). Many of the jobs in transport and community services are

based in the public sector.

The discussion that follows will provide a brief introduction to each of the service
industries, hospitality, retail and car rental, that were the focus of this research and
background information on the four South African organisations that participated in
the research. The hospitality industry was represented by Sun International and more
specifically by their Sun City resort, Table Bay Hotel and Carnival City Casino.
Edgars and Makro participated as part of the retail industry and Avis as part of the car
rental industry. The information provided below was to a large extent accessed
through company annual reports and statistics provided by the organisations that
participated in the research and newspaper articles from the Business Day newspaper.
The revenue and profitability figures that are presented for each participating
company are intended to provide an understanding of the financial pérformance of the
company itself and are not intended for comparison between the companies. Financial
statements from different companies can be laid out differently and therefore different

figures maybe reported based on their accounting policies.

1.3.2  Hospitality

The core business of hospitality industries, such as hotels, resorts and casinos, is about
treating the customer as a guest and providing amenities that meet their need for
accommodation, relaxation and entertainment. Hospitality can also be a group of

supplementary services to the core product of a business such as waiting areas, toilets



and food and beverages (Lovelock & Wright, 1999). Hospitality industries can range
in size from large international resorts to local hotels, restaurants and a bed and
breakfast and also in focus, providing accommodation, entertainment and/or food and

beverages.

The hospitality industry in South Africa contributes over 1.6 billion Rand in taxes
every year as well as generating 50, 000 new jobs each year, many for first time
workers. As an industry it is directly affected by the international economic climaté
and the performance of the local economy as it relies heavily on people having
disposable income to spend in hotels and casinos (Sun InternationaL 2002). As a long
haul destination, the South African hospitality industry also relies on the airline
industry to bring in international tourists. Inflexible regulations for granting licences
to service airline routes has resulted in the industry experiencing a flat period. A large
increase in the number of hotel rooms and the number of guesthouses and bed
breakfasts has also contributed to the drop in hotel occupancy figures which have
dropped from 61.9% between January and July, 2002 compared to 63.1% for the same
period in 2000 (FEDHASA, 2003). However the South African hospitality industry
stands to benefit from the South African government’s efforts to address the
regulatory problems and also a dramatic and sustained growth in foreign tourism
(FEDHASA, 2003; Kohrs, 2000). South Africa is still the most preferred destination
in Africa and is becoming a popular venue for international conferences (FEDHASA,
2003).

1.3.2.a Sun International

Sun International, founded in 1983, is the leading global leisure, entertainment and
hotel group in southern Africa currently employing 8 227 people. The operations in
southern Africa, include South Africa, Lesotho, Zimbabwe, Botswana and Swaziland,
and are managed by Sun International Management Limited with the Head Office
based in Gauteng, South Africa. The group operates in three main areas: major resorts
and hotels, major urban gaming and entertainment complexes and smaller locally and
regionally focused hotels and casinos. The resorts division has nine operations, with a
total head count of 3 864 employees and there are 11 gaming outlets with 4034
employees. The balance of the employees who number 329, are based at the Head

Office in Gauteng. Sun International is also the only significant operator of superior



luxury hotels and resorts, an initiative that began with the opening of Sun City in
1979. These resorts appeal to the international market and customers from the upper
end of the local southern African market. The Sun City Resort and the Table Bay
Hotel that participated in this research are internationally recognised for their
excellent facilities and the Palace of the Lost City (a hotel located in the Sun City
complex) and Table Bay Hotel are both members of The Leading Hotels of the World.
Sun International also has extensive experience in gaming and the Gauteng based
Carnival City Casino that took part in the research, boasts 1 750 slot machines and

offers a broad range of gambling including Blackjack, Poker and even horse racing.

Group revenues for the year ending 30 June, 2002 were 16% ahead of the previous
year at R 3.3 billion with a profit before tax of R 119 million. Sun City and Table Bay
revenues for the same period were R 694 million and R 110 million respectively.
Hotel and resort revenues were negatively impacted at the end of 2001 by September
11" attacks and gaming revenues were subdued largely due to a reduction in
disposable income and the introduction of smoking restrictions in July, 2001. The
revenue for Carnival City Casino for June, 2000 — June, 2001 was 13% down from the
previous year at R 488 million mainly due to increased competition arising from the
introduction of new casinos in Gauteng (Sun International, 2002 & Sun International, '
2003).

1.3.3  Retail

Retail involves the sale of goods and services to ultimate consumers for their personal
use (Mason, Mayer & Wilkinson,1993; Levy & Weitz,1996). Retailers increase the
value of goods and services they sell to consumers by providing an assortment of
products and services, breaking up bulk received from manufacturers into smaller
quantities, holding stock of goods for consumers and providing additional services
such as credit facilities. Retailing is one of the most important industries in our society
(Levy & Weitz,1996). The wholesale and retail industry in South Africa accounts for
20.2% of the total employment. Retail is represented in South Africa in both the
formal and informal sectors, with employment in wholesale and retail in these sectors
at 8.2% and 34.2% respectively. The retail industry covers a wide range of outlets

from large hyper stores to the small street corner shop and also a wide range of



products from cars, machinery to household goods and clothing. Trends that are
impacting on retail in the formal sector are a growth in customer empowerment,
increasing expectations from the customer in terms of product and services and
pressure from customers for efficient and accessible shopping. A polarisation is also
occurring from functional to recreational shopping. Retailers are challenged to
provide economies of scope, the store as a showroom and information point and both
pleasure and time saving shopping with value for time and journey add on top of that
(Retailing is evolving — Are you keeping up?, 2000.) These changes also demand
more emphasis on frontline employees providing pleasant, informative service to
customers. The rise in online shopping will also require retailers to take a serious look
at how in store service will add value to the customer’s shopping experience. In
addition retailers in South Africa operate within a highly competitive market with a
reduction in disposable income amongst most South Africans and the devaluation of
the currency, higher interest rates and rising fuel costs impacting on their margins
(EDCON, 2002). This puts pressure on them to operate efficiently, obtaining

maximum employee productivity through effective HRM practices.

1.3.3.a Makro

Makro has its origins in Holland where it was owned by the multinational Steenkolen
Handels-Vereeniging (SHV) group. Makro, South Africa was started by a partnership
between SHV and the Rennies Group, with Makro, Germiston opening its doors in
1971. Makro is now owned by Massmart Holdings with SHV and Wooltru as major
shareholders and trades through 12 urban warehouse club outlets and one free
standing Makroffice in South Africa and two outlets in Zimbabwe. Makro markets a
range of food, liquor and general merchandise to selected commercially affiliated and
upper income customers. Customers have access to the outlets through a Makro club
card (Makro, 2003). Makro achieved a four-year compound growth in profit of 36%
before interest and tax. Sales in South Africa grew by 14% from year 2001 at R 3903
million to R 4 460 million in 2002 with an improvement of 32% in pre-tax profits to
R130 million. In August 2001 Makro introduced technology that enables it to analyse
each customer transaction and in this way hopes to improve its merchandise and
services to its customers (Massmart, 2002 & Makro, 2003). The number of employees
employed by Makro in June, 2003 stood at 3683 (Massmart, 2002).



1.3.3.b Edgars

Edgars began in 1929 selling women’s clothing in a Johannesburg basement. In 1999
Edgars changed its name on the Johannesburg stock exchange to EDCON (Edgars
Consolidated Stores Limited). Edgars is now one of the six major retail brands
belonging to the EDCON group and has 143 stores with a total of 6504 employees
(EDCON, 2003;T. Eekhout, e-mail communication, 19" December, 2002). Edgars
positions itself as a national department store targeting middle and upper income
families offering value priced essentials and national and international brands and
fashion. Clothing, footwear, textiles, accessories and cosmetics are sold in the stores.
The Markinor/Sunday Times survey of 2002 rated Edgars the top clothing retail brand
in terms of awareness, trust and confidence level (EDCON, 2003). In 2002, Edgars
had a sales revenue of R 4 125,2 million up from R 3 675,8 million for 2001 and R
3612, 9 million for 2000. Sales per employee rose by 16% in 2001 and 7% in 2002.
The latter increase was attributed by J L Spotts, Chief Executive of the Edgars Chain,
to the introduction of a performance management and reward system (EDCON, 2001
& EDCON, 2002). This falls in line with the Human Resource objectives of the
EDCON group to ensure that staff are fulfilled and competent, that there is equity in

the workplace and that best practices are followed in terms of people management.

1.3.4 Car Rental

The car rental business in South Africa is considered part of business services, that
accounts for 12,4% employment in the formal sector and 2,7% in the informal sector.
It is a highly competitive business with international car rental companies now
making their presence felt in the market. Despite this South African car rental
companies feel that the market is big enough and that the competition is often more
apparent in the domestic corporate market (Classen, 2002, 27™ September). However
the price war that has resulted has for years capped rate increases. In real terms the
real cost of renting a car in South Africa has declined by 10% over the past four years.
In addition from November 2000 there was an industry-wide reduction of more than
20% in inbound intemétional rates (Avis, 2001). The car rental business is reliant on
international tourists and the domestic economy. As with the hospitality industry the
regulations restricting access to airline routes has limited airline seating capacity and

as a consequence the number of international tourists visiting South Africa



(Maphologela, 2001). The political instability in neighbouring African countries such
as Zimbabwe also has a major impact on in bound tourism and as such on the growth
of car rental companies. However despite these pressures, and Grenville Wilson, Avis
CEO, believes that the average daily revenue generated by vehicles has remained

constant over a five year period (Claasen, 2002).

1.3.4.a Avis

Avis, South Africa began as Zeda Car Rental and Tours (Pty) Ltd in Bloemfontein.
The acquisition of majority shareholding by Federale Volksbeleggings Beperk, a
division of Sanlam, saw the rental business expanding to Johannesburg, Durban and
Cape Town. In 1969, the company began operating as Avis after entering into a long-
term licence agreement with Avis, USA. By 1976, Avis had become the largest
national car rental company and market leader. In 1980, Avis diversified into fleet
services and to this day their core business is Avis Rent-A-Car and Avis Fleet
Services. In 1997 Auvis listed on the Johannesburg Stock exchange as Avis Southern
Africa Limited (Avis, 2003; Business Times, 2003). The Rent-A-Car operation serves
the tourism and corporate sectors with a peek fleet of 16 500 vehicles operating from
360 customer service centres across Southern Africa, Norway and Sweden. The Avis
Fleet Services provides value-added services to financial leases and manages in

excess of 45 000 vehicles in the corporate, government and parastatal markets.

In 2002 the Avis Group had a revenue of R 1 236 723 million compared to R 1 237
730 million in 2001 with a total operating income in 2001 of R 297 032 million and R
268 514 in 2002. Avis Group consists of avis Southern Africa Limited and various
other companies (J.Stiff, e-mail communication, 10 February, 2003). The revenue is
derived mainly from rental and leasing of motor vehicles and in 2001 included
revenues from timeshare, touring services and crash repair. These operations were
sold off in 2001 (Avis, 2001 and Avis, 2002). The revenue income generated through
Avis, Southern Africa Limited’s Scandinavian operations also assisted the company to
- perform in 2001, despite the subdued domestic economy and tourist market that year
(Maphologela, 2001). It is not clear from the Annual Reports why there was a drop of
income before tax from R 379 845 in 2001 to R 165 822 million in 2002. However .
headline earnings per share increased by 27% and revenue from continuing operations

increased by 17% to R 1.24 billion (Avis, 2002). The year of 2002 saw a growth in



the domestic corporate market and the leisure rental market with an increase of 20%
on reservations by international inbound tourists (Claasen, 2002). Avis Rent-A-Car
- was still the market leader with a 40% market share in 2002 and the rental day figure,
the main performance benchmark, was up 8.5% on the year 2001 (Avis, 2002). Avis
Rent-A-Car South Africa that participated in this research has a headcount of 614 as
of December 2002. The number of frontline staff that includes sales and reservations
and operational staff stands at 496 (J.Schlachter, e-mail communication, 10 February,
2003).

1.4 Scope and Limitations of the Research

The research is directed only at three key service industries, car rental, retail and
hospitality, within the service sector in South Africa. Each of these service industries
is represented by one service organisation in the case of car rental and hospitality and
two service organisations in the case of the retail industry. Within each organisation
only specific branches or units took part in the research and these were located in the
three provinces of South Africa, namely Gauteng, Mpumalanga and the Western
Cape. All the service organisations that participated in the research came only from
the formal sector and have more than 614 employees ruling out smaller organisations

and those who operate within the informal sector.

The research only considered seven HRM practices, selection, training, human
resource development, pay, rewards, performance appraisal and management support,
while other areas such as industrial relations were not included. The focus of the
research was on the perceptions of frontline employees who are involved in face-to-
face transactions with customers over a brief space of time. As such encounters that
spread over a long time period and involved building long-term relationships were not
considered in this research. The input of the management of the service organisations
was only considered in the first stage of the research in addressing hypotheses 3 and
5. The perspectives of the customer were solicited in defining effective service-
orientated behaviour but only from three focus groups representing the three service
industries. The focus on service-orientated behaviour excluded other areas of service
quality such as facilities, merchandising and equipment. Lastly, the level of

organisational commitment was the only possible intervening variable investigated



which still opens up opportunities for further research into the role factors such as self
confidence, a sense of self efficacy, locus of control and an individual’s sense of job
competence can play in the relationship between HRM practices and service-

orientated behaviour.

1.5 Contribution of the research

This research makes an important contribution to our ﬁnderstanding of the
relationship between HRM practices and service-orientated behaviour and in
particular as to the impact of both external factors, such the socio-political situation,
and internal factors, such as management behaviour, on the nature of this relationship.
By looking specifically at seven HRM practices it adds further to the findings of
previous research into the impact of each HRM practice on frontline employee
performance and the factors that influence their impact.” The fact that the research
took place in South Africa has highlighted the importance of taking into consideration
the context within which the service organisation operates but at the same time
supports the development of a global understanding of the role of HRM in service
organisations and of our understanding of service-orientated behaviour. The research
also emphasises the importance of exploring the role of intervening variables in our
understanding of why HRM practices influence the performance of frontline
employees. It specifically investigates the role of HRM in addressing the challenges
facing South African service organisations from the perspective of both managers
within these service organisations and frontline employees. As such it also enters into
the debate whether HRM as practiced in South African service organisations is
distinct from the more traditional forms of personnel management and how frontline
employees experience it on a day- to-day basis. The specific focus on the one-on-one
interaction between the frontline employee and customer is also an important one in
that it is this interaction that is the make or break of a customer’s service experience.
By choosing the individual level of analysis and identifying service-orientated
behaviour from the perspectives of the three key role players in the service encounter
the research can further the understanding of what frontline employees need to do to

effectively manage their interactions with customers.



The importance of this research for business managers is that it provides them with
evidence of the relationship between HRM practices and service-orientated behaviour
in South African service organisations. It will highlight for them which HRM
practices have the most impact on service-orientated behaviour and what steps they
need to take maximise their effect. It will also provide a benchmark for effective
service-orientated behaviour that could provide a springboard for industry standards

and/or further customisation to suit their particular service organisation.

Chapter 1 has laid out the context and focus of the research. Chapter 2 discusses
related literature and research with Chapters 3 and 4 presenting the research
methodology and results respectively. Chapter 5 concludes the report with a
discussion of the results and the implications the results of this research for managers

and future research.



Chapter 2

2 LITERATURE REVIEW
2.1 Service and Service-Orientated Behaviour

2;1 A Service Defined

Broadly speaking services are activities, benefits and satisfactions that are for sale or
are part of the sale of goods (Regan, 1963:57). The key discriminator between
products offered to customers has become not so much the features of the products
but the service provided with the product (Horwitz & Neville, 1996; Peters, 1994).
Customer service is not just only about handling complaints or fixing or replacing
defective or broken products. It “means all features, acts and information that
augments the customer’s ability to realize the potential value of a core product or
service”(Davidow & Uttal, 1989:22). Service as an integral part of the product
offering has also become a key component of jobs in organisations (Morrison, 1996).
Service has four distinct features: intangibility, heterogeneity, inseparability and
perishablility (Parasuraman, Zeithaml & Berry, 1985; Morrison, 1996; Horwitz and
Neville, 1996; Zemke & Schaaf, 1989). It is these features that make the total

comprehension of service difficult (Regan, 1963).

A key distinction between a product and a service is the intangibility of service
(Zemke & Schaaf, 1989). Essentially, service does not exist until it is called on by a
customer (Zemke & Schaaf, 1989; Morrison, 1986). It cannot be touched or held or
stored for future use. It is this intangibility that makes it difficult to measure, weigh or
count. This obviously has implications for determining and measuring service quality.
It is often difficult to get an accurate picture of what the customer has actually
experienced (Parasuraman et al, 1985). Bowen & Schneider (1985) point out that
services are doubly intangible in that they cannot be touched (palpable intangibility)
and it is difficult to create in one’s mind what one has actually received as the service
(mental intangibility). Customers therefore rely on their interaction with the frontline
employee to determine what actually happened and how good it was. The

heterogeneity of service provides challenges to the frontline employee, as no



interaction is the same since the customers involved -in the interaction and the
circumstances in which it takes place can differ. This is even more so where the focus
is on meeting the specific needs of a customer. It is important therefore, that
employees have the flexibility and skills to deal with this diversity. The production
and consumption of services is inseparable and simultaneous and often occurs
together with participation of and contributions from the customer. For example, a
visit to the hairdresser or doctor requires the customer to provide critical information
to create effective delivery of service. The service quality is therefore in the delivery
of the service itself (Parasuraman ef al, 1985). Lastly, as indicated, services cannot be
stored and as such are perishable. If the service or facilities such as after-sales service
are not used at a given moment then they are lost forever (Horwitz & Neville, 1996;
Redman & Mathews, 1998). The management and control of service delivery
essentially rests in the hands of those employees who are interacting with the
customer. In fact, these frontline employees are the service (Schneider & Bowen,
1995; Davidow & Uttal, 1989). Thus, management and support of these frontline

employees is critical in any service-based organisation.

Service is a very different game to manufacturing (Schneidel; & Bowen, 1995) and
imposing industrial models on service-based organisations is problematic (Schlesinger
& Heskett, 1991; Schneider & Bowen, 1995). Schneider and Bowen (1995) propose a
three tier-model for service organisations, a customer tier followed by a boundary tier
and a co ordination tier that emphasises the importahce of the frontline employee and
places a different perspective on the role of management. They state that the customer
is the foundation of a service organisation and that, at a minimum; their expectations

must be met if the organisation is to survive.

2.1.2  Service Quality

Customers assess the quality of service based on whether the organisation has met or
even exceeded their expectations (Parasuraman et al, 1985, 1988; Zeithaml,
Parasuraman & Berry, 1990; Zemke et al, 1989). Service quality is a comparison
between performance and expectations and, regardless of the type of service;
customers use similar criteria to evaluate service quality (Parasuraman et al, 1985,

Parasuraman, Zeithaml, & Berry, 1988; Zeithaml et al, 1990). These criteria fall into



10 categories and termed by Parasuraman et al (1985:46 & 47) as “service quality

determinants”. They

are reliability, responsiveness to the customer, competence of the frontline staff,
accessibility of the service, courtesy, understandable communication of the service,
credibility, security, understanding and knowing the customer and tangibles such as
the physical facilities and appearance of staff. These are then mapped on to five

underlying factors (Parasuraman et al, 1988:23) that are:

Tangibles that are the physical facilities, the equipment available and the appearance
of the frontline staff.

Reliability that is the ability of the organisation to provide the promised service

accurately and in a dependable manner.

Responsiveness that is the willingness to help customers and to provide them with

prompt service.

Assurance that is the knowledge and courtesy of the employees and their ability to

convey confidence and trust.
Empathy that is about caring and providing individual attention to the customer.

What emerges from these determinants for service quality is that they are generic
across all service. experiences. However customers may place more emphasise on
some of the determinants for certain services than on others. For example, reliability
would be key in banking and empathy in nursing. Service quality includes not only

the outcome but also the way the service is delivered.

The quality of goods and services are determined against different characteristics.
While goods can be assessed on tangible attributes such as smell, taste and price often
prior to the purchase, service is primarily about the experience. It is only once the
customer has experienced the service that quality can be assessed. Tangibles are the

only determinants that can be tested to some extent before service delivery.

The interaction between the service provider and the customer is key to the

customer’s assessment of service quality (Parasuraman et al, 1985; Schneider &



Bowen, 1995). As Schneider and Bowen (1995: 29) point out, customers’
expectations of service quality are complex and multidimensional and built around the
interaction between themselves and the frontline employees, and less personal
deliverables such as accuracy and reliability and the facilities within which they
experience the service. The power to provide quality is to a large extent in the hands
of the frontline employee especially if quality is important to the customer’s purchase
decision and the frontline employee has the capability to provide the customer with
the service required (Bitran & Hoech, 1990:90). Zeithaml, Berry and Parasuraman
(1993) find that customers’ expectations of service exist at two levels: a desired level
and an adequate level. A zone of tolerance that is the difference between these two
levels can contract or expand depending on the customer. Schneider and Bowen
(1995) differentiate between the expectations and needs of the customer. They believe
in order to provide service excellence, service organisations must meet three key
needs: security, esteem and justice. They point out that to an extent customers will
tolerate their expectations not being met but violate their needs and you have lost a
customer forever. Bowen, Gilliland and Folger (1999:14-15) build on this when they
highlight the importance of fairness in service delivery. Distributive, procedural and
interactional justice are important when assessing fair service delivery. Distributive
justice centres on receiving reliable and better service for a good price. Procedural
justice is about efficiency in following procedures and responding to unique requests.
It captures the customer’s often conflicting desire for consistency and flexibility.
Interactional justice is about being treated fairly. It is about honesty, politeness,

sensitivity, non-discrimination and showing interest in the customer.

A shortfall in meeting customer service expectations is the result of five gaps
(Parasuarman et al, 1985; Horwitz & Neville, 1996). Gap I concerns discrepancies
between what management perceive customers expect and what customers actually
expect. Even if an organisation knows what the customers expectations are it may not
be able to deliver to these expectations due to a lack of management commitment,
resource constraints or the absence of processes to set quality goals or standards
which is Gap 2. The inability for service staff to deliver service according to the
service quality guidelines results in Gap 3. Gap 4 is the difference between what the
organisation advertises they will do and what they actually deliver. Gap 5, the

difference between what the customer perceives and what they expect, depends to a



large extent on the nature of all of the other gaps. Being customer-focused means that
all areas of the organisation must contribute to the customer’s overall experience of
service (Carr, 1990; Jones, 2000). The service experience that the customer has with
the frontline employee is only the tfp of the iceberg. All of the processes that underlie
this service are just as important (Shostack, 1985:245). The importance of the
frontline employee is particularly evident in addressing Gap 3. To a large extent, it is
these employees and not management who are in control of the interaction between
them and the customer. Jon Carlson of SAS (Scandinavian Air Systems) coined the
term ‘moment of truth’ to describe the “golden opportunities to serve the customer”
(Carr, 1990:2). Normann (1991:17) maintains that perceived quality is only realised at
this moment of truth when the frontline employee and the customer “confront one
another in the arena” and at that moment in time they are very much on their own.
Moments of truth are critical because they form the basis on which customers develop
their expectations and assess service quality (Schneider & Bowen, 1995). Hallowell
(1996), in his case study of Southwest Airlines, points out that employees have a
direct bearing on the passengers’ experiences. The interaction between the frontline
employee and customer can be the make or break of the service experience for the
customer. In the eyes of the customer, the frontline employees are the service and they
carry the responsibility of projecting the image of the organisation and of creating a
satisfying service experience for the customer (Redman & Mathews, 1998; Bowen &
Schneider, 1985; Bettencourt & Brown, 1997, Jones, 2000).

2.1.3 The Frontline Employee

Service organisations only have a “flimsy and permeable boundary between
themselves and their customers” (Schneider & Bowen, 1985:40). It is the frontline
employee who stands at this boundary and represents both the image and acts as a
source of information due to their daily contact with customers (Aldrich & Herker,
1977, Bowen & Lawler, 1992, Schneider & Bowen, 1993, 1995; Schneider,
Parkington & Buxton, 1980). To perform their “information processing function”,
frontline employees need to have the skills to select information relevant to their
organisation, and summarise and often interpret information so that it is
understandable to those inside the organisation (Aldrich & Herker, 1977:218). In fact
Aldrich and Herker (1977) propose that it is the ability of frontline employees to carry



out this function that in part determines the organisation’s ability to adapt to changes
in its environment. Having access to and being in the position to filter information
also puts incredible power in the frontline employees’ hands. Self- interest could lead
to abuse of this power and management being misinformed. In their “external
representation function”, frontline employees can be involved in the acquisition and
disposal of resource and establishing the legitimacy and credibility of their
organisation (Aldrich & Herker, 1977:219). In performing this role, frontline
employees are often constrained by inappropriate company policies and a lack of
support from management who are out of touch with the real issues and expectations
of customers. The work in the area of boundary spanning roles challenges the notion
that organisations respond to the environment as a whole and also emphasises the
dependence organisations have on the frontline employees who take on these roles
(Aldrich & Herker, 1977).

21.3.a Service Work

Service work is very different from production work in that it involves “symbolic
interaction” and it is primarily people centred. The symbolism is the result of the very
nature of service itself in that the interaction between the frontline employee and
customer centres on intangibles such as knowledge, attitudes, emotions and
information. (Frenkel, 2000:171). However service work can differ both in terms of
its complexity and substance, falling between routine and professional work. (Frenkel,
Korczynski, Shire & Tam, 1999). Routine work is typically aligned with
bureaucracies and professional work with knowledge based organisation. Frenkel et al
(1999) propose that the complexity of knowledge and skills required of the mass
customised service worker, sales workers and knowledge workers differs. Contextual
knowledge (such as procedures and product knowledge) is a requirement of all of
these jobs but the complexity differs. Where it is fine for a customer service assistant
to know company procedures and to be able to describe a product, a financial advisor
would be expected to know financial trends and the pros and cons of various products
on offer to suit customer needs. Knowledge workers would not only be required to
have more higher order contextual knowledge but to also integrate this with
theoretical knowledge. Contextual knowledge is also amenable to routinisation and as

such can be contained in manuals and company policies. This means that service



workers have access to this information and as such are required to engage in
relatively simple problem solving, while sales and knowledge workers engage in more

complex problem solving requiring them to use more of their own discretion.

The social skills required of sales and knowledge workers is also much more complex
than those required of the service worker who predominantly engages in a transaction
with the customer. Service workers would be required to answer queries and deal to a
certain extent with irate customers. Supervisors are required to assist them with more
difficult interactions such as the very difficult customer and with more complex
problems. Sales and knowledge workers would be required to negotiate, influence and
build trust. Knowledge workers would be using higher-level social skills often over a
long period of time (Frenkel et al, 1999). The dégree to which service work is
routinised is a function of the volume of customers, the standardisation of the product
offering and the instability of the environment. Service workers handling routine tasks
can deal with large numbers of customers and standardised products lead to
standardised transactions. Once customisation and flexibility is required then the
service work becomes less routine. However, a certain degree of routinisation is often
preferred to streamline responses to customer requests and to maximise flexibility to
address special cases. Routinisation also allows for some management control over
the response of frontline employees to customers. However routine or complex the
job, it is still the personal interaction of service work that is so critical to the customer
and it is this factor which challenges the application of the industrial model in service
organisations. Schlesinger and Heskett (1991:74) believe that the industrial model
“flies in the face of what service-sector customers many times values most” which is
the interaction with the frontline employee. They go on to state that it is this
interaction that can differentiate an organisation from its competitors. It is in high
contact service jobs that frontline employees are required to meet hlgh order needs

rather than just to conform to specifications (Bitran & Hoech, 1990:89).

2.13.b The Service Encounter

At the most basic level, the service encounter is about an interaction between two
people (Czepiel, Solomon, Surprenant & Gutman, 1985:3). A broader definition of the
service encounter may look at it as that period in time when the customer interacts

with the service along a continuum from remote (no interaction at all) to direct



personal interaction that involves both verbal and physical interaction (Shostack,
1985: 242,248). As the basis of {his research examines face-to-face interactions
between frontline employees and customers, the discussion will focus on this form of
service encounter. Service encounters are social situations involving two individuals.
Czepiel et al (1985:4-6) outline seven characteristics that distinguish the service
encounter from other forms of human interaction. Service encounters are purposeful
and restricted to the nature of the service itself. For example, a waiter will not be
expected to provide medical advice. Frontline employees are not altruistic in that they
are really just doing their job when serving the customer. It is also not necessary that
the frontline employee and customer have any prior acquaintance. In fact, often a
level of intimacy can occur that would not necessarily characterise a ‘stranger’
relationship. For example, when the customer is interacting with a bartender or
beautician. Although conversation with the bartender or beautician may focus on
personal disclosures while a conversation with a bank teller may focus only on the
task at hand, it is the service and the task itself that is most important. Lastly, the roles
of customers and frontline employees are well defined and may at times require a
suspension of status. For example, a doctor has a high social status while his or her

clients may be street people who have a low status.

Traditionally the service encounter has been studied from the perspective of only one
of the players, and these studies have failed to recognise the dyadic nature of the
encounter. They can range from simple dyadic relationships to more complex ones
involving a series of interactions or several participants (Solomon, Surprenant,
Czepiel & Gutman, 1985:100). Service encounters are a special form of purposeful
human interaction but the nature and the outcome of this interaction can differ both
between customers and across different situations with the same customer. The
differences are not just a function of the content of the service but of the perceptions
of the client, the characteristics of the provider and the actual structure of the service
such as time, location and degree of standardisation (Czepiel et al, 1985). McCallum
and Harrison (1985) emphasise the interdependence between frontline employee and
customer in that the interaction itself affects the outcome for both of them, while
Bitran and Hoech (1990) propose that the service relationship is a power play. The
power of frontline employees rests with their being in a unique position to offer a

service and to determine the level of service, particularly when the customer camnot



back out of the service commitment. The customer’s power lies in paying for the
service and whether to repurchase or not. Moral, psychological, social and political
power is also available to both frontline employees and customers. For example, there
can be differences in social status that can cause the customer to abuse the service

relationship.

Klaus (1985:24) reinforces the importance of both participants in the service
encounter when he defines service quality in the context of interlocking behaviouré
and as a “shared experience of gain”. From a customer’s perspective, characteristics
of service such as the purpose of the service, the necessity of the service, the cost,
reversibility and the risk involved in acquiring the service, determine customer
expectations, and their ultimate satisfaction with the service. The expertise, attitude
and the demographic characteristics of frontline employees impacts on the satisfaction
of the customer with the service experience. Time is of key consideration in this
research as it focuses on short-term transactions between the frontline employee and
customer. Both the frequency and duration of the encounter impact on the type of
interaction, as does the physical, emotional and cognitive content. The higher the
service encounter is on all dimensions the more the outcome is dependent on the
interaction itself. Price, Arnould and Tierney‘ (1995) found that extended, affective,
intimate (EAI) service encounters developed into boundary open transactions with
customers requiring authentic understanding and extras over and above the standard
service offerings. Boundary open transactions involve frontline employees and
customers meeting each other as friends in an interaction where the customer expects
the employee to be interested in them as a person. They also find that the emotional
work required of these frontline employees results in emotional fatigue, role stress and
role conflict. Hochschild (1983:7) proposes that service jobs also require emotional
labour in addition to physical and mental labour. She defines emotional labour as the
“management of feeling to create a publicly observable facial and bodily display”.
Morris and Feldman (1996:986/7) define emotional labour as “the effort, planning,
and control needed to express organizationally desired emotion during interpersonal
transactions.” Emotional labour is now being performed for a wage and according to -
set guidelines and policies. This is particularly true of service work that requires
frontline employees to smile and to create a welcoming and warm atmosphere

irrespective of how they are really feeling, the pressure of the job or the way the



customer is treating them. It is not only what is delivered by way of the service but
also how it is delivered. Even frontline employees performing the most routine service
work engaging in short encounters with customers are required to smile, have a
friendly greeting at hand and make eye contact (Noon and Blyton, 1997:121)..
According to Hochschild (1983:5) the emotional style of offering the service is part of
the service itself. Thus service providers are required as part of their work to display
emotions and adopt a role to create a satisfying service experience for the customer.
These emotions are what ought to be “publicly expressed” rather than what the
frontline employee is actually feeling. As such emotional labour is the display of

appropriate emotion (Ashforth & Humphrey, 1993:89).

Frontline employees are in fact performing “emotional labour” according to “a
particular emotion script” (Noon & Blyton, 1997:123). Hochschild (1983:118-119)
refers to this emotion script as “feeling rules” and Ashforth & Humphrey (1993:89)
refer to it as “display rules” to emphasise that the emotion is not about real feeling but
about the required emotions to be expressed. From a role theory perspective, service
encounters can be seen as role performances where each participant plays a role
according to a script that is often strictly defined (Solomon et al, 1985:101). The
service providers as actors in the total performance engage in “the creation and
maintenance of a credible show” (Grove, Fisk & John, 2000:338). In engaging in
impression management, frontline employees must demonstrate loyalty to their
organisation by not disclosing any secrets about the creation of the performance. They
also must exercise discipline in learning and carrying out their parts according to the
script in a credible manner (Grove et al, 2000). For many employees, performing
emotional labour may not be a problem. However for those frontline employees who
are performing emotional labour over a long time, who have to deal with abusive
customers, or who feel uncomfortable expressing the required emotions there could be
negative consequences. These could include job dissatisfaction, role stress, emotional
exhaustion, alienation and “emotive dissonance” (Hochschild, 1983:90; Noon &
Blyton, 1997; Ashforth & Humphrey, 1993; Price et al, 1995). Frontline employees
may have a sense of being detached from their own ‘real’ feelings and this threatens
their self-identity. Hochschild (1983) believes that feigning feelings one does not have
over long periods of time can be very stressful and can lead to an experience of

emotive dissonance. In order to cope with this dissonance, employees can either



change what they feel or what they display. When the displayed emotions are what
they are being paid for it is often the employee’s feelings that are brought into line

with the required feelings.

Employees have developed various coping strategies that range at their simplest to
retiring to a rest room, to covert strategies such as inflicting physical discomfort on an
abusive customer to performing the job in a mediocre and routine way. In essence,
this is about frontline émployees not only taking a respite but also re-establishing a
sense of control and power. Hochschild (1983:90) observed flight attendants using a
‘slow down’ and making minor changes to their uniforms to flaunt the display rules.
The results of Wharton’s (1993) study on 600 banking and health service employees
challenges the understanding that all of the impact of emotional labour is negative.
She discovered that employees who are engaged in emotional labour are no more
likely than others to suffer emotional exhaustion. Morris and Feldman (1996) refer to
emotional exhaustion as a depleted state that results from excessive emotional
demands. Wharton (1993) finds that a high level of job autonomy makes it less likely
that employees experience emotional exhaustion. Noon and Blyton (1997) propose
that a degree of congruence between the employee’s personal characteristics and the
requirements of the job plus the opportunity to disengage from the work at the end of
the day may also assist in reducing the impact of emotional labour on frontline
employees. Ashforth and Humphrey (1993) point out that emotional labour is a means
of regulating interactions with customers and avoiding embarrassing interpersonal
problems. In fact, Noon and Blyton (1997) point out that many frontline employees

get great pleasure out of assisting customers.

2.1.3.¢c Service-orientated Behaviour

Schneider and Bowen (1993:39) describe service as a “personal and psychological
experience” between the frontline employee and the customer. The intangible and
variable nature of this service interaction has made it difficult to systematically
specify what effective service-orientated behaviour is (Morrison, 1996). In addition,
what is considered as effective service-orientated behaviour could vary considerably
from industry to industry and according to customer expectations (Browning, 1998).
Conellan and Zemke (1993) believe that it is critical to be able to describe and specify

behaviours to facilitate continuous improvement of service quality. Zerbe, Dobni &



Harel (1993:7) conceptualise service-orientated behaviour as “the nature and content
of the interpersonal interaction between service providers and customers”. They find
that the degree of positive behaviour that frontline employees show to their customers
is strongly related to customer satisfaction. Schneider and Bowen (1995:123) outline
four key areas related to motivation and competency issues when interviewing
potential frontline staff for financial services. These are client service (being
responsive to the client even if the client is not physically present, being patient and
putting the client at ease), oral communication (listening and understanding and
comfnunicating concerns and information so that it is understood), pressure and
adaptability (being able to work under pressure and adapt to change) and interpersonal
sensitivity when dealing with both customers and co workers. Carr (1990) emphasises
the need for frontline staff to listen effectively. This requires frontline staff to be calm
and objective and to focus on the customer’s problem and not on their own problems.
He expands listening to also include the skills of observing the customer so that the
employee can understand the customer and respond effectively, asking the customer
for more information and feeling the customer’s situation. Price et al (1995:93) find
that authentic understanding and providing more than the customer expected in
extended, affective, intimate (EAI) service encounters is highly related to the overall
performance of frontline employees. They define authentic understanding as
connecting with the customer’s life experiences and both customer and employee

engaging in self-disclosure.

Ford (1994) proposes three broad categories of behaviours used by service providers:
courteous service, personalised service and manipulative service. Courteous service
includes smiling, eye contact and friendly greetings that present warmth and
attentiveness towards a customer. Non-verbal immediacy behaviours are also used to
reduce the psychological distance between service provider and customer. These
include leaning towards a customer, orientation of the employee’s body towards the
customer and eye contact. Personalised service moves beyond the expected to where
an employee responds to a customer’s uniqueness. As with courteous service,
personalised service can take many forms ranging from programmed personalised
service which includes using a customer’s name to establish a perception of personal
service, to meeting the specific needs of the customer by eliciting their opinions and

providing personal advice. Manipulative service is achieved by strategically



manipulating customers and is most commonly used in getting the sale. Bettencourt
and Brown (1997) propose that pro social organisational behaviours are helpful
behaviours that promote the welfare of both the individual and organisation and can
be divided into role prescribed and extra role behaviours. Morrison (1996) indicates
that research into organisations that excel in customer service highlights employees
engaging in role prescribed behaviour and extra role activities. Role prescribed
behaviour follows the organisational guidelines and policies of how customers should
be dealt with (Williams & Sanchez, 1998; Morrison, 1996). They may be contained in
the implicit norms in the workplace or in job descriptions and performance standards
and include showing common courtesy, greeting customers, using a customer’s name,
saying ‘thank you’, having a good knowledge of products and policies, and cross-
selling the organisation’s services (Bettencourt & Brown, 1997). Extra role
behaviours have been aligned with spontaneous behaviour not specified as part of the
employee’s role and include helping customers in creative ways, ‘going that extra
mile” and assisting internal departments through suggestions to improve quality.
Schneider, White and Paul (1997) found that interdepartmental service orientation
related significantly to customers’ overall perception of service quality. Extra role
behaviours are in line with organisational citizenship behaviour (OCB) that Morrison -
(1996) proposes contribute to service excellence. He identifies five distinct
dimensions that include going that extra mile, motivation to help and support others
(altruism), willingness to support one’s organisation (civic virtue), willingness to
tolerate difficult circumstances without complaining (sponsorship) and respect and
consideration for fellow employees. Above average employees have a  clear
understanding of the needs of the customers, will follow up on customer queries and
complaints and take personal responsibility to resolve customer problems without

becoming defensive (Spencer and Spencer, 1993).

Kelley (1992) finds that the appropriateness of the activities to which effort is directed
and maintained (motivational direction) and not the amount of effort is positively
related to customer orientation. He defines customer orientation as “the satisfaction of
customer needs at the level of the employee-customer interacﬁon” (Kelley, 1992:27).
It seems that it is more effective to work smarter than harder. Frontline employees
behaviours that lead mostly to dissatisfaction among customers seems to rest in how

they respond to service failure and the attitudes and character of these employees.



Acknowledging the service failure and solving the problem for customers and
compensating the customer in some way can turn a service disaster into a satisfactory
customer experience. Employees who pay that extra attention to customers,
anticipating their needs, providing that special touch with flowers for a customer’s
birthday, not ripping off the holidaymaker and handling the pressures of the job with
grace, all leave that indelible impression on the customer of a satisfying experience
(Bitner, Booms & Tetreault, 1990:76-81). Bitner ef al (1994:98,100) find a strong
similarity in the way customers and frontline employees classify sources of
satisfaction and dissatisfaction in customer experiences and also similarities across
service industries — hotels, restaurants and airlines. However, employees did add
another group of incidents that were classified as “problem customer behaviour”.
Schneider et al (1980) also find that employees’ perceptions of the service-orientated

practices in their organisations are related to customers’ perceptions of the service.

2.1.3.d Determinants of Service-orientated Behaviours

Ford (1994) proposes that determinants of frontline employee behaviour during the
service encounter can be divided into three broad categories: customer variables,
provider variables and context variables. Under customer variables, he puts forward
customer’s gender, dress, race and weight as possible demographic characteristics that
seem to impact on the behaviour of the frontline employee towards the customer. For
example, females receive more positive non-verbals than males and the response time
for over weight customers is longer. The behaviour of the customer can also influence
the frontline employee. Ford (1994) provides examples of how demanding and
sociable a customer is. Aggressive behaviour, drunkenness and uncooperative
behaviour make it difficult for the frontline employee in dealing with a situation in a
way that could create customer satisfaction. In fact, frontline employees in these
situation are less likely to see these customer’s requests as legitimate (Bitner ef al,
1994 & Ford, 1994).

The way frontline employees interact with the customer can also be guided by their
personal characteristics. Female employees seem to display more attentiveness and
positive emotion towards customers (Ford, 1994). Specific dimensions of personality
in frontline employees result in them delivering more superior customer service

(Hogan, Hogan and Busch, 1984; Hurley, 1998; Williams & Sanchez, 1998). Hogan



et al (1984) developed a personality measure for ‘service orientation’ which they
measure along three dimensions ~ adjustment, sociability and agreeableness — and
defined as the willingness to treat customers and co-workers with tact, consideration,
courtesy, being perceptive of customer needs and being able to communicate
accurately and in a pleasant manner with customers. Hurley (1998:123-124) finds that
frontline employees who see themselves as extrovert and agreeable are rated more
highly on customer service by their co-workers. Extroversion was defined as the need
for attention and social interaction and agreeableness as the need for pleasant and
harmonious relations. The findings were less clear for the impact of adjustment,
defined as the extent that the world is experienced as threatening and out of one’s
control. Adjustment can adversely affect a frontline employee’s performance if it is
too high or too low. Employees high on adjustment can come across as arrogant and
overconfident while those low on adjustment can be self-depreciating, moody and

tense,

Williams and Sanchez (1998) find that openness to experience is associated with extra
role behaviour and conscientiousness with role prescribed behaviour. Williams and
Sanchez (1998) also find that extroversion and agreeableness predict both role
prescribed and extra role behaviour. Although there seems to be conclusive evidence
that specific personality dimensions are associated with service-orientated behaviour,
the magnitude of the effect seems to vary. Hurley (1998) does not find compelling
evidence that the magnitude of the effect of personality in the retail setting is large.
He cautions managers putting too much emphasis on dispositional defects as the cause
of poor service. Schneider and Bowen (1995) highlight the dispositional approach to
job satisfaction in that some people have a propensity to be upbeat and happy and
bring this with them to work. They, however, also contend that predisposition only
partly determines job satisfaction and that employees’ workplace experiences also

play a key role in determining their level of job satisfaction.

The context in which the service encounter takes place can also influence the frontline
employee’s behaviour. Ford (1994) provides examples of how busy the store is and
the length of the service encounter itself. Extended encounters result in more non-
verbal attentive behaviours and more boundary open relationships (Ford, 1994; Price

et al 1995). In a boundary open relationship, the service provider is expected to share



feelings and become more personally involved with the customer. Context can also
include the organisational culture and climate and the internal policies and practices
of an organisation. A climate is distinct from culture in that is about the perceptions
individuals have of what is important in the organisation while culture is the core
values, assumptions and meanings of the way the organisation functions (Kelley,
1992; Schneider & Bowen, 1995). The experiences and shared perceptions employees
have indicates a theme of service that leads them to the conclusion that a climate of
service exists (Schneider & Bowen, 1995). Kelley (1992:29) defines organisational
climate for service “as a set of descriptive characteristics concerning service delivery
and service quality that differentiate an organisation from others and influences the
service-related behaviours of the individuals in the organisation”. Schneider and
Bowen (1995:239) see culture and climate as “two aspects of a similar concept”. They
outline two types of service culture, the first of which is characterised by a positive
passion for service and the other a weak passion for service. In the first type of
culture, employees have a passion for service and so do their managers. The second
type of culture lacks a customer focus and is characterised by unsupportive
management and company policies and procedures that make it difficult for customer

contact staff to carry out their job.

The culture and climate is critical in determining the service-orientated behaviour of
frontline employees and the satisfaction of customers (Schneider & Bowen, 1995).
Kelley (1995:32) finds that employee perceptions of organisational climate for service
have a positive impact on their customer orientation. The customer will experience the
same culture and climate that the employee experiences (Schneider et al 1980;
Schneider & Bowen, 1985, 1993, 1995). Zerbe at al (1993:4,11) find that service
culture mediates the relationship between human resource management (HRM)
practices and employee service-orientated behaviour. They see a service culture as a
culture where there is an appreciation for good service and that gobd service 1s seen as
important and the norm to deliver good service to both internal and external
customers. HRM practices create and support a service culture that in turn affects the

service-orientated behaviour of frontline employees.



2.2 Human Resource Management

The 1980s have seen the rise of human resource management (HRM), and a shift from
a personnel management function serving a peripheral role, to that of a strategic and
distinctive role underpinning business strategy and creating competitive advantage for
an organisation. (Grundy, 1998, Beer, Spector, Lawrence, Mills & Walton, 1984;
Pfeffer & Veiga, 1999; 'Huselid, Jackson & Schuler, 1997, Storey, 1995). The
‘emergence of a more comprehensive and strategic approach to human resource
management has to a large extent been a response from organisations to stay
competitive (Ulrich, 1997, Pfeffer, 1998). Schneider (1991) and Redman and
Mathews (1998:59) point out that organisations need to become more outwardly
focused rather than internally focused and need to pay more attention to customer
perceived quality or “true” quality rather than just to business process quality or
“internal quality”. HRM is also taking a more central role in organisations in
emerging economies such as South Africa; economies that need to become more
world class and competitive (Kane & Palmer, 1995; Kane, Crawford & Grant, 1999;
Wood & Els, 2000, Habir & Larasati, 1999). Competitive challenges faced by
organisations that include globalisation, a need to be responsive to customers,
increasing profitability through cost and growth and keeping up with technological
innovation, have required the building of organisational capability “the DNA of
competitiveness”. This is particularly so in “soft” capabilities such as the ability to
attract and retain staff who can assist the organisation to meet these challenges
(Ulrich, 1997:10). Ulrich and Lake (1990. Cited in Hallowell, 1996:552) define

organisational capability as:

“(a) business’s ability to establish internal structures and processes that
influence its members to create organisation-specific competencies and thus

enable the business to adapt to changing customer and strategic needs”.

This places a demand on management and the human resource function through
effective human resource practices to build individual competencies into
organisational capability (Ulrich, 1997). Beer et al (1984) also identify some key
internal pressures that pressurise organisations to look at their assumptions of the
capacity and commitment of employees to contribute to an organisation’s success.

These include the increasing education of the workforce; the changing values of the



workforce (particularly to authority) and employees’ need to take into account their

own individual lifestyle.

2.2.1 Human Resources Management Defined

The theme of building capacity and taking a more strategic approach to the
management of employees is evident in Storey’s (1995:5) definition of human
resources management as a “distinctive approach to employment management which
seeks to achieve competitive advantage through strategic deployment of a highly
committed and capable workforce using an integrated array of cultural, structural and
personnel techniques”. HRM has characteristics and elements that distinguish it from
the more traditional forms of personnel management (Storey, 1995; Guest 1989,
Horwitz, 1988; Blyton & Turnaball, 1992; Legge, 1995).

221.a The relationship between Employees and Organisational
Performance

It is the people who work for the organisation that make the difference as to whether
an organisation is successful or not. As such, it is important to nurture employees
within the organisation and to treat them as a resource that can add value rather than
just a cost. Beer at al (1984) refer to human resources as social capital with the
implication that employees must be seen as an investment rather than as a budgeted
expense. The human resource system which includes recruitment, selection,
performance appraisal and training can enhance the ability of human resources within
an organisation to sustain the competitive advantage of their organisation by building
up a resource that is rare, valuable and difficult for competitors to imitate (Swiercz &
Spencer, 1992; Dreher & Dougherty, 2001). April (2001) emphasises that compétitive
advantage can only be sustained if the capabilities that create the advantage are
backed up by adequate resources and this includes human vresources. The human
resource is the knowledge, experience, training, insight and relationships of all the
employees within an organisation. There is also a concern for all levels of employees
in the organisation as key stakeholders in the organisation and mechanisms to ensure
their ability to influence the formulation of the HRM policies pertinent to them should
be put in place (Beer et al, 1984). Kane et al (1999) emphasis a need for a multi-

constituency approach when evaluating HRM effectiveness, as the ultimate survival



of an organisation rests on its ability to meet the needs and demands of all
stakeholders.

2.2.1.b Human Resource Management and Corporate Strategy

HRM is of strategic importance because the human resource is so critical to the
success of an organisation. The strategic approach to human resource management
implies the strategic management of an organisation’s human resources that underpins
the corporate strategy and should be consistent with initiatives taken in other areas of
the business (Anthony, Perrewe & Kacmar, 1993; Miller, 1989; Storey, 1995). As a
strategic thrust, it is responsive to the competitive marketplace and global business
realities, has a long term focus in terms of the style and approach of human resources
management and engages in problem solving and proactively making choices and
decisions committing the organisation to specific human resource approaches
(Anthony et al, 1993). Storey (1995), Guest (1989) and Kane et al (1995) suggest,
hbwever, that in practice there is a lack of integration of HRM into corporate strategy
and between the HRM practices themselves. Guest (1989) talks of a “piecemeal”
approach and Storey (1995) a “pick-and-mix way”. Kelliher and Johnson (1987) find
that practice of HRM in hotels does not reflect the rhetoric of the industry’s leaders

nor is it as sophisticated as the literature suggests.

2.21.c Line Management involvement in Human Resources
Management

Because of the strategic importance of HRM it is no longer the exclusive domain of
human resource professionals but rather a domain where management plays a key
role. Line managers are seen as the deliverers and drivers of HRM policies and
practices. As such the ‘management’ of managers becomes critical in ensuring that
HRM is effectively implemented. Line management is often defined as those
managers who have direct responsibility for achieving the objectives of the
organisation. There are also various layers of management from top management or
general managers through to middle or department managers to supervisory levels
(Heraty & Morley, 1995). Anthony et al (1993) propose that all managers are human
resource managers in that all managers need to take responsibility for the effective

and efficient utilisation of human resources within their organisation. Heraty and



Morley (1995) contend that increased competition and the resultant pressure to be
more efficient place day-to-day management beyond the routine. Line managers are
required to be consistently innovative in improving the way things are done. Being in
touch with employees on a day-to-day basis places management in a strong position to
drive HRM initiatives to empower staff to add value to the organisation. Poole and
Jenkins (1997) state that a common feature in the discussions of what constitutes
HRM is that line management has a kéy responsibility for HRM and that many of
HRM’s responsibilities have been decentralised to management (Stace, 1987, Heraty
& Morley, 1995). As Ulrich (1997) points out, in many cases, the delivery of the four
key roles of HRM may be shared between the HR professional and line management.
The four key roles are: management of firm infrastructure which is the design and
delivery of HR processes such as training and reward, the management of strategic
human resources which is the aligning of HR strategies and practices to the business
strategy, the management of employee cdntribution which is listening and responding
to the needs and issues of employees and, lastly, the management of transformation
and change which involves guiding the organisation through major transformation or
ongoing change initiatives (Ulrich, 1997). To a large extent, line management’s
responsibility has become that of implementing these roles while HR professionals
have taken on a more advisory role ensuring that these HRM roles take place as is
appropriate to the organisation. Ulrich (1997) goes on to point out that the role of the
management of employee contribution has undefgone the most change, with line

management taking on the bulk of the responsibility.

While Poole and Jenkins (1997) contend that there is strong evidence for the “hard”
version of HRM becoming increasingly dominant, the emphasis management now
places on listening and engaging with staff to increase their commitment also points to
the emergence of a “soft” approach to HRM. The hard model stresses the importance
of strategy, integration and the use of employees as a resource to achieve this strategy.
“Its focus is ultimately human resource management” (Legge, 1995:35) the soft
model on the other hand stresses treating employees as valued assets who, through
their commitment and skills can add value to an organisation. The focus in this model
is therefore on HRM policies and practices that empower employees to be resourceful
and as such the emphasis is on “human resource management” (Legge, 1995:35).

Storey (1995:14) reports an “impressive emergence of general ‘business’ managers



and line managers as key players on employment issues.” Top management support is
key to the implementation of HRM (Kane et al, 1999). Guest (1990) cites research
that innovation in HRM is more likely where line management are committed and
involved. However, there are key barriers that emerge to management becoming more
involved in people management rather than only the technical tasks of their jobs. The
first of these is the perception by management of a dichotomy between their technical
and people responsibilities that results. in giving preference to the former
responsibility (Shimko, 1990). The result is a lack of engagement and support for their
staff that results in low staff morale and, at its worst, increased staff turnover. Many
managers shy away from people management because they are ill prepared for it and
do not have adequate training in both the more technical areas such as selection and
training and the influence and process skills necessary to interact with staff. In fact,
many feel uncomfortable managing people. Managing people requires quite specific
interaction and relationship skills that we are all often ill equipped in. As a result,
there is a tendency for managers to delegate their HRM responsibilities to the HR
department (Shimko, 1990; Napier & Peterson, 1984; Heraty & Morley, 1995). In
many cases, the HR department bring this on themselves when they exclude line
management from certain HRM processes such as training and then wonder why
management fail to take ownership of such initiatives. Heraty & Morely (1995)

propose that issues of ownership and a fear of being substituted may be behind this.

Top management philosophy on how staff should be managed can also restrict the
options management have in managing their staff (Napier & Peterson, 1984). The
short-term focus adopted by many managers and the sense that they just do not have
the time for these people management issues also means that long-term HRM
initiatives become a low priority. Managers, in many cases, are only appraised on
short-term objectives and to only a limited extent on how they have carried out their
HRM responsibilities. In fact, managers who achieve good bottom line results are
often assumed to be a good people manager that is not necessarily the case. This is
something that an organisation can learn to its detriment latter on (Napier & Peterson,
1984; Heraty & Morley, 1995). Other barriers include managers not being able to
share crucial personal information with employees and a lack of credibility of the
HRM department. Also continuously introducing the latest HR fads reduces the
credibility of the HR department and of HRM itself. Of course, there are also the



political agendas of managers themselves that have often impeded the implementation

of HRM, for example, such as equal opportunity programmes (Kane et al, 1995).

221d A Focus on Organisational Culture, Integration and
Empowerment

Storey (1995) identifies three key levers that activate the HRM approach. They are
managing culture rather than procedures and systems, having an integrated approach
to HRM processes and practices such as selection, training and compensation, and
providing an organisational structure and jobs that allow for empowerment and
employees to take responsibility. There has been some debate as to whether
organisations can and have taken this approach and also how appropriate and realistic
it is. Storey (1995) finds evidence of grand initiatives but limited implementation.
Guest (1989) identified four diétinct models in practice — the HRM model, a
paternalistic welfare model (caring for employees so they care for the customer), a
production model (ensuring all the staff are working to consistent and clear industrial
guidelines) and a professional model (the human resources department delivers high
quality services). The HRM approach is also held up as fundamentally unitarist
reflecting an imposition of more managerial control and jeopardising the role of trade
unions (Storey, 1995; Horwitz, 1990; Guest, 1991). Storey (1995) finds a duality of
approach in many British organisations where trade union activities are still upheld
alongside new HRM initiatives. Horwitz (1990) states that there does seem to be an
increasing shift from the collective to more individual relations and that trade union
resistance to an HRM approach is more likely if unions are still developing and are
less established. Trade unions can feel that managerial initiatives undermine their
traditional role. He proposes, however, that South African organisations need to re-
examine the more unitary interpretation of HRM and develop a more pragmatic and

flexible approach that takes into account the power relations in the workplace.

Peccei and Rosenthal (2000:564/5) and Kalra (1997) raise the point that the HRM
approach opens the employee to manipulation by management as a means to an end.
The use of various mechanisms of control such as rewards and language to define
reality and establish the ‘rightness’ of a culture drive any resistance out. Kalra’s
(1997:176) main issue is around treating human beings as merely another resource

that he considers “derogatory and demeaning”. This emphasis on employees as a



resource ties in with the distinction between the hard and soft normative models of
HRM (Legge, 1995). A normative model prescribes an ideal approach. As Legge
(1995) points, out these approaches are not mutually exclusive and most normative
statements on HRM considers them both. Kane ef al (1999) find a strong relationship
between the strategic and developmental aspects of HRM in both developed and
emerging economies. They originally assumed that organisations in developed
economies would emphasis the soft approach to HRM as they find it difficult to only
compete on the basis of cost-minimisation. Their evidence points to the need for a
balanced approach for HRM to be effective. They measured HRM effectiveness by
the perceptions of management and non-management to the strategic emphasis on
HRM, the integration of HRM policies and practices, the long-term focus of HRM
and whether HRM motivated staff, ensured fair treatment and assisted staff in
developing to their full potential. In support of the soft approach to HRM, Kalra
(1997) proposes that discussion should be about human potential management where
policies, systems and interventiohs at both a macro and micro level create an

environment where employees can fully realise their potential.

Up to this stage, the discussion has centred on human resource management but it is
important to note the distinction between this approach and the more traditional
personnel management approach. There has been some argument as to whether there
is actually a difference or whether the use of the tenh human resource management is
merely a new title for personnel management (Legge, 1995; Armstrong, 1987,
Keenoy, 1990; Storey, 1995; Guest, 1989, 1991; Horwitz, 1988, 1990). As Legge
(1995) contends the soft normative model of HRM is many ways quite similar to the
normative model of personnel management. However she like Armstrong (1987),
Keenoy (1990), Storey (1995), Guest (1989) and Horwitz (1988, 1990) contends that
HRM is more of a senior management strategic activity where line managers are
business managers and HRM forms an integral part of their pursuit of good bottom
line results. Guest (1991) distinguishes between personnel management and HRM
around the issue of control, with personnel management involving more compliance-
based systems while HRM is more aligned with commitment. This translates into
personnel management being more concerned with a fair day’s work for a fair day’s
pay, employee relations being pluralist, collective and low-trust and the organising

principles being formal with defined roles and a top-down approach. The focus is also



on efficiency and cost minimisation while for HRM, it is on adapting to fit the
workforce and creating an empowering environment for employees to add as much
value as they can. The contract between employer and employee is also essentially
reciprocal and has a more unitarist approach to the relationship, strongly emphasising
the individual and trust. The organising principles are also more organic and flexible
allowing for more employee participation in decision making. Ellig (1997) believes
that in many ways personnel management is characterised by the employee advocate
and administrative role taken up by the HRM department. Storey (1995) spins the
distinction out even more and the following discussion is worth noting in the context
of this research. From a strategic perspective, the key relationship in HRM is between
the business and the customer while in personnel management it is between
management and labour. The customer focus is evident in that HRM takes its lead
from what the business needs with roles and rules being flexible to these needs.
Personnel management, on the other hand, focuses on consistency of rules and clearly
delineated roles. Keenoy (1990) and Horwitz (1990), however, both make the point
that personnel management and HRM are really complementary rather than mutually
exclusive practices. Horwitz (1990) proposes that a more holistic approach to HRM is
to have a more strategic perspective and to have supportive systems and procedures.
Keenoy (1990:7) talks of “the patchwork quilt of HRM” which is made up of a
variable mix of conventional operational personnel management, line management
responsibility for people management and a strategic and integrated approach to
HRM. Wood and Els (2000) find that, in practice, in the South African context, the
approach to HRM needs to take into consideration the realities of the situation within
which the organisation finds itself. Although five organisations in their research take a
more holistic approach to HRM, closer to the definitions proposed, in most cases, a
hybrid of HR-industrial relations practiceé was adopted. Guest (1990:380) finds that
although, in the American context, HRM has been the preferred approach, “the
rhetoric and enthusiasm” could run ahead of practiée. Storey (1995:9), in a study of
15 mainstream organisations in the United Kingdom, reports “an extensive adoption
of many ... HRM-style approaches”. Blunt (1990) and Kane et al (1999), however,
highlight the fact that only a handful of organisations seem to have translated HRM

approach into practice.



Kane et al (1999) highlight three possible barriers to the implementation of HRM.
Firstly, top management placing a low priority on the role of HRM and taking a short-
term view on HRM issues. Secondly, HRM staff not having the necessary knowledge
and skills to catalyse and support an HRM thrust in the organisation and thirdly, the
scepticism held by management as to the viability and real impact of HRM on the
business. In research on organisations in Australia, New Zealand, the United States
and Canada, Kane at al (1999) find that the lack of support of top management and
inadequate skills of HRM staff to develop and implement a more strategic HRM
approach hampers the effectiveness of HRM. Wood and Els (2000) find that effective
and militant trade unions and autocratic management attitudes undermine the HRM
approach, resulting in the HRM practitioner taking on a somewhat peripheral role.
Ulrich (1997:24) contends that in order to add value HRM professionals need to take
up multiple roles. They need to fulfil both strategic and operational roles, to monitor
and collaborate with management and achieve both short- term and long-term goals.
Both Ulrich (1997) and Ellig (1997) argue the need for a balance between these roles.
The complexity of HRM in organisations demands HRM professionals play
“increasingly complex and, at times, even paradoxical roles”. In terms of day-to-day
deliverables, they need to build an efficient infrastructure and increase employee
commitment and capability by listening and responding to employees and providing
resources for them. In terms of a strategic, long-term focus they need to partner
management in aligning HRM and business strategy and managing transformation
and change. Legge (1978, cited in Guest, 1991:159) describes this latter role as that of
a ’deviant’ innovator with an emphasis on the catalyst role of the HRM professional.
As Guest (1991) points out, the role in reality tends to be one of support in
implementing change rather than initiating change. Legge (1978 cited in Guest,
1991:161) proposes that HRM professionals can more realistically seek to develop the
HRM activities so that they can add the most benefit to organisational success. She
terms this ‘conformist innovation”. Both Guest (1989) and Hutton (1987) emphasise
the supportive role of the HRM professional to management. Hutton (1987) believes
that in order to gain any real credibility the HRM professional needs to provide facts
and figures that provide management with an accurate picture of the impact of the
HRM policies and practices. This reinforces Kane et al’s (1999) finding that
management will continue to question the credibility of HRM until they can see the

real impact of HRM initiatives.



In conclusion, our understanding of HRM up to now has to a large extent been based
on United States theoretical models steeped in the related American value system.
Sparrow and Wu (1998:26) contend that HRM as an Anglo-Saxon construct in
continental Europe is beén “grafted on” to management rather than “taken root.”” They
raise concern as to the relevance of HRM in a cross-national context. Zeffane and
Rugimbana (1995) caution multinational organisations and those seeking to conduct
business in less developed countries such as Africa to be more sensitive to cultural
differences. The emerging understanding of African management needs consideration
if the assessmént of the impact of HRM in the South African context is to be
considered valid and relevant. Lessem (1993) emphasises the contribution of South
African black culture to a humanistic approach to management. Humanism in African
culture embodies feelings and community. It is best described by the concept 6f
Ubuntu that expresses the belief that a man can only be a man through others. Mbigi
and Maree (1995) outline the key values of Ubuntu as group solidarity, conformity,
compassion, respect, human dignity and collective unity. A convivial management
style emerges from this orientation and as such there is an emphasis on relationship

building and teamwork.

2.3 The Link Between HRM and Organisational
Performance

A number of studies have linked high performance HRM policies and practices to
organisational performance (Huselid, 1994; Huselid, Jackson & Schuler, 1997;
Wright, McCormick, Sherman & McMahan, 1999; Haynes & Fryer, 2000; Hoque,
1999). Fitz-enz (2000) emphasises that investment in an organisation’s human capital
can have an impact on the financial performance of an organisation. Much of the
research highlights the importance of a match between HRM and the business strategy
and the implementation of a combination of HRM practices that support and are
consistent with each other. Dreher and Doherty (2001) contend that human resource
systems should have both a horizontal fit (internai congruence/consistency) and a
vertical fit (match with the business strategy). Huselid (1994) finds that the use of
sophisticated human resource policies has a substantial and positive effect on a
company’s financial performance. Sophisticated HRM policies involve all employees

being exposed to a combination of “best practices” in selection, performance



appraisal, compensation, grievance procedures, information sharing, attitude
assessment and labour management participation. Wright et al (1999) find that
selection, compensation and appraisal are positively related to refinery financial
performance but only where highly participative work systems are in place. Employee
participation is measured in terms of the degree to which operators feel they are
involved in various activities such as resolving customer complaints, recording
process variation and performance. Schneider (1994) contends that there has been a
lack of focus on the service outcomes as a measure of the impact of HRM on
organisational performance. In their study on a luxury hotel in Auckland, Haynes and
Fryer (2000) find that not only do aligning HRM policies and strategies with the
business strategy better their financial performance but it also-impacts positively on
guest satisfaction. Hoque (1999:419) finds that hotels that focus on both HRM and on
a business strategy emphasising quality enhancement, in particular HRM as “an
integrated and coherent package” perform the best in terms of service quality and
financial performance compared to the hotel industry average. It should be noted that
research that only focuses on the impact of one HRM practice is criticised for
producing misleading results and suffering from methodological weaknesses
(Worsfold, 1999).

2.3.1 HRM and Service Quality

The key question is whether HRM policies and practices influence service-orientated
behaviour and in turn service quality and under what conditions. As discussed earlier
service provider behaviour has a substantial influence on a customer’s assessment of
service quality. (Parasuraman et al 1985; Schneider & Bowen, 1995; Bitran & Hoech,
1990:90). Research by Zerbe et al, 1993; Bowen & Lawler, 1992; Schneider &
Bowen, 1985, 1993; and studies on Delta Airlines (Ulrich, 1992) and Southwest
Airlines (Hallowell, 1996) highlight the importance of the relationship between
human resources management and employee attitudes and the impact this has on their
service-orientated behaviour and ultimately on organisational effectiveness.
Employees who have a positive perception of the internal structures and practices
display positive service-orientated behaviour towards customers (Schneider & Bowen,
1985, 1993; Zerbe et al, 1993). How employees are treated within their organisation

influences the way they behave towards the customer thereby impacting on the



customer’s experience of service. Much of what happens inside an organisation
cannot be hidden from the customer (Schneider & Bowen, 1993). Customers have a
strong sense of what is going on in an organisation (Schneider, 1991; Schneider et al,
1997). Schneider and Bowen (1985) find a significant correlation between customers’
perceptions of service quality with employees’ human resource perceptions. This is
particularly so in relation to customers’ perception of employee morale and branch
administration. Employees’ perception of work facilitation is most consistently related
to customers’ service perceptions. Work facilitation items focus on organisational and

job conditions that inhibited work performance.

Eaton (2000:606) finds that service quality improves in nursing homes that use
innovative HRM practices such as team work and cross training and comes from a
core philosophy termed “regenerative” that is characterised by a high level of
employee empowerment and collaboration with clients and the community. Heskett,
Sasser and Schlesinger (1997:10) challenge the “cyble of failure” that many service
organisations find themselves in, where managers and employees are paid low wages
and offered little training and support. They contend that a factor most often
associated with high profits and rapid growth is customer loyalty and that the
strongest relationships in the service profit chain are between employee loyalty and
satisfaction and customer loyalty and satisfaction. The service profit chain emphasises
links between high quality support for employees, @e resulting employee satisfaction
and the positive impact this has on customer satisfaction and loyalty and
organisational profitability and growth (Heskett, Jones, Loveman, Sasser &
Schlesinger, 1994). Heskett et al (1997:11&114) propose a “cycle of capability”
which is based on selecting frontline employees for the right attitude, providing
excellent training, empowering these employees to carry out their job effectively,

providing “well-engineered” support systems and rewarding a job well done.

Schmit and Allscheid (1995) find support for a strong association between an
underlying emotional response and employees’ evaluations of service climate and
ultimately in the intention to serve. They distinguish between a climate of well being
which are employees’ assessments of policies and practices that result in positive
experiences and emotions and a climate of service that involves an employee’s

assessment of the policies and practices that support them in providing quality



customer service. Respect for each individual employee and fair management of
performance, combined with a genuine caring for people, seems to be the magic and
effective combination of ingredients in the case of Southwest and Delta Airlines
(Hallowell, 1996 & Ulrich, 1992). It required a paradigm shift within the minds of
management to view employees with the potential to add value rather than as a cost to
the organisation. The focus is on the human side of people management and viewing
employees as an asset. This, combined with the effective management of that asset,
plays a key role in creating the service excellence and a competitive advantage of

these organisations.

Schneider (1991:156, 1994) cautions against the “overly simplistic” and universal
expectation of a relationship between employees and customer attitudes and
profitability. HRM practices need to be appropriate to the market and market segment
in which the organisation operates. Schneider (1991) proposes specific conditions that
allow for employees and customer attitudes to be reflected in profitability.
Organisations that have been in the business a while are more likely to show profits
while newer organisations will not despite employee satisfaction due really to being
the new ‘boys on the block’. He points out that efforts to select effective employees,
and train and compensate them appropriately tend to have more of a long-term effect.
Other factors are low employee absenteeism and turnover, the willingness of
employees to go the extra mile and organisations that not only have providing
excellent service asa key focus but also share this vision across all departments in the

business.

Thomas and Doak (2000) find that a negotiated common set of organisational values
was a useful tool in managing and guiding employee behaviour not only in terms of
decision-making and cross-cultural interactions within a diverse workforce but also
eXternally towards customers. Lashley (1998) emphasises the contingency approach
to HRM by proposing four approaches to HRM based on the degree of customisation
of the service on offer and the amount of control vested in management over
employee performance. The four types are involvement, professional, participative
and command and control. Haynes and Fryer (2000) find that a match between HRM
policies and practices with the involvement style gradually improved employee

satisfaction and reduced staff turnover. Bowen and Lawler (1992) also propose that
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more than one approach to HRM can be taken in service organisations. They believe
that the empowerment approach may not be appropriate for some organisations and
may in fact lead to customer dissatisfaction. They identify two possible approaches to
delivering service excellence. The production line approach is characterised by simple
tasks, a clear division of labour, the use of technology and‘ systems instead of
employees and limited decision-making and discretion allowed to employees. The
empoWerment approach involves sharing information with employees, giving rewards
based on organisational performance, providing employees with the knowledge to
enable them to contribute to organisational performance, and lastly, allowing
employees to make decisions that influence the direction and performance of an
organisation. A production line approach is used by companies such as McDonalds in
line with providing efficient and standardised service particularly over a short period
of time. An empowerment approach is key for organisations that require flexibility to
customers’ needs and need to build relationships over a long period of time in a highly
competitive and unpredictable market. Horwitz and Neville (1996) point out that, in
reality most organisations will adopt an approach that lies somewhere between these

two extremes.

Bowen and Lawler (1992) believe that empowerment is not an either/or alternative
but rather a choice of three options that reﬂeét degrees of empowerment. Moving a
small shift away from the production line approach the option of suggestion
involvement encourages employees to provide suggestions while the job involvement
option offers employees, through job redesign and teams, the opportunity to handle
whole tasks and decide how to do their work. High involvement organisations involve
and share information with employees extensively. Batt (2000) also questions the
universal application of high involvement systems. She describes high involvement
systems where high relative skills are required, where jobs provide the opportunity for
employees to use these skills in collaboration with other workers and, lastly,
incentives are designed to induce discretionary effort. She finds that high involvement
systems do lead to better performance but are more likely to be adopted by higher
value-added markets where cost restraints are not such an issue. There are costs to
adopting an empowerment approach in terms of investment in selection and training
to get the right person who can make the right decisions and higher labour costs and

slower and more inconsistent service. It seems that congruence and fit are also



important in service industries as in any other industry, to ensure that HRM positively

impacts on service quality and organisational performance.

2.3.2  Specific HRM Practices and Service Quality

Both Pfeffer (1998) and Schneider and Bowen (1995) highlight several key HRM
practices that they believe can impact on the quality of service delivered by the
service provider. Both emphasise the importance of a combination of selective hiring,
ongoing and extensive training and contingent rewards. Each of these HRM practices
including performance appraisals and management support and their impact on

service is now discussed.

2.3.2.a Recruitment and Selection of Frontline Employees

Recruitment is about attracting a pool of suitable candidates. Selection involves
deciding from a short list of candidates who has the most appropriate knowledge,
skills and attributes and who is likely to fit well with the organisation and future work
colleagues (Rudman, 2002). Recruitment and selection is the gateway into the
organisation and, in many'ways at this stage the relationship between employee and
the service organisation has already begun. Effective recruitment and selection is
critical to the success of a service organisation particularly to those organisations that
rely on contact between employees and customers (Schneider & Bowen, 1995). High
performing organisations, including those in the service industry, take recruitment and
selection seriously (Pfeffer, 1998; Frenkel et al, 1999).

Firstly, they have a large applicant pool from which they selectively hire (Pfeffer,
1998; Frenkel et al, 1999). Schneider and Bowen (1995) emphasise the importance of
increasing the depth of the applicant pool, as it is the key to accessing the best quality
candidates. Davidow and Uttal (1989) maintain that companies that produce good
service use innovative ways to tap likely groups of potential employees. Some such as
Guest Quarters get involved in the community. Amway Grand Plaza targets
retrenched or handicapped workers who take well to the intensive training they offer.
Normann (2000: 92) also notes the importance of fitting with the life situation and life
stage of the applicant. This is integral to what he terms the company’s “personnel

idea” that matches individual’s needs to the business needs. He maintains employees
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only mobilize their energy for the organisation if they feel their needs are being met

within the context or setting of the business.

Secondly, high performing organisations know what the key attributes are that result
in an employee exhibiting service-orientated behaviour and which suit their particular
market and expectations of their customers. They hire for attitude and train for skills
(Heskett et al, 1997; Pfeffer, 1998; Frenkel ef al, 1999; Hoque, 2000). Pfeffer (1998)
emphasises that organisations should select for attributes that it is difficult to train for
and that clearly differentiate amongst those in the applicant pool. Peccei and
Rosenthal (2000) suggest that selection for service orientation should be a priority as
this facilitates the success of programmes to strengthen customer orientation.
Schneider and Bowen (1995) state that service disposition is measurable and predicts
service effectiveness and as such must be rigorously tested for. Heskett et al (1997)
contend that successful service encounters are the result of hiring the right people in
terms of their motivation and ability to interact with people. Cardy, Gove, and
DeMatteo (2000) propose that selection should be based on both general and specific
attitudes and skills of applicants in order to improve individual performance, team
performance and customer satisfaction. General characteristics include agreeableness
and conscientiousness and these influence a wide variety of tasks. Specific attitudes
and skills match an applicant to specific tasks and constituents such as other team
members and internal and external customers. Gitell (2000) finds that selection for
teamwork in service settings significantly predicts inore frequent problem solving
communication and the sharing of goals and knowledge and mutual respect across
functions. This is particularly important where work processes require what Gitell
(2000:518) termed “relational co-ordination”. This is characterised by collaborative
problem solving under time constraints and the sharing of information and

knowledge.

Thirdly, applicants in high performing organisations are selected for cultural fit
(Davidow & Uttal, 1989; Schneider & Bowen, 1995; Pfeffer, 1998). This is clearly
consistent with an HRM approach (Wood, 1994). Fourthly, they use appropriate
selection techniques that allow for accurate and fair selection such behavioural-based
interviews and validated psychometric tests (Hoque, 2000, Schneider & Bowen,

1995). Many of them also use non- traditional approaches such as the matching of life



themes (Heskett et al, 1997). Schneider and Bowen (1995:128) point out that attention
to the quality of people selected pays off both in the long and short-term. In the short-
term, bringing in service-orientated people rubs off on the overall climate of the

organisation and, in the long-term, it means winning the service game.

At an individual level, employees’ perceptions of the recruitment and selection
practices in an organisation does impact on their service-orientated behaviour.
Schheider and Bowen (1993) find a strong correlation of .64 (p<. 05) between the
hiring process, i.e. who gets hired and how it takes place, and employees’ passion for
service. Bowen et al (1999) report on research that suggests that an applicant’s
perception of how fairly they have been treated during the recruitment and selection
process has an impact on their initial commitment to the organisation, which
ultimately spills over into their interactions with customers. Employees more often
than not have limited, if any, factual information or expertise available to them to
evaluate HRM practices. They therefore often rely on perceived fairness to evaluate
the HRM practices. Their perspective is to a large extent driven by their need for
fairness and equality (Bowen et al, 1999).

2.3.2b Training and Human Resource Development within Service
Organisations

Although training and development are often referred to as one concept, they
essentially encompass two separate processes. Training aims to improve employees’
performances by providing knowledge, skills and attitudes related to a particular job.
Human resource development, on the other hand, is a much broader process involved

in developing the potential of an employee (Macky & Johnson, 2000:360).

2.32b.i  Investing in Training

In her article “How Fidelity invests in service professionals”, McColgan (1997:137)
states “(i) t’s hard enough bringing new hires up to speed in any industry, but when
your business is service delivery there is little room for error”. It is with this
understanding that customer satisfaction is based on the competence of the frontline
employee to provide the expected level of service and no less, that has prompted

organisations that take delivery of service excellence seriously to invest in the training



and development of their frontline staff. As Jones (2000) states customers enjoy
having a well-trained, knowledgezible person who can deal with their concerns or
orders. It is not uncommon to find not only a high monetary investment in training but
also a substantial amount of employee and management time dedicated to training
(Pfeffer, 1998; Schneider & Bowen, 1995). Companies can typically allocate up to
5% of their total business unit budget to training (Frenkel et al, 1999; Martinez,
1992). ’

Although not specifically focused on service industries, research from 10 European
countries reported by Holden and Livian (1992), does raise questions as to whether
this level of expenditure is really that common and whether often the high priority
given to training and development is not translated in operational terms. They find
that there are still many organisations, except in Sweden and France that are spending
below 2% of their salaries and wages bill on training. McGunnigle and Jameson
(2000) find that amongst hotels surveyed in their research, that provision for training
fits into budgets as opposed to budgets being developed to fit long-term training
needs. However, what is clear from the examples of successful organisations reported
on by writers such as Pfeffer (1998), Schneider and Bowen (1995) and Davidow and
Uttal (1989), is that training and development is taken seriously and cascaded
throughout the organisation, including not only frontline employees but support staff
and managers and supervisors who form part of the service system. Training is seen as

a long-term investment rather than a cost factor.

2.3.2b.ii  Training and Human Resource Development in Practice

Hoque (2000) found that hotels that implement HRM practices place a lot of emphasis
on the training and development of their staff and on the role of department managers
as coaches and trainers. They also emphasise the concept of continuous development.
However, hotels that perform best in terms of financial performance and service
quality have extensive induction programmés and also implement cross-functional
training. McGunnigle and Jameson (2000) in their research on HRM in UK hotels,
find that the predominant focus is on job-related skills rather than on the external
development of employees in non-job related transferable skills. Heskett et al (1997)
find that many of the outstanding service organisations viewed training as both an end

and a means. It prepares employees to do their job better but also actively seeks to



improve employees’ self-confidence, pride and ability to cope with ljfe. Horwitz
(1999) contends that there is a critical need to move from only providing narrow
technical skills to developing competencies in a wider range of skills. Frenkel et al
(1999) finds however that the training of service workers in call centres of companies
that exhibited strong competitive performance emphasised narrow contextual
knowledge such as company products and systems and customer service skills. For
these employees, their knowledge and skills is primarily gained from these formal
training courses and then from colleagues and supervisors. Disney also uses cross-
utilisation training where employees volunteer to train new recruits in its initial

Traditions I programme.

2.3.2biii  Focus of Training in Service Organisations

Nommann (1991) suggests that thé three tasks of the universities and schools set up by
the service industry should be teaching technical skills, interactive skills and infusing
employees with company values. Schneider and Bowen (1985) find that employees’
perceptions of new employee socialisation has a significant positive relationship with
customers’ assessments of employee morale and overall service quality. The
socialisation process includes orientation and formal training. Rainbird (2000) states
that the workplace is a significant place for learning both through formal and informal
opportunities that result from the nature of work and the social interactions that take
place. In their book “Winning the Service Game”, Schneider and Bowen (1995)
distinguish between formal and informal training. While formal training focuses on
providing job-related knowledge and skills, informal training is about learning the
culture of the organisation (Davidow & Uttal, 1989; Schneider & Bowen, 1995).
However, companies like Disney have formalised this process. Orientation and
learning the basic skills of the job are implemented as an integrated package. “The
most important day of training is day one — attending Traditions 1, the initial
orientation program for all levels of employees, ... This is where pride in the
company is developed.”(Martinez, 1992:56). In describing what frontline employees
should be trained in, Schneider and Bowen (1995) emphasise the importance of
training in knowledge and skills that is éuited to the nature of the business and the
strategy of ihe business. Fidelity’s FIRSCo division, which manages corporate

retirement plans, educates its Service Delivery University students in the hierarchy of



customer needs (McColgan, 1997). Certain customer needs have to be met before
moving onto the next level of needs. The company’s market research shows that the
first of these needs is timeliness and accuracy; followed by availability,
responsiveness, credibility and finally partnership. It is also important to train
employees to maintain and enhance the customer’s sense of self-esteem, their sense of
security and their feeling of being treated fairly. As discussed earlier, it is the
gratification of these needs that leads to customer satisfaction (Schneider & Bowen,‘
1995).

Fiebelkorn’s (1985:209) research highlights communication difficulties between
frontline employees and customers. He suggests that training should focus on making
employees competent communicators. He raises some concern about teaching
employees specific scripts to follow as this he feels can come across as “plastic”.
Davidow and Uttal (1989) also point out that formal social training only really works
for jobs that are highly standardised. Communication training should involve helping
employees anticipate the types of exchanges they could encounter, expanding their
repertoire of possible responses to these exchanges and developing rules by which
they could make decisions as to appropriate responses to various situations.
Teamwork is also a reality in many service organisations and training in interpersonal
skills, empowerment and how to work in a team is key to making these initiatives
effective (Schneider & Bowen, 1995). Redman and Mathews (1998) propose that the
extent of training in “soft” areas such as teamwork and interpersonal skills is
positively related to an increased level of customer perceived service quality. The rise
of team work and also the flexibility expected from service providers by customers
has necessitated multi-skilling employees. Davidow and Uttal (1989) find that
companies that lead their industries in customer service emphasise cross training
either vertically or horizontally in their training programmes. Organisations with a
high passion for service provide cross training in operations to improve service
(Schneider & Bowen, 1995). Inter-functional “cross-exposure” training is also an
important part of team building (Hoque, 1999). How to handle diversity in areas such
as language, cultural, age, gender and race should also be a key focus of training for
both frontline employees and their managers (Schneider & Bowen, 1995; Baum,
Amoah & Spivack, 1997).

e



232biv Factors Leading to the Effectiveness of Training in Service
Organisations

In reflecting on what increases employees receptivity to training, strong individual
service orientation in an employee is as important as is the perceived relevancy of the
training to the job. Peccei and Rosenthal (2000) find four main predictors for the
response of employees to customer orientation programmes. In order of importance
they are: an individual’s level of organisational commitment, their social desirability
disposition, their perceived level of competence, and the strength of their affective
orientation to customer service. In fact, in an earlier article, Peccei and Rosenthal
(1997) report that employees’ perceived level of job competence and their clear
understanding of what high quality customer service entails and how best it can be
provided, has a significant positive impact on employees’ commitment to customer
service. This research reinforces the importance of customer service training.
Conditions of the job and management need to reinforce the training if it is going to

have any long-term impact.

Normann (1991) emphasises the importance of reinforcing training. Support from
senior management is also critical and compensating management for their efforts in
training and developing employees pays off (McCologan, 1997). Rainbird (2000:1-2)
highlights the absence of a ‘champion’ at board level and a tendency to handle
training and development at an operational rather than a strategic level as reasons for
difficulties in implementing effective training and learning strategies in the
workplace. Ashton and Felstead (1995) state that, despite training and development
being integrated into the wider business strategy in companies at the forefront of the
HRM movement, this is not indicative of the general trend where little seems to have
changed. Horwitz (1999) contends that the state of play of HRD is mainly at an
operational rather than a strategic level. Good training according to McColgan (1997)
is connected to an organisation’s strategic and financial objectives and the primary
responsibility for development should rest with line managers. She contends that line
management involvement in training and development indicates top management
commitment and that managers are the best people to do this as they know the
business best. Kelliher and Johnson (1987) find that line management involvement in
training is a function of the size of the hotel with line management more involved in

smaller hotels. Horwitz (1999) raises concern as to whether line management have the



appropriate knowledge to be involved in the development of their employees. In
addition they also have workloads and financial and short-term objectives that in

reality relegate training and development to a low priority.

2.3.2b.v  Career Planning and Development in Service Organisations

In a review of articles published in 1996, Blum (1997) cites research by Donnellan
(1996) that highlights career development as one of the five core principles for
developing a culture of service éxcellence. Frenkel et al (1999) observe that service
workers have a bureaucratic career orientation that favours intermal labour market
progression. Internal career ladders exist for service workers but these are not
supported by formal rules and are limited in their range. They also find that only
about half 6f the service workers expect to get promoted internally and only 38%
report being satisfied with their career prospects. Female service workers from Japan
report even less satisfaction with prospects for career promotion and their job security.
Promotion from within, and a structured process of career development is also
observed by Hoque (2000) in the hotels who emphasise HRM. Rudman (2002)
highlights that carcer development is concerned with helping people develop the
means to achieve their career goals. He believes that the current meaning of career
development moves beyond the more traditional one of advancement and promotion
to one of continuing growth and the exercise of a person’s potential towards achieving
personal life goals. Tuckman (1974) suggests that career development involves
developing an individual’s self-awareness, an understanding of the environment in

which an individual lives and an ability to make career choices.

The achievement of job and personal satisfaction is also implicit in both career
development and in career planning. The latter is a process in which both the
organisation and individual engage in to identify a sequence of jobs and learning
experiences and training to allow the individual to achieve their potential and job
satisfaction. Burack (1977) distinguishes between organisation and individual career
planning. The former focuses on the logical progression of an employee between jobs
and the latter concerns the wants, skills and goals of an individual. An employer’s role
in the career planning process is to provide job information, offer education and
traiming and provide supporting HR systems and processes such a developmentally

orientated performance management system. A manager’s role is to supply



information, appraise performance, coach, counsel and provide feedback and support.
An employee’s role is to engage in self-assessment, gather relevant information, set
goals, develop a career plan, work with the manager, continuously engage in self-
development and training, and be open to opportunities as and when they come up
(Rudman, 2002; Leibowitz, Farren, & Kaye, 1986). Schneider and Bowen (1985) find
a significant positive relationship between career facilitation and overall service
quality, and branch administration and employee morale from a customer’s
perspective. Career facilitation measures an employee’s perception of an
organisation’s practices concerning employee career growth and development. Branch
administration focuses on the customer’s perception of how well the branch seemed to
be administered and run, while employee morale focuses on their perception of how
good the morale of the branch staff is (Schneider & Bowen, 1993). Zerbe et al’s
(1993) results point to a significant association between career opportunities and

service-orientated behaviour.

2.3.2.c Compensation Practices in Service Organisations

Cherrington (1995) states that total compensation consists of three key components:
pay, incentives and benefits. Rudman (2002) and Torrington, Hall and Taylor (2002)
shy away from using the word compensation with the possible meaning of making
amends for something, and propose using the word remuneration which is more
straightforward and describes all of the elements of financial and non-financial
remuneration. Financial rewards can be either direct cash such as wages, salaries,
commissions and bonuses, or indirect including benefits such as medical insurance,
retirement policies and childcare. Non-financial remuneration includes aspects of the
job itself such as being provided with challenging tasks and responsibility, or
recognition and promotion. The organisational context such as competent supervision,
collegiality and a safe working environment are also an important facet (Stone, 2002
& Schneider and Bowen, 1995). Pilbeam and Corbridge (2002) propose using the
term reward as a more holistic term to reflect an approach that is more dynamic and
flexible. They suggest that it represents a portfolio of management practices of
financial and non-financial elements that are flexibly directed at rewarding and
enabling employees to add value to an organisation in the interests of creating

competitive advantage. They also distinguish between ‘new pay’ and ‘old pay’, where



the former seeks to integrate pay with business strategy and emphasises pay for
performance, and flexibility to the needs of both the organisation and individual.
There is a focus on managing financial reward to send the right messages about
performance and corporate values. Lawler (1995) maintains that ‘new pay’ is not a set
of new compensation practices but a philosophy that encourages organisations to
identify pay practices that enhance organisational effectiveness. Frenkel et al (1999)
find that reward systems for service workers combine position-related features and
performance-related criteria. This indicates that the more traditional ‘old pay’ still
exists in practice with some evidence of performance-related pay. They also report
that service workers tend to emphasise extrinsic rewards such as pay and promotion
over intrinsic rewards such as the opportunity to develop challenging tasks and
responsibilities. This could be related to the bureaucratic orientation of many of the

service workflows.

Frenkel ef al (1999) identify that reward systems in bureaucracies have a high fixed
element; pay raises are based on seniority, experience and skill acquisition, and career
opportunities are mainly internal. Research reveals that Japanese female service
workers’ rewards are based on seniority rather than performance and that to a large
extent they are dissatisfied with their pay (Frenkel et al, 1999). Holbeche (2001)
believes that competitive pressures on organisations have necessitated the revision of
remuneration systems towards becoming more flexible and supporting high
performance work practices such as teamwork, employee empowerment and
participation in decision making. However, Holbeche (2001) and Redman and
Mathews (1998) raise a concemn that the practice in organisations is to pay for
individual performance at the expense of teamwork. This is one of the key problems
raised by critics of performance-related pay. Other criticisms are that employees
develop a narrow focus to work and ratings can be subjective and inconsistent and
demotivating to employees if they do not match their rating of performance. Another
key problem is that employees rarely have total control over the factors that influence
their performance (Stone, 2002; Holbeche, 2001; Torrington er al, 2002; Pfeffer,
1998; Storey & Sisson, 1998). An employee’s control and influence over the end
results is referred to as ‘line of sight’. The more immediate the line of sight the more
link the employee will see between the performance and their reward (Torrington et

al, 2002). However, the link between performance and pay, more specifically the
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level of pay, is often unclear. The amount of incentive is often seen to be too minimal
to have any lasting motivational impact on performance (Storey & Sisson, 1998).
Hoque (2000) finds that fewer hotels use merit based-pay systems than manufacturing
companies. Perkins (1991) of Federal Express asserts that linking compensation to
performance for employees at entry level as well as at the top is one of the key

elements that leads to employee satisfaction.

Schneider and Bowen (1995), however, propose that the design of the job and --
supervisory style be seen as a source of reward. They find a significant association
between supervision and overall service quality, and employee morale and branch
administration as assessed by the customer. Supervision includes establishing reward
contingencies (Schneider & Bowen, 1985). They also find that frontline employees
who talk passionately about service also speak favourably about internal equity of
compensation (Schneider & Bowen, 1993). The question that Schneider and Bowen
(1995) then raise is: What really drives service workers to deliver service-orientated
behaviour? They propose that as with customers, service providers’ need security,
esteem and fairness and justice. Results from research conducted by Bettencourt and
Brown (1997) finds that workplace fairness is an important antecedent of frontline
employee pro social behaviour. They also find significant positive relationships at
branch level between pro social behaviour and customer satisfaction. Workplace
fairness accounts for more variance in extra-role behaviour than in role-prescribed
behaviour. It would appear that perceptions of fairness are more likely to influence
behaviours of a discretionary nature and those that rely on the extra effort of the
employee. The concept of social exchange would seem to be at play here where
voluntary actions on the part of employee are based on reaping personal benefits even
if they are only in the long-term. Morrison (1996) proposes that, to the extent that
HRM practices establish identification with the objectives of organisation and
empowerment, so they impact on the level of organisational citizenship behaviour and
on service-orientated behaviour. Bettencourt and Brown (1997) find that the key
predictors of pro social behaviour are fairness of pay rules, pay administration and job
supervision. The key concerns for frontline employees are with the rules for pay rises
and promotions and how management implements them. Raises and promotions are

seen as just rewards in the long run for going that extra mile for the customer.



A key issue in relation to pay is equity of which there are three types: external,
internal and individual equity. Equity is an important principle in distributive justice.
As highlighted earlier, frontline employees’ sense of internal equity impacts on their
passion for service. Internal equity is based on comparing one’s pay with the pay for
different jobs and levels in the same organisation. However, as Bowen et al (1999)
point out, the way decisions about pay are made and communicated can often offset
distributive injustice. Distributive justice principles, of which equity is one, define
what is fair in the way of pay outcome. This involves allocating rewards consistently
across people and over time (consistency principle), objectively (bias suppression
principle) and based on accurate information and facts. Communicating why certain
inequities exist and why certain changes have been made can go a long way to
alleviate employees’ sense of unfairness. Secrecy around pay cén give rise to mistrust
and cynicism in the whole compensation system (Stone, 2002; Bowen et al, 1999;
Pfeffer, 1998). Schneider and Bowen (1995) also find that frontline employees
frequently raise issues around fairness and equity of the reward system. Frontline
employees who believe that they are being treated fairly also believe that they work
for service-orientated organisations. More often than not, this translates into superior
customer service and customer satisfaction. Essentially the impact of remuneration on
the behaviour of service providers rests not only on the pay or reward itself but also
on how the remuneration system is implemented. It is ‘asserted that service
organisations fail to utilise the full range of available rewards, under emphasise the
intrinsic reward of goal accomplishment, reward behaviours that run counter to good
customer service and, all in all, do not understand how to utilise reward systems
effectively to motivate and energise their employees (Schneider & Bowen, 1995;
Dreher & Doherty, 2001).

There is a whole range of rewards available to organisations to use. Pay or money is
often the preferred reward used by organisations. More often than not, however,
employees see it as not being directly linked to their performance. They get paid for
coming to work but not necessarily for smiling more times at the customer than their
colleague. Indeed, Zerbe ef al (1993) find that employee satisfaction with financial
rewards is not associated with service-orientated behaviour. The reason for this could
rest in organisations not rewarding the intangible aspects of service-orientated

behaviour such as building good relationships with customers and displaying positive
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emotions to the customer (Schneider & Bowen, 1995 & Zerbe et al, 1993). Where
financial incentives are used they seem, according to Redman and Mathews (1998) to
have little impact on and, often are counterproductive to, the implementation of total
quality management and the co-operative behaviour required. However, Burns (1992)
reports on a bonus plan that does promote customer service. The success of the plan
rests on three specific features. Firstly, superior customer service is rewarded
immediately, there is flexibility in the selection of the award criteria relevant to the
business unit and, lastly, the plan is made highly visible to all employees emphasising
the importance of customer service. Holbeche (2001:131) maintains that reward
schemes “carry enormous symbolic significance for employees”. They teach
employees what is and what is not valued in an organisation. Schneider and Bowen
(1995) cite Steve Kerr who proposes that rewards, to be effective, need to be
available, flexible, reversible, contingent on performance, visible, timely, and

motivate over the long-term. Money fails on many of these criteria.

Service businesses find it difficult to use money effectively as a motivator but do not
explore alternative rewards (Schneider & Bowen, 1995). Pilbeam and Corbridge
(2002) point out that reward as a more holistic concept should include non-financial
elements such as quality of supervision, interpersonal relationships and recognition,
achievement, potential for growth and quality of working life. Employees who work
in orgénisations with ‘high’ service orientation provide ample examples of feedback
from their managers and awards and parties recognising their performance (Schneider
& Bowen, 1995). Award ceremonies are a characteristic of many excellent service
organisations and are a formal way of recognising and praising employees for
excellent customer service. However, it is important that the selection of winners must
be clearly linked to the customer perception of service quality, otherwise employees
see the process as being tainted by favouritism (Davidow & Uttal, 1989; Macaulay &
Cook, 1994). Macaulay and Cook (1994) point out that non-monetary rewards, such
as a thank you letter or a meal out, can be beneficial motivators. Recognition and
feedback is inherently linked to a sense of self-esteem and of belonging and being
accepted in an organisation (Schneider & Bowen, 1995). To impact on employee
performance, a combination of various approaches to reward needs to be taken and
factors such as good relationships between management and staff and a service-

orientated culture also need to be in place.
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