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Drawing on expectancy theory and social exchange theory, this study investigates how employees'
perceived external reputation is associated with their willingness to participate in service innovation
implementation. Data from 150 German and more than 200 American frontline service employees
supports the notion that the link between perceived external reputation and service innovation
implementation behavior is mediated by expected reputation gains and expected positive performance
outcomes. In addition, expected positive performance outcomes seem to be a stronger driver than ex-
pected reputation gains in the American sample. The authors conclude this study by highlighting its
implications for both theory and management practice.

© 2016 Elsevier Ltd. All rights reserved.
1. Introduction

Service innovation predominantly serves two functions (Wilder,
Collier, & Barnes, 2014). First, new services help attract new cus-
tomers and retain existing ones, and second, service innovations
may help increase service productivity, such as the number of
customers served per hour (Rust & Huang, 2012; Singh, 2000).
Recent examples for both categories can be found in many service
settings, especially those driven by technological advancements.
For example, to increase customer satisfaction and delight,
Burberry, the British fashion retailer, has begun to offer “direct-to-
buy”, a method to buy fashion directly from the catwalk based on a
mixture of live streaming and personalized versions of shown
clothes (Service Innovation Cases, 2015). Focusing on the second
function of service innovation, McDonald's has introduced Fast-
Order, a system that allows customers to order meals without hu-
man interaction in some of its most frequently visited locations,
such as in airports, to increase service productivity (Blank, 2014).

Researchers and practitioners both acknowledge that service
innovation is an especially crucial factor in the financial perfor-
mance of service organizations (e.g., Ordanini & Parasuraman,
2011; Paton & McLaughlin, 2008). However, in contrast to
research that focuses on firm-level data, research that is devoted to
.de.
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determining employees' roles in the generation and delivery of
service innovations remains underexplored (Cadwallader, Jarvis,
Bitner, & Ostrom, 2010). Customer contact personnel are crucial
to the execution of service offerings; as Zeithaml, Bitner, and
Gremler (2006, p. 352) state, “employees are the service” in many
people-processing services (Walsh, 2011). In particular, frontline
service employees (FLEs), defined as those employees who have
frequent personal interactions with customers (Karatepe & Kilic,
2009; Stock, 2015), are needed to successfully introduce and
explain new services to customers. Thus, based on their motivation
to recommend newly designed service offerings to customers (or
not), service employees are in a position to either promote or
impede service innovation implementation (Cadwallader et al.,
2010; McKnight & Hawkrigg, 2005). However, while the creation
of new services with the help of FLEs received considerable
research attention (e.g., Engen & Magnusson, 2015; Yang, Lee, &
Cheng, 2016), less is known about how services are actually
implemented with the help of FLEs.

Engaging in service innovation implementation (SII) may be
viewed as a form of organizational citizenship behavior (OCB),
which is defined as individual extra-role behavior that is directed
toward the employing organization and employees' co-workers but
is not part of the work contract (Podsakoff, Whiting, Podsakoff, &
Blume, 2009). Similarly, SII is usually not included in job de-
scriptions and thus is not directly controllable by management. For
example, although firms might distribute service scripts that state
es' participation in service innovation implementation: The role of
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Fig. 1. Conceptual model.
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how new services have to be recommended to customers (Nguyen,
Groth, Walsh, & Hennig-Thurau, 2014), if and how FLEs adhere to
these scripts is often outside of management's knowledge. This
situation is similar to those where customer-contact employees
hide customer complaints from their supervisors (Harris &
Ogbonna, 2010; Walsh, Yang, Dose, & Hille, 2015). Thus, factors
known to affect employees' OCBs are likely to affect SII, too.

Research has highlighted the role of perceived external repu-
tation (PER), which is conceptualized as employees' impressions of
how outsiders rate their employer in terms of the corporate repu-
tation (Helm, 2011), as a driver of OCB (e.g., Carmeli, 2005; Fuller
et al., 2006; Helm, 2013). According to this stream of literature,
outsiders' positive evaluations of the employing firm strengthen
the employees' belief that they are part of a winning team and
prompt them to give something back, which likely occurs in the
form of OCBs. Thus, whether or not FLEs engage in implementing
service innovations might also be prompted by their levels of PER.
However, no research exists that empirically assesses the under-
lying assumption that PER positively affects SII. Furthermore, while
much is known about the potential pathways by which PER affects
OCB, such as through job satisfaction (Schaarschmidt, Walsh, &
Ivens, 2015) or affective commitment (Carmeli, 2005), research
has been anemic on pathways by which PER affects SII. This gap is
notable given FLEs' important role in introducing and explaining
service innovations (Cadwallader et al., 2010; Crosby, Evans, &
Cowles, 1990).

Therefore, the objective of this study is to investigate how em-
ployees' tendency to recommend new services is connected to their
perceptions of their employer's external reputation and how psy-
chological processes might explain this relation. This research
draws on social identity theory (SIT; Sluss & Ashforth, 2007) to
predict how PER affects SII and proposes as possible pathways two
theoretical perspectives drawn from the innovation literature,
namely, the efficiency-oriented perspective and the social-political
perspective (Yuan & Woodman, 2010). The findings of this study
are relevant for theory and management practice. Concerning
theory, this study investigates PER outcomes that have not yet been
considered and applies perspectives that are related to innovative
work behavior (e.g., West & Farr, 1989) to a service innovation
context. Concerning daily management practice, the findings
should help service managers to determine the reputation-related
conditions under which FLEs offer service innovation recommen-
dations to customers.

2. Theoretical background and hypotheses

Service organizations depend on their ability not only to
develop new services to gain competitive advantages but also to
prudently implement these service innovations into daily practice
(Chimhanzi & Morgan, 2005; Somech & Drach-Zahavy, 2013).
Service innovation is commonly defined as “the introduction of
novel ideas that focus on services that provide new ways of deliv-
ering a benefit, new service concepts, or new service business
models through continuous operational improvement, technology,
investment in employee performance, or management of the
customer experience” (Enz, 2012, p. 187). As previously outlined by
various researchers, FLEs are pivotal when firms introduce new
services (e.g., Bettencourt& Gwinner, 1996; Bowen& Lawler, 1995).
In particular, previous research has acknowledged the important
role played by customer contact personnel in building customer
relationships (e.g., Hennig-Thurau, Groth, Paul, & Gremler, 2006;
Menguc, Auh, Fisher, & Haddad, 2013) and transforming manage-
ment visions into widely used practices, such as by means of an
esthetic appearance that reflects the corporate image (e.g.,
Pounders, Babin, & Close, 2015). Similarly, FLEs become the
Please cite this article in press as: Schaarschmidt, M., Frontline employe
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ambassadors of their organization when new services are intro-
duced to customers (L€ohndorf & Diamantopoulos, 2014; Melton &
Hartline, 2010). Whether or not customers will accept the new
service offerings is highly dependent on employees' motivation to
support or impede their company's strategic initiatives by either
recommending new services to or hiding them from customers
(Cadwallader et al., 2010; Porter & Smith, 2005).

This research draws on previous work in the context of inno-
vative work behavior (e.g., Schweisfurth & Raasch, 2015; Stock,
2015) and employs an expectancy theory perspective to explain
how PER affects SII. Expectancy theory states that people act on the
basis of expected outcomes (Vroom, 1964). In particular, according
to expectancy theorists, people's choices, persistence, and perfor-
mance are determined by their belief in howwell they will execute
a certain activity (e.g., Wigfield & Eccles, 2000). Thus, the more one
holds a belief in being able to successfully perform a task, the more
excited and happier s/he will be to actually approach the task.
Given this context, Yuan andWoodman (2010) distinguish between
an efficiency-oriented and a social-political perspective of one's
motivation to display innovative work behavior. This research
adopts this distinction and treats expected positive performance
outcomes (EPO), a reflection of the efficiency-oriented perspective,
and expected personal reputation gains (ERG), a reflection of the
social-political perspective, as mediators of the PER-SII link, which
is consistent with expectancy theory (West & Farr, 1989). The un-
derlying research framework is depicted in Fig. 1.

The objective of this study is to understand the pathways by
which PER affects an individual's willingness to promote and
recommend new services, thus helping to implement them. There
is a consensus among scholars that employees who work for an
organization with a highly positive corporate reputation take pride
in their membership and feel a sense of glory through their work
(e.g., Bartels, Pruyn, de Jong, & Joustra, 2007; G€ok, Peker, &
Hacioglu, 2015; Helm, 2013). This view is backed by SIT, which
posits that human self-conception is cognitively construed ac-
cording to the meta-stereotype of each person's social group
(Vorauer, Main, & O'Connell, 1998). In line with this view, working
for a reputable organization induces social identification with and
pride in that organization, which, in turn, motivates employees to
display behaviors that favor the organization (Dutton, Dukerich, &
Harquail, 1994). Specifically, as employees benefit from their
cognitive group-membership in terms of belonging and increased
self-esteem, over time, they tend to accumulate obligations toward
their employer. In line with SIT and social exchange theory (SET;
Cropanzano&Mitchell, 2005), these obligations encourage them to
contribute to the retention of their employer's good name by dis-
playing an increased level of pro-organizational behavior, such as
by participating in service innovation implementation.
es' participation in service innovation implementation: The role of
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H1. Frontline employees' perceived external reputation is associ-
ated with service innovation implementation.

The efficiency-oriented perspective assumes that innovation
serves the economic function of improving the current global sit-
uation and that investment decisions are driven by expected pos-
itive performance outcomes (Abrahamson, 1991). According to
Yuan and Woodman (2010, p. 325), “expected performance out-
comes are positive when employees believe that their innovative
behaviors will bring performance improvement or efficiency gains
for their work roles or work units.” An employee's level of PER
stems from how outsiders evaluate the organization, which occurs
predominantly along the reputation dimensions, such as being a
good employer, being customer oriented, being socially respon-
sible, exhibiting financial soundness and providing innovative
products and services (Cravens, Goad Oliver, & Ramamoorti, 2003;
Walsh & Beatty, 2007). A favorable corporate reputation is known
to be related to superior firm performance (Boyd, Bergh,& Ketchen,
2010; Rindova, Williamson, Petkova, & Sever, 2005), fromwhich an
employee might benefit once she is associated with this firm
(Cravens & Goad Oliver, 2006). Thus, one's impression of working
for a reputable, innovative company raises one's expectations
concerning the company's future (innovation) performance.
Consequently, there is reason to believe that FLEs' level of PER is
congruent with EPO.

H2. Frontline employees' perceived external reputation is asso-
ciated with expected positive performance outcomes.

The social-political perspective introduces an alternative view
to performance-oriented reasoning. In essence, the social-political
perspective posits that performance expectations are not the sole
driver of behavior. Instead, engaging in innovative behavior is
treated as a signal, which is sent to the social environment and
which helps to harness necessary resources (e.g., social support,
status, etc.) from those who are impressed by one's innovative
behavior (Leary & Kowalski, 1990). From a PER perspective, em-
ployees who perceive their employer as reputable are likely to
engage in behaviors that uphold this favorable reputation (Helm,
2013; Schaarschmidt et al., 2015). Building on impression man-
agement literature, researchers note that PER might also trigger
self-enhancing motives, insofar as individuals may seek to enhance
their social imagewithin the organization as a consequence of their
felt association with a reputable firm (Morrison & Bies, 1991;
Wayne & Liden, 1995). Thus, an engagement to contribute to the
employer's “good name” is likely to correlate with ERG on both
individual and organizational levels. In line with this assertive
impression management view and SIT, FLEs who perceive their
employer as reputable also exhibit the tendency to expect personal
reputation gains as a result of their group membership.

H3. Frontline employees' perceived external reputation is asso-
ciated with expected reputation gains.

In an organizational context, innovation is a means to increase
productivity, decrease error rates and increase work quality, among
other benefits and advances. Many organizational innovations also
benefit employees, such as devisingmore thoughtful processes that
result in lower dissatisfaction rates among employees (Bettencourt
& Brown, 1997; Leblebici, 2012). Expectancy theory suggests that
employees are motivated by their own expectations, which induce
them to display innovative behavior (Isaac, Zerbe, & Pitt, 2001;
Yuan & Woodman, 2010). These expectations are subjective in
nature, but there is a consensus that once employees form expec-
tations, they are likely to behave in ways that are beneficial to
transforming those expectations into outcomes. For example, ser-
vice innovation potentially helps the FLE because it can increase
Please cite this article in press as: Schaarschmidt, M., Frontline employe
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efficiency and reduce the work effort required of the FLE. Thus, in
line with the efficiency-oriented view and in accord with Yuan and
Woodman (2010), who submit that employees are more likely to
engage in innovative behaviors when they expect such behaviors to
benefit their work, there is reason to believe that EPO induce FLEs
to engage in SII.

H4. Expected performance outcomes are associated with service
innovation implementation.

The social-political perspective provides an alternative expla-
nation for why people engage in SII. As outlined in the impression
management literature, employeesmay exert defensive or assertive
impression management. Whereas the first form resonates with
strategies to uphold the established social image and potentially
narrows employees' range of innovative behaviors, the latter form
represents tactics for deliberately improving the current social im-
age (Bourdage, Wiltshire, & Lee, 2015; Liu, Wang, & Wayne, 2015).
This study's focus is on assertive impression management, and it
contends that people's expected gains in personal social image or
reputation will explain their innovative behaviors, such as recom-
mending new services to customers. For example, employees who
submit new ideas in awork contextmight be driven by amotivation
to display their creativity, competence, and talent to supervisors or
co-workers. To this end, ERG are a second major driverdalong with
EPOdbehind displays of innovative work behavior. Applied to a
service context, this relation seems to be similar. By recommending
new services to customers, FLEs display their identificationwith the
new service (Bell & Menguc, 2002), and therefore their attitude
toward newness in general, to supervisors and coworkers, which
might increase their social standing as being innovative. Thus, in
accordancewith the social-political viewheld byexpectancy theory,
FLEs reputation expectations are associated with SII.

H5. Expected reputational gains are associated with service
innovation implementation.

PER, EPO, and ERG have all been identified as strong drivers of
employees' proneness to recommend new services and thus to help
implement them. However, various researchers argue that em-
ployees differ in their levels of sensitivity toward their employer's
reputation (e.g., Helm, 2013). As an example, although job appli-
cants may be willing to accept lower wages in return for the chance
to join a more reputable company (Cable & Turban, 2003), these
effects might not hold as other employment factors become more
dominant, such as work quality, work-life balance and overall job
satisfaction (Mignonac, Herrbach,&Guerrero, 2006; Schaarschmidt
et al., 2015). Helm (2013, p. 546) also highlights that employees'
varying degrees of sensitivity toward their employer's reputation
can explain why people do “not necessarily leave their employer
because of a deteriorating reputation and a subsequently unfavor-
able metastereotype”. Thus, so long as they can find other reasons
for being proud of their employer or are satisfied with their job,
people will stay with a company that has a low public reputation.
Similarly, although PER might induce FLEs to display OCBs in terms
of recommending new services, their expectations actually drive
their participation in SII. Therefore, whereas both EPO and ERGmay
be triggered by employees' perceptions of how outsiders evaluate
their employer's demeanor, it is their expectations that turn states of
feelings into innovative behaviors. Thus, it may be expected that
both forms of expectations, namely, those driven by performance-
enhancing views and those driven by social-political views,
together mediate the path from PER to SII.

H6. Expected positive performance outcomes and expected
reputation gains together mediate the relation between perceived
external reputation and service innovation implementation.
es' participation in service innovation implementation: The role of
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3. Method

3.1. Data collection and measures

This research beganwith a review of the pertinent literature and
the staging of twelve semi-structured interviews, intentionally
designed to cover various service areas (e.g., Financial sector, Fast-
Food Restaurant, Retailing, Hotel/Tourism), with German FLEs. The
interviews provided support for the notion that employees are able
to cognitively separate EPO from ERG. They also revealed that the
role of service innovation recommendation is an extra-role
behavior, as only a minority of interviewees were explicitly asked
by their supervisors to recommend new service offerings. Finally,
the respondents provided their concepts of what service innovation
consisted of in the area in which they worked.

The authors relied on their initial conceptual framework and
conducted two surveys. Both surveys were designed as cross-
sectional surveys, as this ensures sufficient variance in the evalu-
ation of different employers reputations (Helm, 2013). Survey 1was
a paper-and-pencil survey among German FLEs working in fashion
retailing, as fashion retailing is known as a high customer-contact
business (Netemeyer & Maxham, 2007). Over a four-week period,
a group of five student assistants directly contacted FLEs in two
large German cities at their workplaces and asked if they were
willing to complete the questionnaire. To increase the participation
likelihood, the respondents could participate in a raffle with
chances to win Amazon Vouchers (worth 250 Euros in total). Some
questionnaires were filled out immediately, whereas others were
taken home for completion by the FLEs and were collected the next
day by the student assistants.

Multi-item scales were used for Study 1. PERwasmeasured with
a seven-item scale adapted from Helm (2013). The items capture
different dimensions of corporate reputation, such as being inno-
vative, being a good employer, and being environmentally oriented
(Walsh & Beatty, 2007). The respondents were asked to evaluate
howthey thinkoutsiderswould rate their employer according to the
different dimensions. A three-item scale inspired by Cadwallader
et al. (2010) captured SII. As service innovation is context-
dependent, the questionnaire was accompanied by examples of
fashion-specific service innovations, such as new reward programs
or club memberships. The itemsmeasuring both EPO and ERGwere
taken from Yuan and Woodman (2010). Except for PER, which was
anchored from 1 ¼ ‘poor’ to 7 ¼ ‘excellent’, all of the scales ranged
from 1 ¼ ‘fully disagree’ to 7 ¼ ‘fully agree’ (see Appendix for all
items and loadings). The authors also included a set of controls, such
as age, gender, education, organizational tenure, and customer
contact intensity. The questionnaire was answered by 150 German
FLEs. Of the employee respondents, 63 were male and 87 were fe-
male. On average, the employees were 30.8 years old and worked
23.8 h per week; only 12.7% used their service job as a second job,
and the majority had an organizational tenure of more than 6 years
(Table 1). In addition, none of the respondents indicated to have
“almost never” contact with customers, while 11.3% indicated to
have “seldom” contact with customers. As the data collection
methodensured thatonlyemployeeswere contacted thatworked in
a showroom, the sample might still be considered to meet the
definition of FLEs reasonably well.

The aim of Study 2was to replicate the findings from Study 1 and
to increase the external validity by increasing the range of services
surveyed beyond fashion retailing. The respondents for the second
survey were recruited via Amazon Mechanical Turk, a crowdsourc-
ing platform for business and scientific purposes (MTurk; Bergvall-
Kåreborn & Howcroft, 2014). At MTurk, people self-select different
tasks on which they want to work, such as annotating pictures or
answering surveys. The literature recommended using attention
Please cite this article in press as: Schaarschmidt, M., Frontline employe
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check questions when using MTurk (Peer, Vosgerau, & Acquisti,
2014). Thus, two attention check questions were included, one at
the beginning and one at the end of the questionnaire, which read:
“Please answer the following question with ‘disagree’”. The authors
asked for 250 responses to the survey and provided compensation
equaling $7/hour for completion of the questionnaire. As answers
from varying service sectors were expected, the provided examples
of service innovation included a wider range of newly introduced
services, such as self-check-in at airports and hotels, FastOrder at
McDonalds, and online-reservations for restaurants. The set of var-
iables and items in Study 1 was duplicated for Study 2. However,
whereas the items in Study 1 were given to the respondents in
German, Study 2 adhered to the original English items. Furthermore,
in Study2, PERwasmeasuredonadifferent scale,which ranged from
1 ¼ ‘poor’ to 10 ¼ ‘excellent’.

For the second survey, after checking for inappropriate answers
(i.e., failing to correctly answer the quality control questions,
recording a response time of less than 3 min, not being currently
employed in a service sector, having no customer contact, etc.), the
procedure led to 205 usable responses from 116male and 89 female
FLEs. On average, the respondentswere 35.6 years old,worked37.8 h
per week and had an organizational tenure of 3.6 years. Of the re-
spondents, 27.4%workeda cashier/frontdeskagent/counterposition
and 26.2% had a waiter/server/bartender position. The remainder is
unequally split across areas such as hospitality, call centers, tourism
guides, tech support, and others. Moreover, the respondents gener-
ally rated the degree of service innovation in their firm as moderate
(M ¼ 2.68, SD ¼ .96, on a scale from 1 ¼ ‘rather imitative’ to
5 ¼ ‘radically new’). Again, the descriptive statistics are depicted in
Table 1, whereas the factor loadings are listed in the Appendix.

3.2. Results

3.2.1. Study 1
All items measuring SII, PER, EPO, and ERG went into the

confirmatory factor analysis (CFA), which was run with AMOS 23
software, to evaluate the measurement model. This procedure
revealed that the model fit the data reasonably well, as indicated by
c2/df ¼ 1.859, the goodness-of-fit-index (GFI) ¼ .88, the Tucker-
Lewis-index (TLI) ¼ .93, the comparative-fit-index (CFI) ¼ .95,
and the root mean square error of approximation (RMSEA) ¼ .076
(Sharma, Mukherjee, Kumar, & Dillon, 2005). All values for com-
posite reliabilities (CR) were above the recommended threshold of
.8. Except for PER, which had an average variance extracted (AVE) of
.47, all other constructs exhibited values greater than .5 for the AVE
(Appendix). To assess discriminant validity, the Fornell-Larcker
criterion was applied (Fornell & Larcker, 1981). In accordance
with their suggestion, all square roots of AVE were greater than
each correlation with any other model variable. Table 1 reports the
correlations and the square root of AVE in the diagonal.

As this study draws on cross-sectional, self-reported data, the
possibility of commonmethod variance (CMV) exists, which means
that the correlations between independent and dependent vari-
ables could be biased as a consequence of having only one source of
information (Podsakoff, MacKenzie, Lee, & Podsakoff, 2003).
Various remedies exist to control for and assess the level of CMV. As
a procedural a priori method to decrease CMV, different scale an-
chors for dependent and independent variables were used. Addi-
tionally, two post-hoc tests were conducted to assess whether or
not CMV affected the data. In particular, an unmeasured and
measured (i.e. marker variable) common latent factor method were
applied, and their results indicate the absence of CMV (Lindell &
Whitney, 2001). First, a CFA-based comparison between regres-
sion weights with and without an unmeasured common latent
factor revealed no significant difference (no difference above .15).
es' participation in service innovation implementation: The role of
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Table 1
Description of the sample.

Characteristic Category Study 1 number Study 1 percentage Study 2 number Study 2 percentage

Gender Male 66 56% 116 56.6%
Female 84 44% 89 43.4%

Age 18e29 88 58.7% 76 37.1%
30e39 26 17.3% 67 32.7%
40e49 23 15.3% 43 21.0%
50e59 13 8.7% 15 7.3%
>60 0 0% 4 1.9%

Education Secondary modern school 5 3.3% 3 1.4%
Junior high school 12 8.0% 2 1.1%
Academic high school 59 39.3% 52 25.4%
College graduate 31 20.7% 138 67.3%
Apprenticeship/“Other” 43 28.7% 10 4.8%

Tenure <6 months 16 10.7% 6 2.9%
6e12 months 11 7.3% 18 8.8%
1e3 years 37 24.7% 69 33.7%
3e6 years 36 24.0% 67 32.7%
More than 6 years 49 32.7% 45 22.0%

Second job Yes 19 12.7% 38 18.5%
Contact Intensity Almost never 0 0% 0 0%

Seldom 17 11.3% 6 2.9%
Weekly 25 16.7% 19 9.3%
Daily 38 25.3% 80 39.0%
Many times daily 70 46.7% 100 48.8%
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Similarly, when a marker variable was used in a CFA ewe included
a scale for “social desirability”, which is theoretically distinct from
all model constructs and which was measured with three items,
Cronbach's a ¼ .81 e the difference in regression weights was
below .10 (Simmering, Fuller, Richardson, Ocal, & Atinc, 2015).

H1 was tested using SPSS and ordinary least square regressions.
SII was regressed on PER and a set of controls, which included age,
gender, education dummies, organizational tenure (in years) and
contact intensity (ranging from 1 ¼ ‘almost never’ to 5 ¼ ‘many
times a day’). The analysis revealed a positive association between
PER and SII, as indicated by b ¼ .35 (p < .001). None of the controls
yielded significance. Thus, H1 is supported based on the results
from Study 1.

To assess the indirect effects, we used the SPSS Macro PROCESS
developed by Hayes (2013). PROCESS is able to simultaneously
handle multiple mediations and uses bootstrapping, which is an
advantage over piecemeal procedures such as the Sobel test. It
further delivers confidence intervals for indirect effects (Preacher&
Hayes, 2008).1 The authors modeled EPO and ERG as dependent
variables and PER as the independent variable, as seen in Table 3,
Models 1 and 2. PER is positively associated with EPO (b ¼ .35,
p < .01, Model 1). As expected, PER is also associated with ERG, as
indicated by b ¼ .47 (p < .001, Model 2). It is worth noting that
organizational tenure has a positive effect on both EPO and ERG.
Together, these results provide support for H2 and H3.

Next, SII was treated as the dependent variable, and the
regression model included PER, EPO, and ERG as independent
variables. Again, the same set of controls was used (Model 3). The
resulting model explained approximately 30% of the variance in SII
(R2 ¼ 29.6). The path from PER to SII is not significant (b ¼ .16, ns).
EPO is associated with SII (b ¼ .26, p < .01), and ERG is also asso-
ciated with SII (b ¼ .23, p < .01). None of the control variables had a
significant influence on SII. The significant influences of EPO and
ERG on SII provide support for H4 and H5. Moreover, as the
1 A structural equation model with AMOS 23 and a maximum likelihood esti-
mator revealed comparable results to the procedure with PROCESS. For example, a
model without controls and without a direct effect of PER on SII revealed the
following results for Study 1: c2/df ¼ 2.314, CFI ¼ .92, RMSEA ¼ .089, PER / EPO:
b ¼ .40 (p < .001), PER / ERG: b ¼ .46 (p < .001), EPO / SII: b ¼ .17 (p < .05),
ERG / b ¼ .38 (p < .001).
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influence of PER is no longer present when EPO and ERG are
included in the model, the prerequisite for a mediation is given
(Baron & Kenny, 1986). To quantify the predicted mediation of EPO
and ERG on the link between PER and SII, one has to calculate the
indirect effects (MacKinnon, Lockwood, Hoffman, West, & Sheets,
2002). Both indirect effects are significantly different from zero,
as indicated by their bootstrap intervals (LLCI ¼ .02 and ULCI ¼ .21
for EPO, and LLCI ¼ .02 and ULCI ¼ .24 for ERG) when 1000 boot-
strap samples are used. As the combination of both indirect effects
is greater than the direct effect, there is robust support for the fact
that EPO and ERG together mediate the link from PER to SII, which
supports H6 (Preacher & Hayes, 2004; 2008).
3.2.2. Study 2
The same procedures used for Study 1 were used for Study 2.

The authors started with a CFA and found similar results compared
to Study 1 (c2/df ¼ 2.261, GFI ¼ .89, TLI ¼ .95, CFI ¼ .96, and
RMSEA ¼ .079). Moreover, all values for CR were above .8, and all
AVEs reached above the .5 threshold, thus indicating good psy-
chometric properties. As for Study 1, all correlations and squared
AVE values are depicted in Table 2. CMV might also be an issue for
Study 2. However, the results of the same two tests used in Study 1
confirm that the threat of artificial correlations between indepen-
dent and dependent variables is negligible.

The same stepwise procedure, using SPSS for H1 and PROCESS
for H2e6, was used. The first step confirms Study 1 results, in that
PER is positively associated with SII (b ¼ .40; p < .001, all controls
from Study 1 included2), and provides further support for H1.
Table 3 shows the regression results pertaining to H2e6. First, PER
is associated with EPO, as indicated by b ¼ .37 (p < .001, Model 4).
None of the controls yielded significance. PER is also associated
with ERG (b ¼ .51; p < .001, Model 5). However, as seen in Model 5,
age has a slightly negative effect on ERG. Finally, Model 6 provides
the full model, which explains approximately 40% of the variance in
SII. Age, gender, education, organizational tenure, and contact
2 Note: Compared to Study 1, one Education dummy less was included in the
model. This happened because secondary modern school and junior high are not
easy for American respondents to differentiate. Thus, both categories were grouped
into one group for Study 2.
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Table 2
Correlations.

1 2 3 4

(1) Perceived external reputation (.69/.77) .50 .68 .58
(2) Service innovation implementation .27 (.81/.86) .55 .56
(3) Expected reputation gains .43 .47 (.89/.89) .74
(4) Expected performance outcomes .36 .40 .67 (.87/.87)

*Note: Values below the diagonal pertain to Study 1, and values above the diagonal pertain to Study 2. The Values on the diagonal reflect the square roots of AVE (written as
Study 1/Study 2).

Table 3
Regression results.

Dependent variable Study 1 Study 2

Model 1 EPO Model 2 ERG Model 3 SII Model 4 EPO Model 5 ERG Model 6 SII

Independent variable
PER .35 (.11)** .49 (.12)*** .15 (.10) .37 (.05)*** .51 (.04)*** .19 (.06)** H1/H2/H3

Mediating variable
ERG .23 (.08)** .18 (.09)£ H4
EPO .26 (.08)** .32 (.09)*** H5
Indirect effect of PER through ERG [.11 (.05)] [.09 (.06)] H6
Indirect effect of PER through EPO [.09 (.04)] [.12 (.05)] H6

Controls
Gender �.07 (.22) �.02 (.23) �.17 (.18) .12 (.16) �.04 (.16) .24 (.16)
Age .01 (.01) �.01 (.01) �.01 (.01) �.01 (.01) �.02 (.01)* �.01 (.01)
Education_DUMMY1 .53 (.54) .24 (.55) �.64 (.44) �.18 (.58) �.82 (.58) .82 (.60)
Education_DUMMY2 .37 (.44) .56 (.44) �.09 (.35) .85 (.67) .86 (.67) .17 (.68)
Education_DUMMY3 �.01 (.45) .30 (.45) �.01 (.36) .00 (.19) .05 (.19) .13 (.19)
Education_DUMMY4 �.02 (.48) .17 (.49) .44 (.39) e e e

Organizational tenure .31 (.11)** .23 (.11)* �.03 (.09) .09 (.09) .04 (.09) .15 (.08)£

Contact intensity �.06 (.09) �.03 (.09) .12 (.07) .05 (.11) �.05 (.11) .05 (.11)
R2 .24 .20 .34 .28 .41 .39
N 150 150 150 205 205 205

Notes: PER ¼ Perceived external reputation; ERG ¼ Expected reputation gains; EPO ¼ Expected performance outcomes; SII ¼ Service innovation implementation;
Education_DUMMY1¼ Junior high school; Education_DUMMY2¼Academic high school; Education_DUMMY3¼ College degree; Education_DUMMY4¼Apprenticeship. Note
that for Study 2, dummy1 and dummy2 were grouped together.
Unstandardized coefficients: £p < .1, *p < .05, **p < .01, ***p < .001.
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intensity did not influence SII. PER is still associated with SII, as
indicated by b¼ .19 (p < .001). This result deviated from the parallel
result in Study 1, where no significant relation could be observed in
the full model (Model 3), which points to partial rather than full
mediation (Baron & Kenny, 1986). Further, EPO is positively asso-
ciated with SII (b ¼ .32, p < .001), while ERG is only supported on a
90%-significance level (b ¼ .18, p ¼ .052). In sum, H1e4 receive
support again. H5, which pertained to the positive relation between
ERG and SII, is not supported on a 95%-significance interval. How-
ever, as the 95%-interval is only slightlymissed, the results might be
interpreted as moderately significant (Bansal & Clelland, 2004). For
testing H6, again bootstrapping with 1000 bootstrap samples was
used and revealed that the indirect effect of PER on SII through EPO
Table 4
Hypotheses.

Hypotheses

Hypothesis 1 Frontline employees' perceived external reputation is associated w
Hypothesis 2 Frontline employees' perceived external reputation is associated
Hypothesis 3 Frontline employees' perceived external reputation is associated
Hypothesis 4 Expected performance outcomes are associated with service inno
Hypothesis 5 Expected reputational gains are associated with service innovatio

Hypothesis 6 Expected positive performance outcomes and expected reputatio
between perceived external reputation and service innovation im

Please cite this article in press as: Schaarschmidt, M., Frontline employe
perceived external reputation, European Management Journal (2016), ht
is significantly different from zero (EPO: LLCI ¼ .03 and ULCI ¼ .25).
However, in contrast to Study 1, the indirect effect through ERG is
not statistically significant (ERG: LLCI ¼ �.03 and ULCI ¼ .22). Thus,
as PER still influences SII, EPO only partially mediates the relation
between PER and SII, while ERG does not act as a mediator. Taken
together, the results only partly support H6 in Study 2 (Table 4).
4. Discussion and implications

This research began by noting that the pertinent literature ne-
glects aspects of how service innovations are actually implemented.
In particular, whereas the role of FLEs in service innovation gen-
eration receives significant attention (e.g., Engen & Magnusson,
Study 1 Study 2

ith service innovation implementation. Supported Supported
with expected performance outcomes. Supported Supported
with expected reputation gains. Supported Supported
vation implementation. Supported Supported
n implementation. Supported Moderately

supported
n gains together mediate the relation
plementation.

Supported Partly supported
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2015; Karlsson & Skål�en, 2015; Santos-Vijande, L�opez-S�anchez, &
Rudd, 2015), the role of FLEs in SII is less explored. Thus, this
research heeds the call for more studies concerning the role of FLEs
in implementing service innovations (Cadwallader et al., 2010). This
study also addresses the call by reputation researchers to consider
1) employees as an important stakeholder group (Helm, 2013), and
2) reputation outcomes, which have so far been neglected (Walsh,
Bartikowski, & Beatty, 2014). To address these voids, this study
introduced a model linking FLEs' PER with their tendency to
recommend newly introduced services. Additionally, two possible
pathways by which PER affects SII, which are respectively based on
an efficiency-oriented perspective and a social-political perspective
of innovative work behavior, were identified. Except for H6, which
was only partially supported in Study 2, all hypotheses received
support across two contexts.
4.1. Implications for theory

This study yielded results that support the argument that PER is
associatedwith SII and that EPO and ERGmaymediate this relation.
Thus, these results extend the research into PER outcomes. As noted
earlier, PER is known to affect employees' feelings and perceptions,
including job satisfaction, organizational identification, and mem-
bership pride (Helm, 2013; Mishra, 2013; Schaarschmidt et al.,
2015). Concerning actual behaviors, however, there are contrast-
ing results. For example, Carmeli (2005) found that PER affects OCB.
In contrast, Helm (2011) notes, based on a study that relates PER
with affective commitment, that a favorable corporate reputation
might affect its employees' feelings but not necessarily what they
give back to the firm in terms of pro-organizational behavior. She
concludes that although corporate reputation might be relevant for
attracting and retaining employees, it might be less relevant for
increasing employees' performance.

This study sides with the notion that pro-organizational be-
haviors, such as recommending new services, can be triggered by
PER, and it offers two possible pathways based on expectancy
theory (Vroom, 1964) to explain this effect: an efficiency-oriented
perspective and a social-political perspective. Interestingly
(although not hypothesized nor statistically assessed), PER has a
stronger effect on ERG than on EPO in both studies. This result
suggests that PER might be more relevant in a social-political
perspective than in a purely efficiency-oriented view. Thus, em-
ployees' ERG are more affected by PER than their EPO, which calls
for specific reputation-related incentives when it comes to SII.

As a further contribution to the theory, this research introduces
innovation-related mechanisms into reputation research. In partic-
ular, two alternative pathways, which explain how PER transforms
into innovative behavior, were analyzed (Yuan & Woodman, 2010).
Whereas in Study 1, the individual effects of EPO and ERG on SII can
be deemed similar in size, Study 2 indicates that the effect of EPO is
larger. Thus, Study 2 results imply that performance expectations
seem to be a stronger driver of employees' willingness to help
implement new services than reputation-related expectations.
Given the cross-cultural overall research design, whether or not the
difference between the results of Study 1 and Study 2 is affected by
cultural differences could be subject to future research. Thus,
analyzing the relative strengths of the different pathways in more
detail and across different cultures and service settings could be a
fruitful future research direction. In addition, future research might
address moderators of the links between EPO and SII, and ERG and
SII. Here, dissatisfaction with status quo (for EPO-SII link) and an
employee's reputation as innovative (for the ERG-SII link) could act
Please cite this article in press as: Schaarschmidt, M., Frontline employe
perceived external reputation, European Management Journal (2016), ht
as potential moderators (Yuan & Woodman, 2010).
Finally, this study contributes to the discussion on how SII may

be triggered. As noted earlier, relatively little research is concerned
with SII (Cadwallader et al., 2010). This research adds to this liter-
ature by showing how PER affect SII. Future studies could identify
and test sets of influences grouped into job demands and job re-
sources (see Walsh et al., 2015), to compare drivers and impedi-
ments towards SII.
4.2. Implications for management

Firms have acknowledged the important role played by their
reputations in fast-changing markets (Dowling & Moran, 2012).
Concerning the organizational workforce, it is known that a
favorable employer reputation attracts job applicants (Turban,
Forret, & Hendrickson, 1998). Management is also aware of vary-
ing positive effects being generated when employees perceive their
employer as reputable. Indeed, these perceptions might transform
into organizational identification and pro-organizational behaviors
(Fu, Li, & Duan, 2014; O'Reilly & Chatman, 1986; Piercy, Cravens,
Lane, & Vorhies, 2006). However, this study also suggests that
FLEs' behavior might be affected by their evaluation of how out-
siders rate the FLEs' employing organization. This is notable
because FLEs in particular are confronted with a wider range of
reputation-related information. FLEs are constantly engaged in
customer interactions, which involve both praise and complaints
(Dudenh€offer & Dormann, 2013; Walsh et al., 2015); both types of
feedback affect employees' level of PER. Thus, FLEs are faced with
reputation discrepancies between what they perceive from work-
ing with their colleagues and supervisors and what they derive
from interacting with customers.

From a management perspective, this study provides at least
three important implications for daily practice. First, firms invest in
service innovation generation but often fail to implement these
innovations at the employee level (Cadwallader et al., 2010). A
typical method of fostering implementation would be to reward
extra-role behaviors, such as service innovation recommendations,
or enforce such behaviors by requiring the use of service scripts.
However, whereas the first approach is quite costly, the latter re-
quires investments in control systems (Schepers, Falk, de Ruyter, de
Jong,&Hammerschmidt, 2012). This research suggests that PER is a
driver of SII, as mediated by EPO and ERG. Thus, managers are well-
advised to exemplify the corporate reputation to employees to
stimulate pro-organizational behavior. In particular, managers
could encourage employees to read and post positive evaluations of
their company on employer-rating platforms (e.g., kununu.de).
Second, managers could establish regular “all-hands” feedback
sessions with their employees wherein customer complaints
against the company and/or the services it provides are reviewed
and discussed. Customer complaints highlight and can enhance the
discrepancy between the company's reputation as communicated
by the employer and as held by the customers, which eats into the
employees' overall PER. Putting the different opinions into
perspective might result in a more congruent perception of the
corporate reputation. Finally, the results suggest that through ex-
pected reputation gains, a competition among employees can be
established (Cummings & Oldham,1997). In particular, FLEs engage
in SII because they expect to increase their supervisors' and co-
workers' evaluation of their status as being innovative (Yuan &
Woodman, 2010). Thus, recommending new services might create
conditions of increased social pressure and prompt co-workers to
likewise engage in SII. Management can support such a
es' participation in service innovation implementation: The role of
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competition by openly recognizing them when employees deliver
high levels of service innovation recommendations (e.g., awarding
him/her with the title or award of “service innovation recom-
mender of the month”).
4.3. Limitations and future research

Several limitations are worth mentioning. First, this research
uses cross-sectional, self-reported data in both studies. This choice
was motivated by the fact that employees at the same organization
would likely all exhibit similar levels of PER. Nevertheless, future
studies could replicate these findings in mono-organizational set-
tings. Second, this study did not use predictive data to test the
mediation hypothesis. Thus, the nature of the study design limits
any implication for causality (Stone-Romero & Rosopa, 2008).
Future studies could perform further investigations both qualita-
tively, in terms of determining how long it takes PER to affect SII,
and quantitatively, in terms of determining whether this study's
results remain stable in a predictive research setting. Third, a dyadic
survey design could capture how customers adopt service recom-
mended by FLEs and whether or not they trust an employee more
Perceived external reputation (adapted from Helm, 2013)
(1 ¼ poor; 7 ¼ excellent) [1 ¼ poor; 10 ¼ excellent; in Study 2]
Quality of product/services
Innovativeness
Ability to attract, develop, and retain talented employees
Wise use of corporate assets
Responsibility for the community and the environment
Financial soundness
Long-term investment value
Service innovation implementation (adapted from Cadwallader et al., 2010)
(1 ¼ fully disagree; 7 ¼ fully agree)
I recommend service innovations to this dealership's customers.
I intend to recommend service innovations to this dealership's customers in the futur
I say positive things about our service innovations to third parties.
Expected reputation gains (adapted from Yuan & Woodman, 2010)
(1 ¼ fully disagree; 7 ¼ fully agree)
If I were to do something innovative, my standing in the organization would be enhan
Researching new technologies or techniques for the organization's use will make me l
Participating in the implementation of new ideas will improve my standing in the org
Suggesting new ways to achieve goals will improve my supervisor's evaluation of me.
Expected performance outcomes (adapted from Yuan & Woodman, 2010)
(1 ¼ fully disagree; 7 ¼ fully agree)
The more innovative I am, the better my job performance.
Coming up with creative ideas helps me do well in my job.
My work unit will perform better if I often suggest new ways to achieve objectives.

Notes: Standardized factor loadings; All factor loadings are significant at p < .01; CFA ¼
AVE ¼ Average variance extracted.
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than other sources of information (e.g., online ratings). Fourth,
although CMV was shown as not having an effect on this study's
results, supervisors might be a good alternative source for assessing
FLEs service recommending behavior in future studies. Finally,
whether or not employees promote new services may be a function
of service scripts towhich they have to adhere. Future studies could
investigate the effect service scripts have on employees' tendency
to help implement new services. On a related note, research on FLEs
would generally benefit from more conceptual work concerning
the meaning of “frequent customer interactions” in different ser-
vice settings.
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