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ABSTRACT

Employees are important endorsers and gatekeepers to authentic conversations
brands want to have with their consumers. This research focuses on predictors of
employee endorsement. The purpose of the study was to investigate how internal
marketing, internal engagement and perceived external prestige influence employees’
propensity to engage in positive word-of-mouth conversations about their company’s
brands to their families, friends and close networks. Although the concept of word-of-
mouth has received a lot of attention from researchers and practitioners alike, few
studies have focused on the perspective of the initiator of word-of-mouth

conversations, especially if the sender is employed by the brand being endorsed.

From the literature reviewed an endorsement model was developed testing
relationships between the constructs of (independent) internal marketing, internal
engagement prestige and (moderating) perceived external prestige with (dependent)
employee endorsement. A quantitative study was conducted through an email-based
survey for which data from 156 employees from a South African bank was used to test
hypotheses. A moderated regression was applied to establish the model fit to the data

collected.

The results of the model confirm that internal marketing and internal engagement are
important predictors of employee endorsement. Although an organisation’s external
prestige is theoretically important to employees, data reveals that the variable does not
have a significant bearing on the relationships between internal marketing and internal
engagement with employee endorsement. These findings are relevant for businesses
seeking to leverage their employee potential not only in strengthening their branded
services when servicing customers also growing their client base with an engaged

customer base emanating from authentic trust relationships.
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1. CHAPTER 1: INTRODUCTION TO THE RESEARCH PROBLEM

1.1 Introduction

Companies seeking growth are faced with far more competition for consumers’ share
of mind than ever before. Today’s competitive landscape for brands is characterised by
continuously increasing advertising budgets, low consumer confidence in companies,
increased access to information, as well as consumers who are selective about their
sources of advice on products and services. When choosing products, consumers
believe the advice of their friends and family over advertising (Tadena, 2014), and
within companies employees remain the most trusted source of information (Edelman
Berland, 2014). Employees’ networks thus provide an opportunity for a rich base of

potential consumers facilitated by authentic engagements with employees.

The first chapter of this study introduces the research problem by providing
background into the academic and practitioner need to investigate employees as
endorsers of their company products and services. The chapter identifies key research
aims and objectives by linking the theory of employee endorsement through positive
word-of-mouth. The chapter further demonstrates the benefit of the research to

marketing practitioners and business.

1.2 Background

The global financial crisis of 2008 which affected most economies in the world, is
amongst the main causes for organisations to change the way they compete for
consumer attention (Quelch & Jocz, 2009). This shift towards customer centricity in
marketing approach is further necessitated by the rising cost of doing business and
changing consumer spending habits from pre-recession, through recession and into
market recovery (Deloitte, 2013; Flatters & Willmott, 2009).

As markets mature, these consumer-facing organisations are continuously looking for
ways to increase their market share through exploiting new segments (Anaza &
Rutherford, 2012). Within every organisation employees and their networks represent a
potential noteworthy source of additional revenue as well as other consumer driving

benefits.
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1.2.1 Market background

Industries are under pressure not only to retain value through existing customers but
also to grow their customer base (EY, 2014). The cost of acquiring new customers is
high (Lusch & Boyt, 1996) and the cost of additional advertising and promotions to
keep up with competition is also rising. Retaining existing customers is equally
challenging as those who are dissatisfied with the products and services they are
offered are actively seeking and pursuing new options (EY, 2014; Schreuder, 2014)

often without the organisation knowing the potential loss of future revenue.

The competitive environment is further complicated by the need for companies to not
only stay ahead in their primary categories, but to also keep watch of parallel industries
infringing on their market share and revenue (Deloitte, 2013; Interbrand, 2013). The
retail category has had to embrace such a reality now competing against e-commerce
giants who have reshaped traditional retail consumer shopping from a physical store
experience to an online, thus appealing to a consumer seeking convenience, speed of
service, cost efficiency and variety (Interbrand, 2013). Similarly, supermarkets and
other retailers have along with technology companies increased their presence in the
financial services sector (Deloitte, 2013). Diversification of organisations into non-
primary categories, not only offers clients more choices, but also offers companies the

potential to dominate in multiple segments where they are able to offer better value.

Consumers have also evolved over the last century and their options for brands have
increased. They have become digitally savvy and now have access to a wide variety of
information. They have growing confidence in their own ability to find information that
they need about businesses and brands (Flatters & Willmott, 2009). They are openly
critical of brands and pursue opportunities such as social platforms to voice their
opinions about the value they have received (Fournier & Avery, 2011). Through social
platforms, they hold the power to build or break brands based on their understanding
and experiences (Barwise & Meehan, 2010). They have low trust in brands that lack
transparency. They actively seeks alternative brand options when they are

disappointed with their current brand experience (EY, 2014).

© 2014 University of Pretoria. All rights reserved. The copyright in this work vests in the University of Pretoria.



1.2.2 Authentic word-of-mouth exchanges

Despite the economic challenges, it is estimated that global spend on advertising and
entertainment amounted to over one ftrillion dollars in 2013 which was an increase of
increased by 5.8% from 2012 (McKinsey & Company, 2013). This massive investment
signals the increase in daily media impressions consumers are faced with. As
marketers look at alternative marketing interventions to break through the clutter, word-
of-mouth is a viable option that has the ability to deliver quality authentic messages to
advertising-wary audiences (Tadena, 2014). People trust their family and friends for
advice on brands (Gensler, 2013; Tadena, 2014),

Word-of-mouth communication is the sharing of information about brands, products or
services from one person to another without any direct financial reward for either. A
distinction has to be made to buzz and viral marketing as the other form of alternative
marketing. Buzz marketing is a method of generating excitement around a brand
message in unexpected ways (Kotler & Keller, 2012). Viral marketing is also the
exchange of information, usually online, from consumer-to-consumer however the
exchange is paid for and facilitated by the brand (De Bruyn & Lilien, 2008; Kotler &
Keller, 2012). It is widely accepted that word-of-mouth is important to shaping
consumers’ beliefs and actions (Harrison-Walker, 2001). Whilst marketers are aware
that driving word-of-mouth is a powerful method for rich engagement with consumers,
their approach has been on viral marketing interventions which are short-lived and lack
transparency for the audience (Harrison-Walker, 2001). Attempts by marketers to
generate genuine product word-of-mouth through viral marketing and buzz campaigns
have failed because consumers perceive these to be inauthenticity (Balter & Butman,
2005). Unlike buzz and viral marketing, “word-of-mouth is the honest, genuine sharing
of real opinions and information about products and services” (Balter & Butman, 2005,
p. 8). It cannot be controlled and efforts to measure its impact have been challenging

as most of the exchanges occur offline (De Bruyn & Lilien, 2008; Kotler & Keller, 2012).

People engage in exchanges about brands, products and services all the time, with or
without the influence from brands (Barwise & Meehan, 2010). Positive word-of-mouth
is when marketers rely on these exchanges to be positive about their brands. There
are various reasons people endorse brands to others. Balter and Butman (2005) talk

about the six reasons people talk about brands and products.
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Table 1: Why people talk about brands and products

Helping and educating Proving knowledge Finding common ground
The need to help others to The need to show off what we The need to see what we have in
make good product decisions. know. common with others.
Pride Sharing

Validating our own opinion

. . The need to show others that we The need to share ideas,
The need to see if our opinion . - . . ;
T are proudly associated to a brand | opinions and information with no
of a product is similar to others. : X
or product. self-serving motive.

Individuals engage in conversations due to one or multiple reasons listed above. For
companies, the rules are different. An example is the unwritten ‘social playbook’ brands
participating in social media have to adhere to in order to be part of the conversation.
Brands have to be accepted first by members of that group, they have to participate in
the unstructured conversations without being defensive about any product or industry

commentary in the conversation (Barwise & Meehan, 2010).

Company employees however, have the ability to authentically talk about the
company’s products from a perspective of helping and educating as well as brand
pride. They are able to fulfil the need to help others make good product decisions given
their insight. Those who are proud to be associated with the company can share their
experience without breaking social rules. They are the most trusted spokesperson for
credible and honest information in the organisation (Edelman Berland, 2014). Their
message can translate with ease to clients and potential clients. To leverage the
benefit of positive word-of-mouth from employees, a company first needs to
understand internal factors that drive employees to talk about their employer’s products

authentically and with pride.

1.3 Problem statement

Whilst the subject dates back several decades, research has predominantly focused on
the consequences of word-of-mouth and most of the communication exchanges
observed have been from customer-to-customer (Harrison-Walker, 2001; Léhndorf &
Diamantopoulos, 2014). With this prospect, there is opportunity to investigate the
drivers of word-of-mouth further through the lens of the sender of the message as the

employee.
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From an employee research perspective, the focus over time has been their
recognition as a source of competitive advantage for the organisation from a customer
satisfaction point of view (Sirianni, Bitner, & Brown, 2013). Previous research also
focused on the delivery of brand experiences to customers through service employees
(King & Grace, 2009, Sirianni, Bitner, Brown & Mandel, 2013). Brand marketers have
invested in programs to orientate employees to deliver these branded services to

customers. Marketers now need to look at the opportunity for employee endorsement.

Employee endorsement is defined as off the job, positive word-of-mouth attributed to
an organisation’s overt efforts to encourage their employees to refer their family,
friends and close networks to patronise their products (Wentzel, Tomczak, & Henkel,
2014). The motivation to measure predictors of employee endorsement is critical
because employees are not remunerated for off the job efforts such as positive word-
of-mouth. These must be initiatives the employees are personally proud of which
signals a level personal investment. If channelled correctly, their word-of-mouth

interactions have the ability for it to multiply and to benefit the company.

From the above arguments, it is clear that there is a need to further understand the
factors that influence employee endorsement of their employer's products and
services. Empirical data analysis is required to measure the predictability of internal
marketing and engagement of employees’ decision to endorse company products and
services. Analysis should be afforded to measure the impact of external perceptions,
especially from known communities to the employees, on the ability of internal

marketing and internal engagement to predict employee endorsement.

1.4 Research aim and scope

The aim of this research is to measure the internal influences that drive the decision by
employees to endorse their employer’s products to their friends, family and close
network. There are many influences that drive employees’ decisions that are related to
the company and some that are not related. The aim of this study is confined to the

influences that are related to the company whether internal or external.
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1.5 Research Objectives
Based on the aim, the objectives of this research are therefore

= To investigate, through literature, the internal drivers of employee endorsement.
= To develop and empirically test a theoretical model for endorsement resulting

from these relationships using primary data.

1.6 Benefits of Research

Brand and product endorsements from employees have several benefits for
organisations. The first is the potential for additional revenue that can be generated
from each successful employee word-of-mouth exchange. The cost of acquiring this
new consumer would also be lower if measured against the large marketing
expenditure of traditional media such as advertising on television (Dabholkar & Abston,
2008; R. Lusch, Boyt, & Schuler, 1996). These engagements could increase employee
awareness and knowledge about the company’s brands, therefore assisting to deliver

more authentic branded encounters to existing customers.

Employee endorsement can also build the much-needed trust with customers, resulting
in customer retention. This is especially pertinent for financial services companies, as

the industry continues to be the least trusted globally (Edelman Berland, 2014).

1.7 Structure of research report

The report is presented in seven chapters. Chapter one introduces the research
problem and outlines the current business context, the need for the study as well as
highlights the benefits of the research. Chapter two presents a discussion of the
literature reviewed. The chapter outlines the theoretical foundation of the constructs at
the centre of this study in order to draw out the hypothetical relationships between
them. Chapter three outlines hypotheses to test the direction of the relationships
between internal marketing, employee engagement, perceived external prestige with
employee endorsement. Chapter four provides details of the process followed in data

collection as well as statistical technique used for analysis of that data.
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Chapter five provides the summary of results along with detailed statistical test of the
proposed constructs along with explanations resulting from the research methodology
applied. Chapter six evaluates the findings and systematically provides detail on the
results of the hypotheses testing. Chapter seven summarises the findings, elaborates
of the managerial findings and proposes opportunities for future research based on the
findings of the current study. The report presentation includes a full reference list after
chapter seven. Finally, a list of appendices provides the survey instrument utilised for
data collection as well as relevant statistical analyses referred to in chapter five and

SiX.
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2 CHAPTER 2: LITERATURE REVIEW
2.1 Introduction

Employees have been identified as advocates of their employer’s products (Wentzel et
al., 2014). This chapter analyses literature pertinent to understanding referral
behaviour by employees to their family, friends, and social networks. To do so, the
author reviewed theory on the themes positive word-of-mouth (WOM), internal
marketing, internal engagement, as well as perceived external prestige (PEP). The
chapter begins with an overview of employee endorsement, which reviews WOM
theories and discusses the history of employee research. This is followed by a theory-
based discussion on company actions designed to drive attitudes and actions from
employees. These are within the constructs of the abovementioned themes. Figure 1

visually outlines the structure of the literature review:

Figure 1: Structure of literature review

Internal
engagement
Concepts:

Affective, social,
organisational

Employee
endorsement

Perceived
external
prestige (PEP)

Internal

Marketing
Concept:

Word-of-mouth (WOM)

Concepts:
Brand orientation

Customer perceived
value

engagments
Theories in use:
Engagement theories
Social exchange theory

Concepts:
Corporate reputation
Collective pride

Theories in-use:
Social identitiy theory
Social relational theory

2.2 Overview of endorsement

Employee endorsement is reviewed as WOM interactions from employees to people
they have close relationships with (i.e. family, friends and social networks). WOM is
described as the authentic sharing, from consumer-to-consumer, of real sentiments
and information about brands, products and services (Balter & Butman, 2005; Bansal &
Voyer, 2000; Léhndorf & Diamantopoulos, 2014). The concept has received extensive
focus from both practitioners and academics since the 1950’s, where researchers
demonstrated that the exchange of information between acquaintances can shape the
choices they make on brand purchases as well as their expectations of products and

services before and after purchase (De Bruyn & Lilien, 2008; Harrison-Walker, 2001).
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Although the studies on referrals and WOM date back many decades, research has
predominantly focused on understanding the application and consequences of WOM.
Few studies have been dedicated to understanding the sender of the WOM
communication (Harrison-Walker, 2001). Furthermore, studies have focused on
consumer-to-consumer referrals and little attention has been given to employee WOM

communication (Wentzel et al., 2014).

It is a widely accepted view that consumers are likely to engage in WOM
communication and that this exchange plays a significant role in reshaping the
recipient’s behaviour and attitudes (De Bruyn & Lilien, 2008; Harrison-Walker, 2001;
Wentzel et al.,, 2014). Even with the plethora of brand generated content such as
advertising, consumers continue to trust more in brand and product information offered
by someone they know (Bansal & Voyer, 2000; R. A. King, Racherla, & Bush, 2014). In
recognition of this growing trend, marketers have through alternative channels such as
amplified WOM or viral marketing; created company generated promotional WOM
campaigns. However the reception from senders and recipients of WOM
communication has been negative (Libai et al., 2010; Wentzel et al., 2014). Consumers
see these campaigns as gimmicks and perceive the benefiting brand to be
manipulative in their approach (Balter & Butman, 2005; R. A. King et al., 2014; Wentzel
et al., 2014).

WOM is different from other alternative marketing methods because of the authentic
environment within which these conversations occur (Arndt, 1967). In these
environments WOM communicators volunteer to share their insights with conscious
consideration of how they will be perceived by the sender for endorsing a specific
brand or product (Wentzel et al., 2014). Recipients of WOM communication accept the
information believing that it is expert opinion and authentic (Bansal & Voyer, 2000).
Practitioners then need to understand that whilst WOM can be channelled and

accelerated, it cannot be controlled (Balter & Butman, 2005).

2.2.1 Role of employees in WOM communication
Employees have become central to the success of many firms. Studies on employees
have been extensive due to growing interest in this internal group as a source of

competitive advantage (Abston & Kupritz, 2011).

© 2014 University of Pretoria. All rights reserved. The copyright in this work vests in the University of Pretoria.



Marketers also recognise the influence employees have on client perceptions about the
company as well as the products and services they offer (Oakley, 2012; Sirianni et al.,
2013).

There are well-established constructs within marketing research covering multiple
facets of this internal consumer and how they communicate. These topics cover the
practice in internal branding and marketing, methods in delivering authentic branded
services to clients, the impact organisational brand orientation has on brand delivery as
well as ways to bridge gaps between clients and employees (Gromark & Melin, 2011;
Oakley, 2012; Punjaisri & Wilson, 2007; Sirianni et al., 2013; Urde, Baumgarth, &
Merrilees, 2013). In collaboration studies between marketing, human resources (HR)
and organisation design (OD), research has covered constructs on organisational
support, the impact of employer branding, the need for employee engagement,
citizenship behaviour as well as the internal influences derived from external
perceptions about the organisation and brand pride (Duffy & Lilly, 2013; Eisenberger,
Huttington, Hutchinson, & Sowa, 1986; Foster, Punjaisri, & Cheng, 2010; Helm, 2011,
2013; Saks, 2006).

Marketers are starting to take notice of employees’ influence. As a result they are
investing focus on encouraging employees to engage in referral communication as part
of their role in helping customers to make purchase decisions to satisfy their needs
(Wentzel et al., 2014). Léhndorf and Diamantopoulos (2014) argue that, to effectively
leverage this opportunity, practitioners should rather encourage employee participation
in brand development, which is believed to be a more sustainable approach. Brand
development participation is described as proactive behaviour by employees to
nurture and build the organisation brand on and off the job. Off the job refers to
personal advocay mainly to social circles and has the potential to snowball without

continuous input from the organisation (Léhndorf & Diamantopoulos, 2014).

Léhndorf and Diamantopoulos (2014) further identify organisational identity as an
influential force for increasing employee participation in brand development and
converting employees into brand champions. According to social identity theory, people
originate a portion of their identity from categories or memberships they belong to
(Billig & Tajfel, 1973).
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Organisational identity is then a specific form of membership identity that employees
derive meaning and identity from (Lohndorf & Diamantopoulos, 2014; Mael & Ashforth,
1992; Wentzel et al., 2014).

Lohndorf and Diamantopoulos (2014) and Wentzel et al. (2014; 2014) all argue that
positive alignment is first required between the organisation and the employee’s
identity before the employee can engage in brand building behaviour. Organisations
beginning to understand the employee as the sender (of WOM) need to understand
what evokes organisational identity in their employees in order to activate it for results.
Mael and Ashforth (1992) looked at individual antecedents to organisational identity
and found that the amount of time a person is active in an organisation can positively
increase the association to their identity to that firm. Another reason that may evoke
organisational identity may be a person’s satisfaction with the firm’s contribution to
their personal goals and objectives (Ashforth & Mael, 1989; Mael & Ashforth, 1992).

Another relationship of focus is between the employee and the receiver of
communiation. Wentzel et al. (2014) offer a view on friendship norms using the social-
relational theory by Fiske (1992) that friendships rooted in communal sharing will not
accept proposals based on market pricing relational terms. To elaborate further,
communal sharing is based on a concept of members in a group who are equals and
have a relationship of mutual care for each other (Fiske, 1992). Market pricing
relational models on the other hand are based on social exchange where members can
be seen as business partners and levels of benefit are not equal (Fiske, 1992; Wentzel
et al., 2014). In a typical WOM exchange there is a known or friendship relationship
between the sender and recepient (Libai et al., 2010; Ryu & Feick, 2007). In the case
of employees, burden and responsibility may be felt as part of representing an
organisation looking for financial benefit. Wentzel et al. (2014) argue that it is unlikely
that employees who feel a misalignment in identity with the organisation would engage
in referral due to fear of upsetting their social relationships. Furthermore, employees
are likely to guard their status as a caring friend by avoiding engaging in a commerical

exchange with their network (Bansal & Voyer, 2000; Wentzel et al., 2014).

Perceived risk by the sender of a referral is another area Wentzel et al. (2014) along
with Ryu and Feick (2007) argue may limit employees keeness to refer their social

networks to consume their firm’s brands.
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Perceived risk occurs when the organisation’s brand equity is low or employees believe
the value offered is weaker than that offer by competitors (Harrison-Walker, 2001;
Léhndorf & Diamantopoulos, 2014; Ryu & Feick, 2007; Wentzel et al., 2014).

Sometimes, employees may believe in the offer however, due to insider operational
knowledge, they might not believe in the organisation’s ability to deliver on the value
(Bansal & Voyer, 2000; Ryu & Feick, 2007; Wentzel et al., 2014) therefore if a
transaction occurred, this would leave the recepient with a loss. This compromises the
relationship with the sender. Some sectors inevitably carry higher perceived risk, e.g.
investment or medical industries, and are therefore likely to suffer the exclusion
detailed above (Bansal & Voyer, 2000; Wang, 2011).

The sender of WOM also bears the pressure of the expectation of expertise. Sender’s
expertise in WOM can be described as having enough accurate information on a topic
to convince a receiver actively seeking the information, so much so that the receiver
sees no need to verify the information received with other sources (Bansal & Voyer,
2000). This expert status also influences how influential the information is to the
receiver's decision to purchase or seek alternatives. Consumers actively seek out
experts when looking for informationn, thus, in the case of employees, their formal
training or role in the firm would render them expert enough for recivers to seek advice
from (Bansal & Voyer, 2000). Balter and Butman (2005) state that on of the reasons
people engage in WOM communication is inherent need to assist others to make good
product choices. Employees’ confidence to engage in WOM exchanges is increased

when they have the accurate information from the firm to do so (Bansal & Voyer, 2000)

2.2.2 Employee endorsement summary

The measure of a successful WOM encounter with the employee as the sender of
communication relies on the balance of many factors at a cognitive and an affective
level. The interdependence of social identity and organisational identity cannot be
ignored (Ashforth & Mael, 1989) as employee WOM brings in external influences from
friendship norms and perceived risk. The relevance of perceived value also applies in
WOM exchanges due to the friendship relationships (Bansal & Voyer, 2000; Wentzel et
al., 2014). The employee as the sender of WOM is unlikely to endorse a brand, product
or service they do not believe offers consumption value or that is incongruent with their

personal values (Ryu & Feick, 2007).
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The pressure of expertise is key as the sender would not engage in a WOM exchange
without the confidence of accurate information (Bansal & Voyer, 2000; Léhndorf &
Diamantopoulos, 2014). The firm ultimately has the power to increase employees’
conf