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Executive summary 
This report provides an analysis on the link between the HR function and the customer experience. Methods of analysis consist of secondary research in the form of the literature review, and primary research including two stands of data from two separate surveys covering employee engagement and customer satisfaction and measured utilising Net Promoter Scores (NPS). The secondary demonstrates employee engagement and customer satisfaction are intrinsically linked, which is supported by the primary research conducted where both NPS scores are similar. The report finds that in order to deliver results to customers, high quality Human Resource Management (HRM) support services and policies need to enable employees to achieve this. The recommendations from this report are the HR function must link itself more closely to the core business values and objectives, and focus on how HR can impact organisational performance, especially increasing competition where companies need to differentiate themselves in meeting customer needs better than competitors, which is achievable through its people. Limitations for this report include improving sample sizes, participation rates and secondary research being descriptive and theoretical rather than action orientated and evidenced.  
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Is there a link between employee engagement and the customer experience, and what role does the HR function play?
[bookmark: _Toc520212762]Introduction 
Aim 
The aim of this research is to critically analyse the link between the HR function and the customer experience. 
Objectives 
· To identify the specific elements of the HR function impacting the customer experience.
· To critically analyse the HR practices influencing the customer experience.
· To make recommendations for HR strategy, to support the customer experience and in turn promote profitability
[bookmark: _Toc520212763]Literature Review
This is a review of some of the available literature on the topic to identify and learn from previous academia around the HR function and its particular practices which influence the customer experience, including the service-profit chain and employee engagement. 
The service-profit-chain
The service-profit-chain was developed from analysing successful service organisations. This theoretical businesses model establishes the relationships between profitability, customer loyalty, employee satisfaction, loyalty and productivity. According to Harvard Business School (1994), the model states that profit and growth of an organisation are stimulated from customer loyalty. Customer satisfaction influences customer loyalty. The value of services largely influences customer satisfaction and value is created by employees who are satisfied, loyal and productive. Therefore, in order to deliver results to customers, high quality Human Resource Management (HRM) support services and policies need to enable employees to achieve this (Heskett et al., 2020). 
This is supported by Barber, Hayday and Beavan (1999), where a study carried out demonstrated that HRM has a significant part to play in the effective working of the service-profit chain, which highlighted the importance of employee attendance and commitment, strong line management and a positive workplace culture. This research emphasises that employees will provide good service when this is expected and rewarded by organisations, and importantly when the organisation has practices which enable exceptional service deliver e.g. learning and development, product knowledge. The HR function plays a part in these practises and strategic management, by linking customer satisfaction feedback with performance management tools, identifying development needs and providing suitable support. 
Walters (2018), states that the service quality received internally by employees will determine the quality of service employees provide to customers. The study also discusses that since the implantation of the SPC model in 1994, there has been drastic changes to the economic and social environment. Currently, organisations are required to compete on a global market, whereby organisations have to work harder to be profitable and obtain a fair market share. The study confirmed that the repurchasing rate was much higher in satisfied customers, and suggested satisfied customers have a personal and emotional attachment to an organisation. In practice, HR Strategies internally will define an organisation as an employer of choice through employee satisfaction, which in turn will positively influence customer satisfaction (Walters, 2018).  
According to Rusche (2016), the companies which have utilised the service profit chain model, have increased their focus on empowering employees, and developed a culture centred on servicing both customers and employees. Another example of achieving this is having a good feedback loop for both customers and employees, and an action orientated response to feedback.
The customer experience
Mckinsey & Company (2008), aimed to prove the link between the customer experience and the HR function. The research conducted was initially based on intuition. As part of the research, there was an increase in collaborations between employees and the guest experience was included within reward and recognition initiatives. The research was based on self-reporting from employees which found them to be more engaged, and in turn saw a reduction in customer complaints (Camp, Boutetiere and Vadnai-Tolub, 2008). 
According to HR Grapevine (2017), HR plays a role in customer experience and they believe the secret to great customer experience, could sit with employee engagement. They also explore the possibility that the HR function could learn from customer satisfaction teams. As companies know a wealth of information about their customers which informs how they operate or market their products, providing a seamless buying journey and experience. HR Grapevine argue that using the same insight and analytics with employees provides the opportunity to design a great workforce experience, whereby employees do their best work. In turn, this would improve performance, productivity and engagement and therefore impacting positively on the customer experience. 
Employee engagement
HR Grapevine (2017) also reviewed a study within a gym company where staff moral had hit an all time low. A new chairman was appointed and decided employee engagement and customer satisfaction were not to be treated separately. A net promoter score was introduced, within two years the employee NPS score increased which correlated with an increase in customer memberships. In a further study, according to HR Grapevine (2017), 83% of companies that did link both employee engagement and customer satisfaction saw benefits in an improved customer experience. 75% of companies within the study felt led to more engaged and motivated employees, and over ½ the companies linked positive customer experience to their people. 
According to Bain (2018), investing time in frontline teams, understand their drives and ensuring engagement, empowerment, transparency, training, and open feedback provides employees with an awareness about their role and the significant part it plays in an organisation. This is key to great customer service, where employees are willing to deliver and be motivated to provide the best service they can.
In summary, this secondary research demonstrates employee and customer engagement are intrinsically linked. Reported positive brand experiences are almost always inclusive of employees. 
[bookmark: _Toc520212765]Methodology 
In order to support the research discussed within the literature review, primary research will be analysed. There are two strands to the methodology used in this research, with the aim of reviewing any correlation between employee engagement and customer satisfaction. Both strands have samples taken from the same time period, but cover both employee satisfaction and customer satisfaction. 
The data will be obtained from two separate surveys – 
· Strand 1 – A customer satisfaction survey sample taken from December 2019
· Strand 2 – The Annual employee satisfaction survey taken in December 2019 
The surveys for both samples take a positivist approach and will demonstrate quantitative data. The data will be obtained from survey questionnaires and the use of an NPS score, where a score of 1-10 is required in response to both particular questions. 
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As seen in the above image, respondents are grouped as follows:
· Promoters (score 9-10) are loyal enthusiasts. As customers they who will keep buying and refer others, fueling growth. As employees they will recommend as a place to work, and become brand ambassadors.
· Passives (score 7-8) are satisfied, as customers they are unenthusiastic and are vulnerable to competitive offerings. As employees, they are vulnerable to alternative employment, and give mediocre performance and motivation. 
· Detractors (score 0-6) are unhappy customers. As customers and employees, they can damage brand and impede growth through negative word-of-mouth.
Subtracting the percentage of Detractors from the percentage of Promoters yields the Net Promoter Score, which can range from a low of -100 (if every customer is a Detractor) to a high of 100 (if every customer is a Promoter) (Net Promoter Score, 2020).

The NPS is used as a key measure for the overall brand perception, and is used to understand both the customer and employee experience in this instance. 
A key question was used in both surveys in which NPS was measured:
Strand 1 – Would you recommend Bluestone as a place to stay?
Strand 2 – Would you recommend Bluestone as a place to work?
The data sample has been chosen to analyse whether employee engagement is linked with the customer satisfaction during this period. In particular, December, as this is the company’s busiest time, in which it is operating at full capacity, and has additional operational offerings across all areas of the business for customers. It is a time when we have a full staffing requirement including seasonal staff members, to contribute to the survey. Guests are encouraged to complete the survey on departure. The HR function circulates departmental response rates for employees on a regular basis, to ensure front line managers are encouraging employees to complete the survey.
Prior to conducting research, consideration was given to any ethical concerns. All participants’ privacy is protected, as both surveys are anonymous, with no way of recognition. Individuals are informed that the data from surveys will be used for analysis and to inform business decision. As the surveys are anonymised, it provides reassurance to answering both open and honestly, which supports the reliability of the data.


Findings/ Discussion
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The sample size used was 895 Guest Bookings. The NPS was at 72.4% for the period based on guests recommending Bluestone as a place to stay.
Strand 2
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There was a 64.4% response rate for the engagement survey – a sample size of 456/708 employees. The NPS score was 73% based on recommending Bluestone as a place of work.
In support of this, 4 further questions are asked around engagement:
· 86% (393/456) are motivated to help Bluestone achieve its aims (94% in 2018)
· 85% (388/456) are proud of Bluestone (92% in 2018)
· 81% (370/456) feel inspired to be the best they can be (92% in 2018)
· 76% (349/456) feel a strong personal attachment (85% in 2018)
[bookmark: _Toc520212767]Conclusions 
The service-profit-chain model highlights the relationships between profitability, customer loyalty, employee satisfaction, loyalty and productivity. The secondary research demonstrates that in order to deliver results to customers, high quality Human Resource Management (HRM) support services and policies need to enable employees to achieve this, where it is expected and rewarded. The research states that practices such as learning and development activities, product knowledge, investing time in frontline teams, empowerment, transparency and open two way feedback is critical to motivating and engaging employees. Also to understand their drives and linking customer satisfaction with performance management methods to identify learning needs and support, which in turn provides employees with an awareness about their role and the significant part it plays in an organisation. This is key to great customer service, where employees are aware and willing to deliver and be motivated to provide the best service they can. The HR approach internally will define an organisation as an employer of choice through employee satisfaction. The research also identified that the HR function could learn from customer satisfaction teams, utilising the same insight and analytics from customers to employees and utilising this to design an engaged workforce. The primary research conducted supported the secondary research. From the data obtained, it is evident that there is a clear correlation between the NPS score for customer satisfaction of 72% and the engagement score of 73%. The HR function plays an important role in managing employee’s experiences which in turn will positively reflect in their dealings with customers. 
[bookmark: _Toc520212768]Recommendations for change
According to studies, 38% of companies have no plans to connect their customer experience and employee engagement programmes, currently 36% wholly or partly do (Bain, 2018). This research demonstrates the need for improvement in practice. Customer experiences start with employees and engaged, motivated people are better equipped to deliver this. To engage employees, management must understand their people, have a level of transparency, empower their employees and ensure they are well trained to carry out the role. Listening and empowering individuals should be central when developing a comprehensive engagement strategy within an organisation. In turn, employees will have the ability and also the inclination to do the best by their customers. The HR function must link itself more closely to the core business values and objectives, and focus on how HR can impact organisational performance, especially increasing competition where companies need to differentiate themselves in meeting customer needs better than competitors, which is achievable through its people.
[bookmark: _Toc520212769]Limitations
Primary research:
The sample size utilised in the customer satisfaction survey was not reflective of the occupancy of the resort for the time period sample and is entirely optional, therefore could be questioned as to being a true reflection of the data displayed. Future research should look to obtain fuller measures of customer satisfaction. The participation rate for the employee survey could also have been improved, to ensure a true reflection of the full workforce. It could be argued that only those who are already engaged would be likely to complete it, therefore it has not taken into account the disengaged employees, who may have altered the result. 
Secondary research:
Much of the research is descriptive and theoretical rather than action orientated and evidenced. It was difficult to obtain large scale studies which evidence the link between the HR function and customer satisfaction.
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