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ABSTRACT

Employer branding is an effective marketing strategy with the objectives of attracting,
motivating and retaining the best employees. The benefits of applying employer branding
include attracting more qualified applicants and improving employee selection systems. In
the long term, employer branding is helpful for reducing recruitment cost, as well as

preventing the loss of intangible knowledge and value.

An in depth study based on interpretive research has been undertaken to investigate the role
of employer branding in employee attraction and retention in China. 19 in-depth interviews
were carried out with employees in a range of different positions in a number of Chinese
companies. Research results firstly identify employer branding’s attributes that improve job
seekers’ intentions to apply for jobs and the attributes that motivate existing employees’ job
retention. Secondly this study discusses employee attraction and retention within the
developed employer branding framework and brings in ‘needs theory’ from a psychology
perspective to explore employees’ choices. The ‘fit” theory is also used to explain employees’
branding behaviour from HR perspective. Thirdly, employees’ behaviour is further
explained within the Chinese culture system in order to understand why employees’ personal

situations and social influences would shape their choices.

Contributions of this thesis include advancing the understanding of employer branding by
further explaining employees’ role in companies’ marketing activities. A conceptual
framework is built to provide theoretical foundations of employer branding concept,
demonstrate how employer branding is related to traditional branding theories and discuss
how it can be applied to employee recruitment and retention. Secondly, a broader range of
branding attributes that contribute to employee attraction and retention are identified and
each attribute is discussed in detail. Thirdly, the existing employer branding research is
limited in that it primarily relies on explaining employer branding attractiveness by
following the instrumental-symbolic framework within the marketing discipline. This thesis
successfully incorporates HR management knowledge to explain job seekers and existing
employees’ perceptions towards employer brand. This bridges Marketing and HR together,
as these two research streams have evolved relatively separately from each other. Therefore,
both theoretically and practically, this study contributes to developing interest in the links
between marketing and HR theory. Fourthly, this research extends the employer branding
study to a non-western setting and provides a theoretical framework to understand the
subject in the emerging market - China. Chinese employees’ unique perceptions toward
employer branding attributes are explored in detail and provide insights for better

implementing employer branding within Chinese organisations.
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Chen Ren PhD Thesis Introduction

CHAPTER 1: INTRODUCTION

This chapter provides a broad introduction to the overall thesis. The reasons for the topic
selection are discussed followed by a brief introduction to employer branding which helps to
set the context of the study. This chapter also outlines the research questions and objectives.
Finally, an overview of thesis structure is presented showing how the different chapters link

together.

1.1 Introduction to employer branding
1.1.i The challenge of talent shortage and low employee engagement

In the growing knowledge-based economy where skilled employees are in short supply,
many large economies, including China, Japan, and the U.S. are currently experiencing a
talent shortage. Globally, 35% of employers report they have difficulty in filling jobs due to
the lack of available talent, which is the highest talent shortage rate since 2007; furthermore,
only 13% of employees are engaged in their jobs, whilst 63% are not engaged and 24% are
actively disengaged (ManpowerGroup, 2013). Low levels of engagement among employees
can lead to high turnover. Recent research shows that 74% of employees would consider
leaving their jobs today (Hedges, 2014) and that 32% of employees are actively looking for
new jobs globally (Hall, 2013).

Clearly the talent shortage and low levels of employee engagement are becoming
increasingly significant problems globally. The problem of attracting the right people and
keeping employees who are attached to the company may have a negative impact on
company performance. As a result, attracting and retaining employees is now a key issue in
the business arena. For example, articles such as ‘Make Sure Your Employees’ Emotional
Needs Are met’ (David, 2014) and ‘The Secret to Delighting Customers’ (Bhattacharjee et
al., 2013) can be found in the Harvard Business Review, whilst ‘How Managers Keep
Employees From Jumping Ship’ (Hedges, 2014) and ‘I'm Outta Here! Why 2 Million
Americans Quit Every Month’ (Hall, 2013) have recently been published in Forbes.

On the other hand, companies who have a reputation for treating their employees well are
able to attract more applicants. For example, current young job seekers and new graduates

appreciate companies such as Google and Facebook because these companies are famous for
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treating their staff members as family. Articles such as ‘Here’s What Happens To Google
Employees When They Die’ (Casserly, 2012) and “This is what life is actually like working
for Facebook’ (Smith, 2013) have attracted much attention.

Therefore, to face the challenges of the talent shortage and high rates of employee turnover,
identifying an effective strategy which helps companies build their reputation as ‘a good

employer’ is becoming more and more urgent.
1.1.ii Employer branding

Employer branding emerges from the application of marketing principles to the field of
employee recruitment and management (Lievens et al., 2007). The core idea within the
employer branding concept is that employees are seen as the company’s internal customers
(Ambler & Barrow, 1996). It applies branding strategy to internal customers (employees) by
branding the internal products (employees’ experiences related to the company) to match the
functional and emotional values with employee needs (Moroko & Uncles, 2008; Berry &

Parasuraman, 1991).

Employer branding emphasises how an organisation-level variable affects employee
behaviour and aims to establish the identity of the firm as a unique and desirable place to
work, alongside its aim to attract, motivate and retain current and potential employees
(Backhaus & Tikoo, 2004). Similarly, Lloyd (2002) also defines employer branding as the
sum of a company’s efforts to communicate to prospective and existing staff that it is a
desirable place to work (Lloyd, 2002). Lievens (2007) further confirms that employer
branding involves promoting internally to existing employees and externally to potential
employees, ‘a clear view of what makes a firm different and desirable as an employer’
(Lievens, 2007, p.51). Therefore, in the context of employer branding, the central concern
and the primary target customers include both existing employees, as well as the potential
employees companies would like to attract (Wild et al., 2010; Ambler & Barrow, 1996). The
products offered to these potential and existing employees include their experiences as job
seekers who know the company through job advertising and other social media, and being a

member of organisations who serve for the company (Moroko & Uncles, 2008).

It is argued that applying employer branding strategy can enhance employee based brand
equity and add value to the company (Cardy et al., 2007). Employee equity is defined as the
effect of brand knowledge on potential and existing employees of the company (Backhaus &
Tikoo, 2004). It is the total lifetime value of an employee to the company, with the aims of

increasing employee retention and loyalty, ultimately profitability (Cardy et al., 2007).
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Specifically, employer branding recognises employees as human capital. It is based on
longer-run perspectives that focus on attracting and keeping employees who provide the best
long-term value for the company. It helps to increase the number of the applicants which
provides companies with more choice in the selection stages (Turban & Cable, 2003).
Meanwhile the opportunities for recruiting the right employees are greater which increases
employee value equity. Employer branding also helps organisations to find their ways to
engage their employees more fully. Engaged employees can contribute financially and non-
financially to company performance (Gallup, 2013; Chi & Gursoy, 2009; Miles & Mangold,
2007; Heskett et al., 2003, 1994; Ulrich et al., 1991). Finally, retaining engaged employees
for longer helps to create retention equity. This can lead to benefits in terms of saving on
direct costs through avoiding expensive recruitment, selection and training costs, as well as
saving on indirect cost by reducing disruption of performance, decline in morale and loss of
strategic opportunities. The other big loss for companies these days happens when highly-
performing or long-tenured employees leaving their job, the priceless tacit and intangible job
knowledge, processes and procedures, as well as organisational history are difficult, in some
cases, impossible to recreate (Chi & Gursory, 2009; Cardy et al. 2007; Gursoy et al., 2007;
Hurley & Estelami, 2007; Fishman, 2000; Day, 1994). Therefore, employer branding helps
to build employee retention and thus maintain high levels of employee-based equity which is

hard for the competitors to imitate (Cardy et al., 2007; Ulrich, 1991).

1.2 Reasons for topic selection
1.2.i Research gaps

In light of the significant benefits for the organisation which can be attributed to employer
branding strategy, both scholars and practitioners are eager to identify effective approaches
to employer branding for the attraction and retention of talented and skilled personnel.
Among existing studies that focus on employer branding implementation, many efforts have
been made to understand the factors job seekers perceive as attractive and how to adapt and
adjust a company’s employer branding strategy accordingly (Lievens, 2007; Berthon et al.,
2005).

A distinct and believable image of the employer brand is highlighted as an effective strategy
in attracting target groups of job seekers (Wilden et al., 2010; Knox & Freeman, 2006).
Brand attributes, including both instrumental and symbolic attributes are presented through
the employer brand’s distinct and credible image. Research shows that those brand attributes

contribute to job seekers’ selection intention. For example, Ambler and Barrow (1996) were
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early proponents of the concept of employer branding in their paper and they explain how
employer branding’s instrumental (economic) and symbolic (functional and psychological)
attributes improve the attractiveness of the employer (Ambler & Barrow, 1996). Lievens
(2007), Lievens and Highhouse (2003) and Lievens et al. (2005) also indicate that employer
branding’s instrumental (such as good salaries, advancement opportunities, job security etc.)
and symbolic (organisational culture, working environment etc.) attributes improve
organisational identification and attractiveness (Lievens, 2007; Lievens et al., 2005; Lievens
& Highhouse, 2003). Wilden et al. (2010) and Berthon et al. (2005) also conducted a similar
study of employer branding and further identified more instrumental and symbolic attributes
that build the attractiveness of the employer brand (Wilden et al., 2010; Berthon et al., 2005).
Backhaus and Tikkoo (2004) explain this phenomenon by drawing on similarity attraction
theory and social identity theory. They indicate that job seekers are encouraged when brand
attributes match with their needs. Job seekers’ decisions are also encouraged when they feel

they are members of certain social groups within the company (Backhaus & Tikkoo, 2004).

When moving to the post-employment stage, employer branding’s role in keeping newly-
hired employees has also been studied. For example, it is argued that the extent to which the
employer branding’s attributes are true and employers can successfully deliver the promised
benefits in the job market will influence how employees perceive the quality of the company.
Employees will be motivated to stay and trust the employer when these attributes and
benefits are delivered successfully. On the other hand, a mismatch between the promised
benefits and reality can lead to employee dissatisfaction and ultimately high levels of staff
turnover. In addition, employers’ investments into employer brand building are also
perceived as a positive sign, which shows that companies value their employees (Wilden et
al., 2010). Other researchers have focused on the role of employer branding in staff retention.
For example, Maxwell and Knox (2009) and Backhaus and Tikoo’s (2000) studies identify
the different employer branding characteristics which motivate employees to stay, such as
company successes and organisation culture (Maxwell & Knox, 2009; Backhaus & Tikoo,

2000).

It is argued that employer branding research is relatively scarce and still in its early stages;
several research gaps have been identified which motivate me to explore the employer

branding concept further.

Firstly, the need to identify a broader and more detailed range of employer branding’s
attributes that enhance job seekers’ likelihood to apply for jobs is highlighted (Lievens et al.,
2007; Knox & Freeman, 2006). Within the limited existing employer branding literature, it

is observed that employer branding attraction has been explained using marketing

4
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knowledge and frameworks, such as exclusively following the instrumental-symbolic
framework (Lievens et al., 2007). Further exploration of employer branding attractiveness

and its effect on job seekers’ behaviour are needed.

Additionally, while studies reveal that the extent of employer branding attractiveness varies
between individuals, the importance of exploring the factors that influence job seekers’
perception of employer branding attractiveness are highlighted. For example, there are calls
for research into the ways in which different brand attributes perform in different conditions,
the way different individuals react to influential factors and how the sources of the

influences can be identified (Wilden et al., 2010; Maxwell & Knox, 2009).

Secondly, limited attention has been paid to employer branding’s effect on employee
retention when considering that motivating and retaining the hired employees is a further
essential characteristic of employer branding (Lievens, 2007; Berthon et al., 2005).
Empirical studies to explore the effect of employer branding in the post-recruitment stage

are needed (Wilden et al., 2010; Maxwell & Knox, 2009).

Thirdly, employer branding is a multi-disciplinary, cross-functional approach. Employer
branding shares a theoretical foundation with product-based branding so that implementing
the employer branding strategy initiates from the marketing department. Employer branding
is also an approach of managing the company human resources. Therefore combining the
brand-centred human resources activities, brand communications and brand leadership
behaviour is highlighted as a means to generate employee brand commitment behaviour
(Burmann & Zeplin, 2004). However, whereas the fields of marketing and branding have
documented extensive empirical work on employer branding, for example, employer
branding attractiveness has been explained primarily under the instrumental-symbolic
framework within marketing discipline (Lievens et al., 2007), studies which link employer
branding with the fields of organisational psychology, human resource management and the
employer branding in a single study are notably scarce (Matanda & Ndubisi, 2013). HR
literature is still ‘almost silent’ in exploring employer branding strategy (Martin et al., 2004,

p-77).
1.2.ii Personal reasons

On a personal level, I have long held an interest in the concept of employee attraction and
retention in the Chinese sector. As part of my Master’s dissertation, I investigated how to
build internal branding within Chinese companies from a management perspective. This led
to an interest in branding related studies within Chinese sectors. Additionally, coming from a

background of both Management (Undergraduate) and Marketing (Postgraduate), the nature
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of employer branding as a cross-disciplinary study also motivates me to bring in

management and marketing knowledge to further explore this interesting and important topic.

This study aims to understand employer branding in the context of Chinese organisations. I
think it will benefit from my personal experiences of living and being educated in China. In
particular, my working and internship experiences in Chinese companies has helped
structure my knowledge about how Chinese employees perceive their employers. The
practical contribution of this study will also help Chinese employers to face the fierce
challenge of talent shortage and low employee engagement. Additionally, my experiences as
an employee in Chinese companies have also helped in the recruitment of suitable potential

participants for the primary research.

1.3 Employer branding in China — A brief overview

Despite the fact that Chinese employers are facing the challenge of talent shortages and low
employee engagement, employer branding is still an under-explored area within Chinese
companies (Moroko & Uncles, 2008). The country is reporting an increasing in talent
shortage currently, with 35% of the surveyed employers indicating they are experiencing
talent shortage. Moreover, compared with 2012, talents shortage in 2013 has increased by
12%, which put China as one of the 10 countries who are experiencing the biggest changes
in talent shortages (ManpowerGroup, 2013). The country is also facing the challenge of low
employee engagement with only 6% of the employees fully engaged in their work (lowest in
the world), 68% of them are not engaged and 26% are actively disengaged with their
companies (Gallup, 2013). It also reveals that on average, only 15% of Chinese employees
are very satisfied with their job, 17% of Chinese employees are not satisfied with their
current roles (LinkedIn, 2014). Predictably, employees who are not engaged with companies
and are dissatisfied with their roles will leave the company once better job offers are

available.

Clearly the talent shortage and low levels of employee engagement can impede Chinese
companies’ development. The competitive drive to hire and keep highly skilled, specialist,
value-adding employees is predicted to increase so organisations will have to compete more

vigorously in the ‘war for talent’ (Martin et al., 2003).

Whilst recognising that employer branding can help employers to recruit the right employees
and keep them for longer, however, it is also noticed that existing studies of employer
branding dominate in the context of Western companies (Knox & Freeman, 2010; Maxwell

& Knox, 2010; Wilden et al., 2010; DelVecchio et al., 2007; Berthon et al., 2005; Lievens &
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Highhouse, 2003; Lievens et al., 2003). Managers find it difficult to apply existing models
of employer branding strategy to their daily management as Chinese employees have certain
perceptions towards the employer branding attributes due to the unique social and national
environment. For example, comparing to individualism dominated Western culture, Chinese
culture is collectivism dominated. Therefore, rather than making their job decisions
independently, Chinese people make their job decisions by considering different
perspectives, including opinions from parents and friends and their decisions may well be
based on the best outcome for all. Additionally, Chinese culture is also characterised as
having a high level of power distance with low tolerance for ambiguity, low employee
commitment, low interpersonal trust and low tolerance for conflicting ideas and interests
which are all different from Western cultural systems (Edwards & Zhang, 2003). The unique
value perception also shapes Chinese people’s attitudes and behaviour (Adler, 2002; Bond,
1996). For example, Chinese people value harmony and vanity in their social relationships.
Also the concept of ‘Guanxi’ and the Confucianism traditions both influence Chinese
people’s behaviours. Therefore, research is needed to assess what attracts Chinese job
seekers and what motivates them to stay as these factors are likely to differ from those in the

west (Jiang & Iles, 2011; Bjorkman & Lu, 1999).

This study aims to investigate employer branding practice in China. Chapter 8 particularly
explores Chinese culture and value systems to understand employer branding attraction and
retention in detail. It is hoped that the findings of this study will provide further insights to

improve the attractiveness of Chinese companies’ employer branding.

1.4 Research questions and objectives

1.4.i Research questions
The gaps identified within the existing literature guide the focus of this study. The four

research focal points are:

e Employer branding attraction. This research will identify the employer branding
attributes that increase the likelihood of job seekers applying for jobs with a particular
company. It will then focus on exploring what factors have shaped job seckers’
perceptions towards the brand attractiveness.

e Employer branding commitment. Through exploring the application of employer
branding in employee retention, the influences which motivate employees to be loyal to

the employer brand will be identified. Companies’ employer branding strategies can be



Chen Ren PhD Thesis Introduction

adapted accordingly. Moreover, factors that may shape employees’ perceptions towards
the brand commitment will be explored.

e Cross-disciplinary study. The third research focus is to understand and explain the
concept of employer branding and the research findings by integrating literature from
both marketing and HR. Theories from both human resources and organisational
psychology will be explored to pursue a better understanding of employee brand
attraction and commitment behaviour.

e Employer branding in China. Chinese employees are predicted to have their unique
perceptions toward employer branding attraction and commitment due to the social
culture and value systems. Therefore, the fourth research focus is to explore employer

branding implementation in China.

Accordingly, three main research questions are developed with the aim of addressing them

in this study:

1. What are the employer branding attributes that improve job seekers’ likelihood of
applying for the jobs?

2. What motivates hired employees to be loyal to the employer brand and stay for a long

period of time?

3. What shapes employees’ perceptions of employer brand attraction and retention, in the

context of Chinese companies?
1.4.ii Research objectives

To successfully address these three research questions, a number of detailed research
objectives are developed. These objectives also ensure that I follow a structured research
process, from the initial literature review, research gap identification, research question
generation to the methods implication and findings interpretation. These objectives will be

reviewed in conclusion chapter (Chapter 9) to ensure they are satisfactorily achieved.

Table 1.1 in the next page outlines the research objectives and the relevant chapters which

will contribute to the research objective fulfilment:
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Table 1.1: Research objectives

Research Objectives Relevant Chapters
RO1: Th hl iewing th tant literat in the field of
oroug. y reviewing the extant literature in the field o Chapter 2

employer branding
RO2: Identifyi h lopi h f

. enti ymg research gaps and developing research focuses and Chapter 3
questions accordingly
RO3: Designing suitable methodology to collect and analyse data Chapter 4&5
RO4: Providing insights int 1 brandi ttracti d

. roviding .1ns1g s' into e.rr%p oye’r ran' ing attraction an Chapter 6&8
retention through interpreting participants’ experiences
ROS5: Understanding employer branding as a cross-disciplinary Chabter 7
strategy and explaining employees behaviours accordingly P
RO6: Exploring employer branding attraction and retention in the Chapter 8

context of Chinese organisations

RO7: Drawing the research findings and developing models to
elaborate the research results and provide a holistic view of employer Chapter 9
branding

1.5 Outline of the thesis
This thesis has nine chapters; each chapter is structured and linked to each other as following:

» The first two chapters present the academics’ voice of existing employer branding

literature:
Chapter 1 is the introduction to the thesis.

Chapter 2 presents an overview of the extant literature relating to employer branding. It
starts with introducing the role of employees in company marketing activities and the
internal marketing concept. Employer branding as an effective internal marketing strategy is
introduced in detail. Definitions of employer branding, theoretical foundations of employer
branding and the benefits of applying employer branding strategy are presented. A
conceptual framework is developed in the end which provides an holistic view of the

employer branding concept.

The definition and theoretical foundation of employer branding form the basis of data
interpretation in Chapter 6 and 7. Benefits of employer branding highlight the needs of
applying such strategy within the company which are further discussed in Chapter 3.

9
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Chapter 3 further examines the employer branding literature. The results of employer
branding studies are presented and four of the research gaps within the employer branding
research are identified. They highlight the need for further exploration of the following areas:

e employer branding’s role in employee attraction;

e cmployer branding’s role in employee retention;

e employer branding within the HR paradigm;

e employer branding in the context of China.

Four research focal points are developed accordingly which structure the research questions
generated in Chapter 4. Data interpretation in Chapter 6, 7 and 8 is also centred on the four

research gaps and therefore aims to answer the research questions accordingly.

» Chapters 2 and 3 provide a theoretical foundation for employer branding. The next two
chapters reflect the researcher's voice in terms of research methodological choices and

experiences:

Chapter 4 centres around methodological issues instead of focusing on the methodological
approach employed. It explores the nature of the topic (what) and the philosophical
assumptions behind the research (why). Two different world views (logical positivism and
interpretivism) are discussed. With a focus on employee experiences, the aims of the
research, the nature of the research as well as the role of the researcher are presented. This
chapter informs and directs the detailed accounts of the research method, interpretation and

analysis which are presented in Chapter 5.

Chapter 5 presents the research methods decisions and steps taken. It provides a reflexive
account of the research experience. Through interjecting my own voice and experiences, my
ideas and understandings about the research design are presented in detail. This chapter is
structured to include: the methodological choices and decisions made, the detailed

approaches employed and the data analysis method applied.

» In Chapters 6, 7 and 8, the empirical results corresponding to the research focal points are
presented. Chapter 6 and 7 present discussion of the findings and developed a conceptual
model. Chapter 8 goes further and presents a further understanding of research topic with

analysing the same dataset:

Chapter 6 presents a general discussion and interpretation of the findings. The data are
presented based on participants’ own accounts of their experiences. Data are organised in
light of how employer branding’s attributes influence employees’ behaviour in Chapter 2.

Employer branding’s tangible and intangible attributes that improve job seekers’ intention to

10
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apply for jobs and employer branding’s attributes that motivate employees to commit to the
employer brand are both presented. These findings elaborate and develop the framework in

the first stage and answer the first and second research questions.

Chapter 7 explains the findings of Chapter 6 in relation to the objectives of this study and
the current literature. Chapter 6 shows the way in which employer branding attributes
contribute to employees’ attraction and retention, and describes this process in detail through
the voices of the participants. Chapter 7 brings in the researcher’s voice to explain individual
participants’ employer branding choices within the existing theoretical framework.
Participants’ employer branding choices are explained firstly within the marketing discipline;
secondly this chapter also brings in HR knowledge to further analyse participant’s decisions.
The model in the second stage aligns the above research results together and presents an
holistic model of the employer branding concept. The first and second research questions are

further answered.

Whilst the extent of employer branding’s attributes can be controlled and tailored according
to employees’ personal requirement and the affordability of the companies, there are still
factors which influence individuals’ decisions significantly and are difficult to predict or
change. Chapter 8 goes beyond the previous results and identifies what shapes employees’
perceptions of employer branding attraction and retention. The third stage model is built
based upon the results. It elaborates the overall research results by presenting the findings in
the previous chapters and also adding in the findings of Chapter 8. This model contributes to

a fuller picture of the employer branding attraction and retention.
Chapter 9 draws together the conclusions and presents potential research proposals.

Figure 1.1 on the following page outlines the organisation and structure of this thesis (See

Figure 1.1: Organisation and Structure of the Thesis).
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Chapter 1: Introduction

Chapter 2
Employer Branding: attracting and retaining internal
customers

l

Chapter 3
Employer branding implementation: identifying research gaps

Research Research Research Research
focus 1 focus 2 focus 3 focus 4
Chapter 4
Research Methods
Chapter 5
Research Design and
Experiences
Chapter 6 Chapter 7 Chapter 8
Further
Employer Discussion exploring
branding employees’
attractiveness decision:
and influences on
commitment- perceptions
the voices of toward
the employer
participants branding
attraction and
retention
Chapter 9
Conclusion

Figure 1.1: Organisation and Structure of the Thesis
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CHAPTER 2 EMPLOYER BRANDING: ATTRACTING AND
RETAINING INTERNAL CUSTOMERS

This chapter presents an overview of the extant literature relating to employer branding. It
starts by introducing the role of employees in company marketing activities and the internal
marketing concept. Employer branding as an effective internal marketing strategy is
introduced in detail. Definitions of employer branding, the theoretical foundations of
employer branding and the benefits of applying employer branding strategy are presented. A
conceptual framework is then developed which provides an holistic view of the employer

branding concept.

2.1 Employees create competitive advantages for the organisation

‘The most important component of our brand is the employees. The people

have created the magic. The people have created the experience’.
-Howard Schultz, CEO of Starbucks (Mosley, 2007)

It is generally agreed, both in marketing literature and in practice, that the functional
differences between products are playing a less important role in driving competitive
advantage. This is due to rapid globalisation and the pace of technological development,
hence the time before competitors imitate products is increasingly diminished (Mosley,
2007). The competitive advantages that can be gained from the low cost of raw materials
and labour, moving and storing inventory, and new technologies, have been levelled
significantly: ‘today, competitors can rapidly decipher and deploy the recipe for your
product's secret sauce and use it against you’ (Dawar, 2013). Mosley (2007) takes the airline
industry as an example: ‘as EasyJet succeeded in doing in the airline business, it is only a
matter of time before competing companies, like Ryan Air, start beating you at your own

game’ (Mosley, 2007, p.126).

Contemporary competitive advantage, as indicated by Dawar (2013) in his new book, lies in
the unique value created when a company interacts with customers in the marketplace. An
advantage of this unique value is that ‘unlike product-related advantage, this value is
cumulative, continuously building over time’ (Dawar, 2013). Mosley indicates that

customers’ preferences are no longer largely derived from technical expertise, rather, the
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interpersonal quality of trust and commitment between the customers and companies

predominantly influence customers’ total experiences and preferences (Mosley, 2007).

Many other researchers agree with Mosley’s view and observe the important role of
employees in creating this competitive advantage. For example, Boxall (1998) explains that
advanced technology can only create competitive advantage when talented employees utilise
it (Backhaus & Tikko, 2004; Boxall, 1998). Ulrich et al. (1991) identifies employee created
strategy advantages as organisational capability. Organisational capability contains unique
organisational histories, cultures, characters, patterns of behaviour, management and
leadership capabilities. These factors are all rare, valuable, non-substitutable and nearly
impossible to replicate (Ulrich et al., 1991). Pfeffer (1994) confirms the importance of
employees by claiming that ‘as other sources of competitive success have become less
important, what remains as a crucial, differentiating factor is the organisation, its employees
and how they work’ (Pfeffer, 1994). In addition to this, survey results show that within
different industries, ‘person-to-person experience’ is identified as more important in creating
value for organisations than any other factor (Mosley, 2007; Julian, 2006; JD Mobile survey;
McEwan & Buckingham, 2001). Therefore employees, by interacting with customers
through service and products, and delivering the distinctive experiences, play an important

role in helping organisations create value and competitive advantage (Mosley, 2007).

2.2 The role of employees in the marketing mix

‘The idea of the marketing mix is the same idea as when mixing a cake. A
baker will alter the proportions of ingredients in a cake depending on the

type of cake we wishes to bake’(Goi, 2009, p.2).

The role of employees in creating competitive advantage also calls attention to broadening
the marketing scope. Lings (2004) claims that the modern marketing concept should not be
viewed as exclusively an external focus, treating the customer as king (Lings, 2004). Kotler
(1972) also indicates that ... marketing is a relevant subject for all organizations in their

relations with all their publics, not only customers’ (Kotler, 1972).

The evolution of broadening the marketing scope results from the realisation that the
traditional marketing paradigm is no longer sufficient in meeting the needs of the
contemporary marketer. For example, McCarthy’s 4Ps model (1964), which indicates that
the marketing mix contains product, price, place and promotion as the instructional guideline
for most marketing practises (Duncan & Moriarty, 1998; McCarthy, 1964). Arguably, the

4Ps framework is a product orientated strategy which undermines the role of the interactivity
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and personalised communication in the marketing mix. As a result, it was recognised that
this framework fails to reflect the key idea of a more contemporary marketing philosophy
which emphasises interaction and retaining a long relationship with customers rather than
‘one-time’ trade and immediate sales (Moller, 2006; Goldsmith, 1999; Gummesson, 1997,

1994; Gronroos, 1994).

Over time, scholars have modified the original 4Ps model and added new elements to it. The
human element, as one of the most widely accepted new elements, is added to the 4Ps model
to complete the marketing mix. Among different human elements, company employees — as
the goods and service producer who intermediate the relationship between the companies
and the customers in the marketing activities — have been highlighted as the most important
human element (Constantinides, 2006; Fryar, 1991; Cowell, 1984). For example, Payne and
Ballantyne (1991), and Judd (1987) both suggest the addition of employees in the marketing
mix (Payne & Ballantyne, 1991; Judd, 1987). Moreover, Process, People and Physical
evidence — the three new ‘P’ elements that Booms and Bitner (1981) added into the 4Ps
model — also explicitly identify the role of employee in the marketing mix (Rafiq & Ahmed,
1995; Booms & Bitner, 1981).

Introducing the employees (as the new ‘P’ element) into the marketing mix has theoretical
foundations. Kotler (1972) indicates that the real problem in the marketing area is ‘not
outside marketing but inside marketing’; it is about how to ‘[get] others in his organization
to accept his ideas’. Kotler continues that employees are companies’ co-marketers who
direct the marketing strategy. As such, companies need to ‘find, train... assign’ and motivate
their employees for a better marketing effort (Kotler, 1972). Harris and de Chernatony
(2001) also consider employees in the centre of company’s marketing activities for their
ability to positively or negatively impact the results of a marketing program (Harris & de
Chernatony, 2001). Therefore, in the current marketing mix employee equity comes first in
order to create customer based equity so that company staff are the first customers (Ambler,

2001).

Another factor which motivates marketing researchers to pay attention to employees is a
keen awareness that employees are helpful for enhancing business effectiveness (Moroko &
Uncles 2008). King and Grace (2006) observe that only when all staff members realise that
employees contribute to organisation performance by building excellent relations with
customers, can a company achieve their marketing objectives (King & Grace, 2006). More
specifically, customers actively interact with company employees and this on-going personal

contact largely influences the way in which customers view the company (Moroko & Uncles
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2008). The outcomes of this interaction (purchasing and re-purchasing decision) will be
largely directed by the quality and consistency of the products and the services. Therefore,
whether employees can effectively respond to company strategies and their consequent
performance will heavily influence customer satisfaction; contributing to sales, profits

growing and marketing performances (Mosley, 2007; Gounaris, 2006).

Specifically, the employees’ role in marketing activities includes balancing the relationship
between organisation and customer, creating value for the company and helping companies

to build healthy relationships with the key stakeholders.
2.2.i Employees’s role in balancing the relationship between organisation and customer

Kotler (1994) highlights the role of employees in balancing the relationships between
organisation and customers through marketing activities. Kotler also indicates that marketing
excellence requires support from external, internal, and interactive marketing (Kotler, 1994).
External marketing focuses on the relationships between company and customer, while
interactive and internal marketing emphasise the employee-customer and organization-
employee relationships respectively (Kotler & Keller, 2011). The relationships between
external, internal and interactive marketing and how these three markets support marketing
excellence are demonstrated in the marketing triangle framework (See Figure 2.1: The
Marketing Triangle, Zeithaml & Bitner, 1996). It is argued that a well-rounded marketing
triangle ensures effective value transfer between companies and their customers (Rafiq &

Ahmed, 1993).

Organisation

Internal Marketing
“enabling the promise”

External Marketing
“setting the promise”

Satisfaction, Quality,
Brand Loyalty

1T

Customers

Employees

Interactive Marketing
“delivering the promise”

Figure 2.1: The Marketing Triangle
Source: Zeithaml & Bitner, 1996, p.23
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Within the marketing triangle concept, the company’s relationship with customers in
particular, will be strengthened when customers — generally viewed as the ultimate value
receivers — are satisfied with the received value in the external market (Varey, 1995; Rafiq &

Ahmed, 1993).

Employees help to strengthen the relationship between company and customer and keep the
marketing triangle well circled (Varey, 1995). Christopher et al. (1991) explains that
employees help companies to formulate created value according to the customers’
preferences and bridge the gap between companies and customers by delivering the value
(Christopher et al., 1991). Gummesson (2000) expresses a similar idea by emphasising that
value creation requires the engagement of every piece of the organisation; if one piece is
missing the outcome will be of an unsatisfactory quality. Employees, the coordinating agents
who contribute to value creation and transfer, should not be neglected in this value creating

process (Gummesson, 2000; Ballantyne et al., 1995).
2.2.ii Value Exchange Theory

The importance of employees in marketing activities is further demonstrated in the value

exchange process within an organisation.

Kotler (1972) and Kotler and Levy (1969) emphasise that exchange is an essential part of
marketing activity: ‘The core concept of marketing is the transaction. A transaction is the
exchange of values between two parties’ (Kotler, 1972; Kotler & Levy, 1969). Service-
Dominant (S-D) Logic studies also emphasise the idea of exchange, service-for-service
exchange between different parties, resource integration and the consequent value co-
creation. It proposes that essentially, companies, markets, and society are fundamentally
concerned with exchange of the applications of competences, such as knowledge and skills
for the benefits of a party (Wieland et al., 2012; Gummesson, Lusch & Vargo, 2010; Vargo
& Lusch, 2004). Value is created when a party interacts with the resources and capabilities
provided by other parties. As a result, the overall value of a company is derived as a result of
value exchanges between all of its stakeholders invovled in the marketing activities (Lusch

& Webster, 2011).

The fundamental basis of exchange in a business is the process of using one’s resources to
create value with and for the benefit of another party (Wieland et al., 2012). Similar to
customers exchanging cash for goods and services, employees exchange their time, energy
and values with the benefits provided by the company (Lings, 2004). As a result,

organisational value can be created as a consequence of interaction, reciprocity and benefits
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exchange between the company and its employees. Ballantyne (2003) also explains that
developing the relationship between employees and organisations is mainly about
exchanging the benefits (value) that are of mutual interest. He further demonstrates the
exchange process as: ‘if we (do something), will you (do something)?’ (Ballantyne, 2003,

p.1254).

Payne and Holt’s (2001) Relationship Value Management Model also illustrates the
interaction between organisations and their employees (See Figure 2.2: A framework for
Relationship Value Management). The key idea of the model is that value propositions are
crafted by creating mutual value between company and the employees (Payne et al., 2005).
Employee recruitment, satisfaction and retention create benefits and reduce costs for the
company. However, the effectiveness of the value is largely dependent on the degree of the
exchanged benefits from the company, both financial and beyond monetary (Payne & Holt,
2001).
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Figure 2.2: A framework for Relationship Value Management
Source: Payne & Holt, 2001, p.173

2.2.iii Employees’ role in building relationships with other key stakeholders

The term ‘stakeholder’ is gaining an increasing popularity in both scholarly and practitioner
literature. Stakeholders are groups or individuals who can affect or are affected by the

accomplishment of organisational purpose (de Bussy et al, 2003). Additionally,
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stakeholder’s behaviours and views towards the company can be influenced by other
stakeholder groups (Simmons, 2009). Ballantyne (2000) confirms that organisations cannot
avoid collaborative relations among different stakeholders when marketing is increasingly
seen as a disciplinary synthesis for creating and delive