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Abstract:

This sivdy attempts to establish what bank treasury dealers are measured and rewarded on in
general, and more specifically whether customer orientation factors are Included as criteria of
measurement and reward in the performance management process. Furthemmore, this study
attempts to establish the level of customer orientation in bank treasuries by ufilising the Narver
and Slaier Marketing Orlentation Scale (1990} and then makes a comparison between that level
and the degree to which it is managed by the performance management process in terms of both

recognition and reward.

Tao achieve this, a study was underiaken in two commercial banks and one merchant bank with
a sample size of 70. A tnangulated study was undertaken with the initial guatlitative phase
consisting of pilot interviews with three senior treasury managers, one from each bank, as well
as an independent {reasury consultant. Thereafler the quantitative study was undertaken
utilising questionnaires distributed to each bank.

The median, range and mean were utilised to determine whether or not customer otientation is
included as a criteria of firstly, measurement and secondly reward in the performance
management process. Thereafter, the ANOVA technique was used o determine the significance
of the differences in the means, Sheife’s test of Multiple Pairwise Comparison of Mears was
then used to determine which means were different. The Speamman rank-order correlation was
used to analyse the relationship between the ievel of customer orientation as per the Narver and
Sfater Market Orientation Scale (1990), against firstly what the respondents are measured on in

their perforrnance management process and secondly, what they are rewarded on,

The findings generally indicate that some (but not all} of the customer orientation factors, are
included in the performance mianagement process in South African bank treasuries to varying

degrees.
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CHAPTER 1:

1. INTRODUCTION

11 BACKGROUND AND IMPORTANCE OF THE RESEARCH:

in order to service and compete effectively in global markets, South African
organisations will have to start showing far greater customer awareness and ensure
that customer orientation becomes a matter of strategic importance., Based on various
readings and the findings of Parasuraman, Zeithami & Bemry's SERVQUAL (1985)
market research questionnaire, South African organisations place insuificient emphasis
on a customer orientation. Aggravating circumstances are the possibility that customer
oHentation may not be inciuded as a criteda of measurement in petformance
management, nor rewarded [one of the essential criteria of performance managemsnt
systems (PMS)] - possibly due to the subjective, relatively intangible and qualitative

nature of customer satisfaction.

The treasury banking environment has been specifically selected to establish the ievel
of customer orientation as this is an area which traditionaily haz reward systems which
are compietely financed based and views profitability as the major criterion in ferms of
performance management and in determining reward. As profits are relatively easy to
quentify, reward in the form of bonuses has been based on profits achieved.
However, due to increased competition and with the advent or retum of foreign banks
to South Africa, the need to ensure that long standing and profitable relationships
are developed and maintained has been highlighted. With limited scope for competing



on price, anks dealing in foreign exchange (forex), money capital and equity
markets need to shiit their focus to improving customer service. Forex, money capital
and equity markets are futctions usually found in most bank treasurlez. Dealers in the
various markets, backer up by an appropriate administrative function, form the key
staff responsible for this function. The demands -7 invesiors zind companies have
become more sophisticated due to the globalisation of Invesiment flows. Cusiomers
now want to rzceive broader advice on investment decislons. To be able to compete,
dealing desks within banks are increasingly having to provide services across a rangs

of financial products and find ways to add value fo these.

As banks need fo develop and maintain thelr cusiomer base, and as pricing Is highly
competitive, there is a need for management te focus on the implsmentation of a
customer orientation to ensure that a sustainable competitive advarifage is achieved.
The inclusion of customer orieniation as a2 criterion within the performance
management process could help facilitate this strategy. South African banks wili need
to evolve more elaborate and imaginative customer service initiatives than ever before
(Crowe, 1995), and deveiop a business culture commifted to creating superior value
for custorners. Client or customer orientation, by ifs very nature, is difficult to quantify
and this has brought into question the cﬁrrent reward system in banks, both locally
and intemationally. In order to retain a long standing client, profits made from that
client may need to Le reduced to mzintain the long term -, and therefore, “profitable-
through-time” relationship. The banking treasury environment needs to ensure that its
short term profit goals are aligned with client retenficn goals. This could be partly

facilitated by changing the criterion of the reward and recognifion component from a



purely “creation of profit” emphasis to one which includes the six customer orlentation

factors.

In terms of customer o-entatlon being a criteria of assessment in the performance
management process, performance management hzips in the integration of corporate,
individual and team objectives, In communicating these cbiectives, and in
underpinning {F ~ core values of the organisation. It is potentiaily a lever for achieving
gultural and behavioural change and a means of empowering people by giving them
more control over their work and thair personal development. it often, but not always,

provides the basis for performance related pay.

The impact of structural factors, such as reward systems and the creation of . .n
communication channels, have been highlichted as imporiant in engendering a
customer orientation (Spiro, 1994). Clearly, top management can help promote a
customer orieniation by changing reward and recognition systems from being
compistely finance based (e.g., profits) to being at least partly customer based (e.g.,
customer satisfaction) {Spiro, 1994). For this to occur in banks, a changs in mindset,
and probably culture, will need to occur io facilitate this process. This research will add
vaiuable insight to top management by highlighting the need to adopt customer
orientation as part of their strategy. This would require a cultural change which couid
facilitated by an holistic performance management process which would inciude
recognition and reward systems supportive of customer orientation. Performance
management processes furthermore support the achievement of strategy by ensuring
that realistic but stretching objeclives are set and that action plans are prepared which .

will allow for the implementation of objectives (Armstrong, 1994). In order o succeed,



management have to believe that customer orientation as a corporate strategy,  will

enhance long-term growth and ensure increased profitability.

1.2 RESEARCH OBJECTIVES:

The primary objective of the current research is o gain Insight into whether or not
customer orientation is a criter” ! of measurement within the performance management
process within the banking trezasury environment of the organisations assessed. (This
research will attempt to show that one way of achieving customer orientation, is by
including it as an objective within performance management). A second objective of
this research is to establish whether or not customer orientation is rewarded. A third
objective is to establish what dealers within the Treasury are currently being measured
on and the levef to which, if any, the factors of customer orientation are included in
thelr respective performance management processes., The level of customer
orientatior: will be determined for each bank and a comparison made between that level
and firstly, the measurement of cusiomer orientation factors in the performance
management process, and secondly against the reward of customer orientation factors

as part of the performance management process.

1.3 RESEARCH METHODOLOGY:

A trianguiated research methodology was undertaken . The initial phase of this was to
conduct pilot interviews with a senior treasury manager from each bank, as well as an
independent treasury specialist, on factors pertaining fo cusiomer orientation and

current performance management practices related {o recognition and reward in their



respective bank treasuries and in bank treasuries in general. These in-depth interviews
were conducted to ensure that relevant information was not excluded from the
questionnaire which was designed after the pilot interviews were conductgd. The in-
depth interviews aliowed for ideas raised to be explored and clarifled qualitatively prior

to the quantitative exploration.

The main study was then conducted. The population for the main study consisted of
various types of dealers from three of the major South African bank treasuries. The
main study was agreed in advence with the senior management of the relevant bank,

the questlonnaires were dropped off at each bank and collected at a later date.
1.4 LIMITATIONS OF THE RESEARCH RELATED TO THE SAMPLE:

A few factors potentially limits the extension and generalisation of the results of this

research.

The sample studied was restricted to the population of only three banis in the greater
Johannesburg area and did not include any corporate treasury dealers. (A corporate
treasury is one found in a non-banking environment). In terms of the customer
orientation aspect, customers and compefitors may have mor2 objectively assessed
whether the bank's behaviour indicates its adoption of a customer orientation as its
core business philosophy., Furthermore not all banks may have had an holistic

performance management process finked into comorate strategy.



Other gecgraphical areas - including satellite freasuries of the banks researched,
found in the large centres around South Africa - were not included which may have
further influenced resuits. These areas were not incided due to the constraints of ime

and access.

1.5 QUTLINE OF SUBSEQUENT CHAPTERS:

Chapter Two: Review of the Relevant Literature

This chapter focuses on a review of the performance management, customer
orientation and Treasury environment constructs. It starts by looking at performance
managament as a process and the impontance of reward and recognition systems
surport that process. It then reiews customer orientation, as well as giving an
overview of market orientation as a whole, of which customer orientation is one
behavioural component. The final section deals with the Treasury environment as a

whole.

Chapter Three: Research Methodology

In this section, the three key propositions are discussed . The pilof study undertaken,

ard the method of data collection, which involves the construction of the

questionnaire.



Chapter Four: Analys!s of Results

The results are presented.

Chapter Five: Conclusion

The business and management *nplications of the research resuits are discussed.

Recommendations for future research are ¢ 1en ¢. .ined.



CHAPTER 2:
2. LITERATURE REVIEW.

The literature review will cover three main areas. These are: the performance
management process with particular emphasis on recognition and reward, customer
orientation or the need to provide good customer seivice as a good competitive
strategy, and the treasury environment. In terms of strategy, performance
management would provide the vehicle by which customer orientation could be
facilitated.

2.1. PERFORMANCE MANAGEMENT AS APRf  3S:

This dimension of literature needs to be reviewed in order to establish the various
management processes, that is planning, programming, budgeting, feedkack and
rewarding, that make up the vital “nerveus system” that direct and fransmit signals to
employees throughout the organisation and stimulate its movement towards its chosen
objectives. This relates to the adage that people only do what they are measured on.

This review will specifically investigate:

1. the broad cutline of the performance management process and
2. establish the importance of reward within that process.

Compensation and reward needs to be researched, as for customer orientation to be
effectively implemented within an organisation, Spiro {(1994) has stated that there is a
need for an actlon programme (such as performance management) that coordinates
individuals and activities to achieve stated objectives, in this case customer orientation.
This would include declslon and reward and recognition systems that are compatible
with and suppertive of the performance management of customer orientation.

The successful management of staff performance is vital to the role of any manager.
By clarifying what the organisation needs to do strategically, translating that into clear



divisional goals, cascading those down into individual goals and reviewing these goals
regularly, performance management provides a well-structured and effective
management tool to achieve strategy and facilitate culfural change. Performance
management is based on the agreement of objeciives, knowledge, skill, competence
requirements and work and development plans. in relation to this study, to facilitate
customer orientation, this knowledge, skill, overall competence and day to day
effectiveness would have to be oriented towards customer commitment, creating
custemer value, understanding customer needs, satisfying the customer, measuring
customer satisfaction and after sales service. Performance management involves the
joint and continuing review of performance against these objectlves, requirements and
plans and the agreement and implementation of improvement anrrd development plans
(Armstrong, 1994).

Performance management should be regarded as an halistic process encompassing
planning performance (in this case related to customer orientation), managing
performance, reviewing performance and rewarding performance. These four key
elements of performance and the activities that normally form part of each element are

shown in Figure 1 (Armstrong, 1994).

Planning performance y Managing performance
1 l
| 12

Rewarding performance —— Revie ¥ing performance

Figure 1. Performance management processes (Armstrong, 1994: 188).




Any number of frameworks are available for a review of performance managemcr. In
the context of organisational culture (and specifically in the context of facilitating &
cultural change from one of profit to greater customer crientation) Armstrong (1994:24)
states: “The overall aim of performance management is to establish a culture in which
Individuals and groups take responsibility for the continuous improvement of business
processes and of their own skills and coniributions. Performance management
processes can be used to communicate and reinforce the organisations strategics,

values and norms and to integrate individuai and corporate objectives.”

Spangenberg (1904) aiso sees performance management in a broad context, albeit a
slightly different one from Armstrong's (1994). Spangenberg (1994) follows Rummier
and Brache (1992) in postulaiing three levels of performance which would facllitate the
implementation of customer orientation in bank freasuries. These three levels of
pefformance are:  organisation, process, and job / performer. These three
organisational levels are combined with three performance needs - goals, design and
management thereof.  Spangenberg (1994) does not specifically accommeodate
organisational cufture but he does recognise it as an important issue in performance
management: "Both people- and process- based systems will fail if they are
incompatibie with the organisation's culture {its style, beliefs, values) or unless they
are an integral part of a planned programme of cuitural change. Frequently new
management techniques have been infroduced without sorting out their cultural impact”
(Spangenberg 1994:41-42). The introductlon of customer orientafion in bank treasuries
would create an impact which would need to be accommodated cuilturally. Not only

does Spangenberg (1894) see culture as something that must be accommodaied, he
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sees it as intrinsic to the objectives of performance management. As Spangenberg
(1994:40-41) puts it: “Performance management has a powerful impact on the culture
of the organisation because it interfaces throughcut the process of managing
performance, e.g. goal-setting, coaching, feedback, etc. The way in which these
interactions take piace will determine the culture of the organisation, for example,
whether there will be an autocratic or participative culture, or a team or individual
culture. For customer orientation to be effective, a more pariicipative and team cuiture
would need o be prevalent especially to facilitate the all encompassing market
orientation of which customer orientation is just one facet. McLagan (1990)
contended that “during times when business success depends on the ablllly of the
organisation to move t{owards a more patticipative management approach,
performance management becomes an important management focus.” Armstrong
(1994) agrees that a specific aim of performance management is to act as a lever for

change in developing a more performance-~oriented organisational culture.
Armstrong (1994) does not however confing his freatment of the purposes of
performance management {o the rarified domain of culture. He (1994) suggests the

foliowing catalogue of reasons for introducing performance management:

+ “To reinforce a performance-orientated culiure or fo help change an existing culfure

o become morse performance-orientated.

¢ To weld together different parts of the organisation with different cultures.

11



To improve the performance of individuals and feams - performance-driven

performance management.

To develop the skills, competencies and potential of employees - development-

driven performance managemant.

To provide for increased and sustained motivation - motivation-driven performance

management.

To empower people - giving them more scope fo exercise control over and take

responsibility for their work.

To help in the integration of organisational, functional, deparime:. 3, team and

individual objectives.

To provide for an exira channe! of communication about matters conceming work.

To provide a framework within which managers can improve their performance in the

processes of clarifying responsibilities, delegation, monitoring and reviewing

performance, and developing staff.

To attract and retain skilled staff.

To support total quality management”.

12



2.2 REWARD IN THE PERFORMANCE MANAGEMFNT PROCESS:

Reward is a fundamental part of performance management. In fact, research
conducted by the Institute of Personnel Management (1992) established that some
organisations regarded reward / performance related pay, as performance

management.

Itie, however, best to regard reward as a method of improving performance and ¢ne

of the processes within performance management.

Aristrong (1294), cites performance related pay as a means of providing incentives
and rewards to improve the performance of the organisation. Furthermore, &::..ongst
ofhers, it delivers a positive message about the performance expectations of the
organisation; it focuses attention and the endeavours of individuals on the key
performance issues; and it acts as a catalyst tc change cultures which need to becume
more performance and resuits orientated , or where the development of other key
values such as quality and customer servica need tc be encouraged. For bank
treasuries to utilise customer orientation us a competitive strategy, they would need to
undergo a change from bonuses only based on profits madz for the bank, to one in
which cusiomer orentation (both intemally and externally) would be a criteria of

measurement.

13



In a study conducted by Jaworski and Kohli (1993) the authors found that
organisations who rewarded employees on the basis of factors related to customer

satisfaction and building customer relationships, tended to be more market oriented.

For organisations which are very much in the business of making money, such as
banks are, financial rewards 2ct as key motivators. (At this polnt, # should be noted
tha” pay must not be regarded as the only motivator. Aftention should also be given fo
the non-financial approaches to motivation and recognition. An integrated approach to
performance management needs to be adopted to motivate all types of employees and
not just the high-flyers. This would require a mix of financial and non-financiai

rewards.)

Another powerful argument advanced for performance related pay, is that it is a lever
for cultural change in the direction of accountability for results and orientation towards
high performance and, in for the purposes of this study, greater customer orientation.
The IPM study highlighted that performance related pay delivers a strong message
about the expectations of the organisation to its employees. Incentives need to be
appropriate for employees to behave in desired new ways (Day, 1990; Kohili and
Jaworskl, 1990). !t should be noted however, that pefformance related pay cannot be

expected to bz the sole lever for Improving performance (Armstrong, 1994).

For bank treasuries to successfully implement a customer orientation, it would appear
that they would have to embrace a cultural change from one which emphasises
primarily profit - from which Individuals as well as the bank can gain in the short term -

to a more ong term profit focus achieved by customer satisfaction. This cultural

14



change could be facilitaied by performance management processes which incorporate,
as one of its features, reccgnition and reward structures which promote the requisite
message about the expectations of the organisation. To remain competitive in =1
environment in which the consumer has multiple choices , the point of convergence for
consumer loyalty must be customer care. The relationship with the customer could
become the differential between being accepted, or in terms of the ultimate power of

the customer, rejected (Spiro, 1994).

2.3. THE CUSTOMER ORIENTATION / ABILITY TO PROVIDE SERVICE

CONSTRUCT:

Having established an understanding of an holistic performance management process
which embraces customer orientation as a culture, a greater undersianding of
customer orientation needs to be promoted. The implementation of a customer
crientation appears to be generically regarded as difficult. People and organisations
aspire to what they construe as “customer orieniation”, however there is a lack of
understanding and awareness of the concept as a whole .1 terms of interdeparimental
communication, alignment of one’s own and the organisation’s values, hierarchical
control, customerbased evaluation and reward, managemeint commitment to being
responsive to the customer and visibie management buy-in fo the imporiance of the

customer. (Spiro, 1994.)

2.3.1. Customer sarvice as a competitive strategy:

in the past few years, there has been a renewed academic and practiioner interest in

both the market and customer orientation concepts (Shapiro, 1988; Webster, 1988;

(s



Day, 1990; Kohli and Jaworski, 1990; Narver and Slater, 1990; Spiro, 1894). This
resurgence of Interest Is not surprizing, since the concept represents the foundation of
high-quality marketing practice. What is noteworthy, however, is that relatively littls
sysigmatic effort has been devoted to understanding the complexities of its

implementation within organisations (Spiro, 1994).

The research findings of Spiro (1994) show that “medium-sized organisations, that is,
those having between 00 fo 200 employees, tend to percelve that customer-based
evaluaiion and reward is vital to the eifective implementation of a customer orientation
cufture. However, small sized organisations, thatis, those having a staff complement
of under 50 employess, as well as very large orgenisations having 200 to 500
employees, did not perceive customer-influenced incentives to be as impoitant as the
medium sized firms". This is due to larger fims being able to create value for
customers by offering lower prices for a product or service, made possible due to
economies of scale and scope. Large organisations would aiso be more remote from
their customers than medium sized firms and may have more price oriented marketing

strategies (Spiro, 1994).

Spiro's (1984) research uclearly delineates the factors that can be expected to promote
or hinder a customer orienta™on  These factors appear to be largely controiled by top
management and can, therefore, be altered by them in improving the customer

orietation of their organisations.

For an organisation to achieve consistently above-normal market performance, it must

create a sustainable competitive advantage (Aaker, 1989). Thatis, it must create

16



sustainable superior value for ks customers. The desire to create superior value for
customers and sustainable competitive advantag: drives a business to create and
maintain the cuilure that will produce the necessary behaviours. Market orientation is
the organisation culture (Deshpande, Rohit and Vebster, 19689) that most effectively
and efficiently creates the necessary bshaviours for the creation of superior value for
buyers and, thus, continuous superor performance for the business, Narver and
Slater (199", infer that market orientation consists of three behavioural components -
customer oriendation, competitor orientation and interfunctional coordination ~ and two

decision criteria - long term focus and profitab.ity.

To create a greater understanding of market orientation, of which customer orientation
is just one component, a brief overview of all the components of market orientation

follows.

Specifically, cusfomer crientation, the first component of market orlentation, is the
sufficient understanding of one’s target buyers to be able to create superior value for
them continuously. A customer orieniation requires that a seller understand a buyer's
entire value chain (Day and Wensley, 1988), not only as it is today but also as i wilt
evolve over time subject to intemal and market dynamics. Bank treasuries wouid
therefore need to understand thelr clients business in order to add value, and thereby

promote long term profitability for themselves.

A selier / organisation creates value for a buyer in only two ways: by increasing
benefits to the buyer In relation to the buyer's costs in relation to the buyer's benefits. A

selier, in this case the dealer, must therefore understand the economic and political
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constraints at all levels in the channel. Only with such a comprehensive framework can
the seller undersiand who its potential customers are at present as well as who they
may be In the future, what their customers want now as well as what they may want In
the future, and what they perceive now as well as what they may perceive in the future

as relevant satisfiers of their wants (Narver and Siater, 1890).

Competitor orientation means that a seller understands the short-term strengths and
weaknesses and long-term capabilities and strategies of both the key current and the
key potential competitors {Aaker, 1988; Day and Wensley, 1988; Porier, 1980,
1685).

The third of the three behavioural components is inferfunctional coordination ~ the
coordinated ufilisation of company resources In creating superior value for farget
customers. Any point in the buyer's value chain affords an opportunity for a seller to
create value for the buyer firm. Therefore, any individual in any function in a seller firm
can potentially contribute to the creation of value for buyers (Porier, 1985). A seller's
creation of value for buyers is analogous to & symphony orchesira in which the
coniribution of each subgroup is iailored and integrated by a conductor - with
synergistic effect. A seller must draw upon and integrate effectively, as well as adapt
as necessary, its entire human and other capital resources in its continuous effort to
create superior value for buyers. Hence, that effort is the proper focus of the entire

business and not merely that of a single department in It (Webster, 1958).

Achieving effective interfunctional coordination requires, among other things, an

alignment of the functional areas’ incentives and the creation of Interfunctional
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dependency so that each area perceives its own advantage In cooperating closely with
the otheis. Performance management would be a vehicle o facilitate this strategy. Ifa
business rewards every functional area for contributing to creating superior vaiue for
customers, self interest will lead each area to pariicipate fully (Narver and Slater,
1990). in deveioping effective interfunctional coordination, markcting or any other
advocate department must be extremely sensitive and responsive to the perceptions
and needs of all other departments in the business (Anderson, 1982). As a vehicle for
promoting market orientatlon as an holistic strategy, performance management would
result in the same objectives, knowledge, skill, competence requirements and work

and development plans being cascaded throughout the organisation.

The literature suggests that a market orlentation has primarlly a fong-term focus both in
relation to profit and in implementing each of the three behavioural components of
market orientation (Kohli and Jaworski, 1990). Anderson (1982) stresses that a long-

run perspective Is implicit in a market orientation.

Finally, for businesses, the ovemiding objective of a market orientation Is profifabiiity.
Kohli and Jaworskl (1990} found that profitability is viewed as a consequence of

market orientation.

The above explanation serves to promote # greater understanding of market orientation
of which customer orientation is cne behavioural component. This study is focusing on
the performance management of this one behavioural component - customer
orientation - in bank freasuries. This can be facllitated by an holistic adoption of

performance management processes,
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2.3.2. The nature of service quality:

Service quality is defined by Christopher, Payne and Ballantyne (1991), as “the ability
of the organisation to meet or exceed customer expectations”. In this context custorer
expectations may be defined as the ‘desires or wants of consumers, i e. what they feel
a service provider shouid offer rather than would offer’. In an industrial marketing or
business-to-business context, the concept of expectations mighi be modified to
encompass the idea of ‘negotiated’ expeciafions. in other words, service qualily is
measured in terms of the extent to which performance as perceived by the customer
meets or exceeds agreed levels of service. To complete the definltion of service quality
it must be emphasised that the measure of performance is essenfially a measure of
perceived performance. In bank freasuries, service quality would include, for

example, the administrative side of treasury transactions being properly handled.

Parasuraman, Zeithaml & Ber (in Christopher et al 1991:107 -108) cffer a generic
model of the basic dimensions of service quality that can be generalised across

markets. These basic dimensions of service quality are:

1. Reliability which involves consistency of performance dependability. it means that

the firm performs the services right the first ime, and honours its promises. In bank

treasurles , this wouid include the conflrmations and transfers of foreign payments.
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2, Rasponsiveness which represents the wiliingness or readiness of empioyees to
provide service. It also entalls imeliness of service. In bank treasures this would

include the immediacy of transactions.

3. Competence which means possession of the required skills and knowledge fo
perform the service. An example in bank treasuries would be the fransactions and

confirmations being accurately done.

4. Access which involves approachability and ease of contact; as well as convenient
location of service facllity. In bank freasurles, transactions have fo be real time and
need to be instantaneous. This would require direct communication devices such as
telephones dedicated to customers, the Reuters dealing system etcetera, o aliow

immediate contact.

8. Courtesy which involves the politeness, respect, consideration and friendliness of

contact personnel.

6. Communication which invoives keeping customers informed in a language and in
terms they can understand, as well as listening to them. This may mean that the
company has to adjust its language for differing customers. The terminology In bank
treasuries contains much jargon and complicated mathematics which a layman, or

even a corporate practitioner, may not be familiar with.

7. Crodiblity which involves trustworthiness, believabillty and honesty. it involves

having the customer’s best interests at heart. There have been several court cases,
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Including Bankers Trust versus Gibson Greeting Cards, which have accentuated the
requirement for banks fo discuss their products with complete transparency.
Crediblility in bank treasurles, is synonymous with transparency.

8. Security is the freedom from danger, risk or doubt. In bank treasuries this would
be linked to ethics and corporate govemnance as well as the basic requirement for
transparency. When aoing a deal for a client, it is Imperative that the client
understands his / her risk. A dealer should never transact a deal knowing that an

enormous profit could be made for the bank, at a great risk to the client.

9. Understanding or knowing the customer which involves making the effort to

understand the customer's needs.

10. Tangibles which includes the physical evidence of the service (facilitles,
appearance of personnel, tools or equipment used and physical representations -
such as a plastic credit card. In bank treasuries, this could include the

documentation related to transactions made.

Service in a sense should be ‘negotiated’ or agreed in advance with customers so that
there is no scope for misunderstanding what the organisation intends {o provide by way

of service.



2.3.3. The strategic role of sarvice quality:

As Furlong (1920:38) puts it, “implementing a customer service strategy is no picnic. It
requires a considerable commitment of time and resources. However, by virtue of its
difficult nature, a service strategy assumption canrot easily be duplicated by your

competitors. Therein lies the continuing advantage of a service-driven corporation.”

There is an increasinig recognition that service quality makes for good business. Wong
& Pery (1991) state that about two-thirds of customers who stop doing business with a
particutar organisation do so because they have received poor service. Seller (in Wong
& Perry, 1991} reports that atiracting a new customer to replace the lost one takes five

fimes as much effort, time and money as it would have taken to keep the existing one.

Wong and Perry (1991) argue that old methods of securing competitive advantage in
the financial services industry are no ionger effective. The marketing “4 P's" of
product, promotion, price and place, are no ionger important. It would therefore
seem that market orientation with customer orientation as one of its facets could be an
effective means of securing competitive advantage, driven by the performance
management process. For example, with advanced technology and increased
globalisation, location competitive advantage, as one of the four “p's” (place), has
been lost. Another example of lost competitive advantage, is the swift copying of new
financial products by competitiors - with all banks offering ‘me-too’ products.

Competitive advantage from a new product usually lasfs no more than six months.
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Wong and Perry (1991:12) accordingly conciude that, in the financial services
industry, the marketing key is now openly “customer service”. They report one
American survey which found that 44 percent. of bank customers rated “ease of doing
business” (Weng and Perry, 1991:12) as the principal factor in choosing a financial
institution and a further 28 percent. rated “quality of personal service” as the principal

factor.

Piercy (1992) makes the point that customer service and quality should be consistent
with all other aspects of the total offering made to the customer: this takes into account
minor points, such as price, the customer's performance requirements, value In the

customer's terms, and so on.

2.3.3.1. The strategic role of sarvice quality in banks:

Meyers (1994:61) says of customer service: “loyalty Is never ratlonal, and nearly
always emotional." Reaching customers on @ human, emotional level that ieaves them
feeling understood can bring bankers many benefits. To promote customer orientation,

bank treasuries need to embrace this philosophy.

Wong and Perry (1991: 12-13) argue that a concem for customer service “should be
evident in the organisation structure. A commitment to customer service will require a
change to a more customer-focused, more sensitive organisation structure, so that the
front line staff have more authority and are better trained”. These are all factors which

are relafed to customer orientation.
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In line with these organisational changes, Wong and Penry (1991) argue that
concomitant changes in culture snouild be fostered. The new cuiture must be based on
relationship banking, which depend on such ordinary courtesies as refering to a
customer by his or her first name. All managers must be active role modeis of the new

culture.

2.4. THE TREASURY ENVIRONMENT,

The information to be gamered from this literature investigation will include the roje of a
freasury within a commercial or merchant bank, the roles of the various types of
dealers, the services a treasury provides, the diiferent ime horizons of banks and

corporates and probiems experienced within the treasury environment.

2.41. Tha rols of the treasury function within a commercial or merchant bank:

Reid {1993) in explaining the changing role of the corporate treasurer, states ihat
traditionally a corperate Treasurer’s brief was limited to the routine functions of funding
and organising foreign exchange transactions. Over the last few years however, this
role has changed with many {reasuries extending their role beyond thet of a service
centre. “The fraditicnal role imited a treasury operation to a mere component of mnst

companies financial management structures” (Reid, 1993: 36).

Increased pressures on this function have resulted in it becoming a profit centre with

the Treasurer beir responsible for opportunity costs, resulting in treasuries having to
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obtain the best prevailing market rates, fo discover more efficient strategies fo cover
risks and to create advantageous funding arrangements (Reid, 1993). Couriney
(1988}, states that a new breed of corporate treasurer had evolved into what was, and

is sffectively, a financial engineer.

For the purposes of this study, it would seem that this role of financial engineer will

neew (0 be expanded to include a responsibility for custorner orientation.

The literature, as well as the pilot interviews conducted, indicated that the role of a

bank treasury can be summarised as follows:

+ Fund raising and investrﬁent services for the banks own requiremenis or needs.

s Provision of finance and investment i ducts to a broad spectrum of retail and
corporate clients as well as customers originating within the bank itself.

« The provision of financial risk management hedging products, such as interest rate
hedging products, foreign exchange rate hedging products, eguity price risk and
commodity price risk hedging products.

o The provision of forelgn currency transfer services.

o The provision of a range of financing products, for trade and other foreign financing
requirements, such as lefters of credit (LC's) and sim,  »roducts, where the price
component may be set in treasury - but other aspects such as credit risk
determination - are set in other functional areas of the bank.

+ In certain bank treasury's, trading is conducted in the above instrumenis and
markets with the objective of speculative gain. This is distinct but not entirely

unrelated to client support in such products and services.
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Treasury is usually broadly divided into 2 functional areas: local treasury and

international treasury.

Local treasury is primarily concemed with funding for the bank, but aiso finds itself
invoived in speculative frading in domestic market trading activity such as the local
bond and derivatives markets. It also has relationships with {he Asset / Liability
Committee of a bank, where apart from managing the macro balance sheet, it is aiso
responslible for broad pricing issues on key products such as overdrafts and deposits.
The client interface is most often expressed via other divisions of the bank such as the
project finance and investment banking, corporate division and abeve all, in the case
of commercial banks, via the branch network. However, direct client contact will accur
for larger transactions. Performance measurement of the factors relating to customer

orientation woutld therefore be advantageous.

The second functional area, Iintemational freasury, concems foreign exchange and
often foreign finance. This area depending upon the bank, can often fali within the

functional responsibility of another division.

Occasionally, & third functional area is separately defined within the treasury operation.
This is the provision ~f a broad range of derivative instruments. Often however, local
or foreign derivatives trading and services will fall within the two main fur.ctiocnal arcas
of local and intemational treasury. Investment banking and trading in local and foreign
equities is usually found in a separate division. Scuth African banks, until very recently

- with the advent of screer trading on the Johannesburg Stock Exchange, have
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traditionaily taken a very passive role in these markets. For practical pt»poses, this

aspect of a bank’s operafion has not been investigated in-depth for this report.

Treasury therefore, often finds itself involved In a variety of different financial markets
with varying degrees of pricing autonomy, different emphasis on the client versus
trading functions and often conflicting strategic goals. For instance: the domesfic
treasury function will often find itself responsible for both the banks own liquidity and
the provision of cost effective liquidity to clients. These are mutually exchisive
objectives. For example, a bank that is cash fiush will not seek {o take on any more
deposits; b~vever a vaiued customer who is also cash flush, will seek to deposit
those funds at the best possible rate. Shauld the bank therefore incur an even greater
liquidity surplus {with the associated costs of this situation) or should it price itself to
lose this deposit and possibly also tha client? Probably, one could argue, the cost of
this type of decision should ideally telong to the entity responsible for the client (the
client owner) or the entity responsible for long term client retention. (This a sirategic

issue which needs fo be determined &t the outset).
2.4.2. The roles of the various types of dealers:

Even within the various functions within ireasury, confiicting custonier service goals
exist. Different dealers within the ditfferent functiona; areas have different
responsibilities. Within the Infernational treasury, there are foreigii exchange (forex)
dealers who deal in foreign exchangc transactions. They are also sometimes found in

satellite dealing rooms. Satellite ¢ealing rooms are sometimes utilised to make far
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flung geographical areas closer to the deaiing room in terms of the custormers they

service. They are nomaily found in the major centres outside of Johannesburg.

Derivatives dealers may be found in both the local or international dealing areas
within treasury, or as a separate dealing area depending on the structure of the
treasury. They are usually always risk takers in the South Afdcan banking

environment,

Corporate dealers deal directly with corporate clients within the respective functional

£ 'gas,

When this function exists (not all banks have branch -atworks as in the case of a
merchant bank) branch dealers may deal indirectly with the client, usually via another
bank division. Allernatively, the branch dealer may deal directly with clients who are
gither small in size, or who do not require a high level of service within that particular

arega.

Risk takers, who make up anly approximately ten percent of the total treasury dealer
staff complement, are ultimately responsible for managing the exposure risk of the
treasury as a whole, within treir respective functional area, as defined above. They
deliberately incur risk for the bank and price transactions for other desks. All the

speculative and residual risk in the dealing room is managed by the risk takers.

An explanation of the function of branch and comporate desks is as foliows: a foreign

cxchange bank desk may deal with a large number of clients with a large number of
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smatt transactions. Although Individually small, on aggregate they are quite large. (It
is usually the small size fransactions which are charged at a greater spread or margin,
in order to meet the fixed overhead costs of each deal). Therefore, although it makes
sense to price each transaction separately, for risk management purposes and for
market economies of scale benefits, it makes betier economic sense to hedge tha.e
risks in one deal together, usually with foreign exchange risk taken. In effect, this
means that the desk can take smali risk positions, but due the relatively smafl size and
spread of margins charged (which in itself represents a hedge against market
movements) the bank limits its risk to the time mismatch between these individual deals
being executed and the aggregation of these deals being hedged with the risk dealer/
{aker.

Dezlers concemed with the liquidity function, are primarily concerned with cbtaining
the right amount of currency at the right place and time. They are not responsibi: for

dealing with customers or In achieving a customer driven price or service.

2.4.3. The services a treasury providas:

In the article, “Treasurers put thelr view on banks" (Crowe, 1995) states that forex
clents are overflowing with complaints about the service they receive from their banks.
The result is that banks are going to have to address the heavy criticism against them
of failing to provide adequate service to forex and other customers. The guif in
understanding between banks and clients has further widened as a result of the turmoit
in the cumency markets and recent upsets in derivative markets - the Barings Bank

disaster being a recent exampie.
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But there are signs however, that something positive could emerge from the hiatus.
While corporates are seemingly relentless in their broadsides against the banks, the
severity of these outbursts has prompted both sides to consider new ways of dealing

with each other.

A dramatic fllustration of what comporates want from banks is contained in the 1995
Euromoney survey of foreign-exchange customers: the corporate vote has led to
“guality of relationships” narrowly overtaking “price” as the most important factor listed
by all resporidents as # ir reason for determining choice of counterparty. By
comparison, the Euromoney survey indicated that banks still selected “price” as what

they feit was the most important factor .

The complairts and criticisms against banks' forex departments included: traders
calling up before or after office hours with information that corporate treasurers nelther
understood nor appreciated; high tumover in bank staff which hinders the development
of long term relationships (possibly due to dealers seeing themseives as professionals
in their own right with a short term career, with the resuli that they focus on achieving
the highest earnings avaitable io them. Were customer orientation factors to be taken
into account when awarding bonuses, this may not pose such 2 problem). Further
criticisms against banks and forex departments include: the failure of banks to fully
grasp the individual requirements of corporates and to be as enthusiastic about small
deals as large ones; and the hard sell by banks of products and strategies that
corporate treasurers need time to consider before reaching a decision. Many

corporates are facing huge curency losses resulting from volatifity in forex markets and
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large unexpected movements, The effects are starting to be felt on corporate bottom
| lines. Corporates experience currency iosses not only when they leave themselves {o
the mercies of the forex markets, b * also when they hedge. Corporates must seek
solutions, and while some of these will be in-house sfrategies, they can handly avoid
getting closer to the banks. If a successful partnership between bank and client Is
going to emerge, both sides must understand each other betier. This is a key factor of
customer orientation. Since the corporates are the custorrers, the onus is on the
banks to listen. Banks need tc diffarentiate between the requirements of different
industries as well as individual companies. As mentioned previously, banks or dealers
must overcome thelr fixation with the large deal. Corporate treasurers are as much

concerned with competitive prices and smooth processing for their many small deals.

A mitigating factor in this failure by the banks to provide basic customer service is the
structure of the forex market. Dealing in huge volumes gives banks significant market-
making capabilities, allowing them to offer the best prices. Also, their forex flows are
so large that they may actually influence prices. in coping with a plethora of deals and
clients, the dealers fall down on individual attention. Banks acknowledge the need to
know the time a corporate treasurer likes fo receive a call, as well as a need to0

understand the company’s exposure profiles,
2.4.4. Difforont time horizons:

Bridging the culiure gap beiween banks and comorates is as essential, it seems, as
overcoming the knowiedge deficlt. Forex traders thrive on life in the fast lane. Their

eyes are often on the main chance that is going fo boost benuses and sales figures in
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the short term. Corporate treasurers, however, are used to a more rarifled
atmosphere and longer ime horizons. To them, the fast talking and quick fixes of the

trading fioor can smack of sham practice.

The quick tumover of traders frustrates the development of lasting relationships
between bank and client and due to the stress of the environment, foreign-exchange
dealers tend not to last beyond their forfies - just the time they are experienced enough

to provide better service (Crowe, 1995).

After the well publicised upsets with derivatives, corporate treasurers are extremely
cautious of compiex risk-management strategles. They are likely to give wide berth to
anything they do not fully understand. Even before the recent debacles, some
corporate traders were concerned that forex dealers tried to husry them to implement
new methods, falling to realise that in corporations it may take weeks for a specific

strategy to be approved.

Now with freasurers piaying things as safe as possible, the banks and corporaies are
further apart than ever in their approaches. Thiere are signs that both sides realise the
present malaise calls for cooperation rather than conflict. The Barings scandal and
currency volatlity have resulfed in the client demanding to be talked through every
product. Likewise, corporete freasurers are talking more openly about their
requirements. This will assist banks in coming up with strategies tailored precisely to
customer ams. Cor, . ~tes are interested In the services banks can provide. All in ali,

there Is everything to be gained from banks and forex clients working more clossly
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together. Customers have signalied in the Euromoney poli how highly they value good

relationships with banks.

2.4.5. Probloms experlenced within the treasury environment:

The treasury is often viewed by the bank as a se .ice depe’e... - :.porting other
functions within the bank - and not as a service provider which has a external customer
interiace. This will obviously impact on the customer orlentation In performance

management within bank treasuries. However, this view is siowly changing.

Treasury often competes within itseif - the provision of finance, whether local or
foreign, should really be seen on the same continuum. For instance, a client may
choose 1o raise, via the bank, foreign finance and hedge forwarc through the foreign
exchange markets his exchange rate rigsks as well as hedge hig interest rate risk. This
Interest rate risk Is hedged either via fixed interest rate loans, or by using interest rate
hedging instruments to eliminate his interest rate risk. During this process, these funds
are converted to Rands and utilised domestically to meet the bank's operational or
investment liquidity requirements. On the other hand, the client always had the choice
to raise finance locally and the choice to go the foreign exchange route, based on
consideration of price. This immediately places the two main function areas, as
described above, to a greater or lesser extent, In some form of competition. The local
trader would be responsible for the provision and pricing of local finance, whilst the
internationa! trader would be responsible for the provision and pricing of foreign
flnance, plus the hedging needs of the client should the client indeed choose the

foreign financing route. The purpose of this illustration is to show that before proper
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analysis can be made of customer orientation/ retention strategles, it is important to
recognise that within the treasury itself, there exists a level of conflicting objectives.
As will be shown, the lack of customer retention strategies in the treasury division of

banking, is affected by internal misalignment within treasury.
2.5. SUMMING UP;

it |s apparent there is a need for better relationships between bank treasuries and their
custc mers. The introduction of customer orientation principies, as part of the greater
mariet orientation philosophy, would certainly facllitate this need. Performance

management as a process would prove to be the ultimate vehicle to drive this strategy.
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CHAPTER 3:

3.1. RESEARCH OBJECTIVES:

This study is an attempt to assess the level of customer orentation within bank
treasuries and whether or not customer orientation is supported in the performance

management process in terms of appraisal, reward and recognition.

The objectives of this research are therefore to gain insight info the following areas:

1. Whether or not customer orlentation is includad as a criteria of measurament in the

performance mianagement process within the banking treasury environment.

2. Whether or not customer orientation is rewarded.

3. To ascertain what banking freasury employees are being measured and rewarded

on in general.

4.1. To establish the level of customer orientation within the bank treasuries and
compare that level to the measurement of customer orientation factors in the

performance management process {established in objective 1).

4.2. To establish the level of customer orientation within the bank treasuries and
compare that level to the reward of customer orientation factors in the performance

management process (established in objective 2).
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Based on the findings, recommendations will be made with regard to what the bank
freasuries selected would need to do to bring their measurement of customer

orientation into line with current best practice.

(For the purposes of cument study, adoption of a customer orientation refers to
whether an organisation has embraced the concepts philosophical impliﬂaﬁons for
business management. There needs to be an awareness of the concept as & whole in
terms of interdepartmental coramunication, alignment of one's own and the
organisation’s values, hierarchical control, customer-based evaluation and reward,
management commiiment fo being responsive to the customer and visible

management buy-in to the importance of the customer. (Spiro, N. 1994).

3.2. RESEARCH DESIGN:

3.2.1. Popuiation:

Treasury staif in banks in South Africa. Employees from Treasury environments from

the Johannesburg area ranging from Treasurer to dealers on the floor were asked to

complete the questicnnaire.
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3.2.2. Sample:

The sample was limited to two commercial banks and one merchant bank. For reasons
of confidentiallty, it has been decided not to use the names of the banks surveyed,

but rather to refer to them as:

¢« Bank A

s BankB

in terms of the commercial banks, and one merchant bank, hamely:

+ Bank MB.

These banks were selected as they agreed o allow access for research purposes.
Several other banks were contacted felephonically and several messages left with an
explanation requesting access for research purposes, but no messages wers
refumed.

3.2.2.1. methaod of Sampling:

The popuiation consisted of Treasury personnel ranging from Treasurer to dealer within

the banking Treasury environment.

« A personal meeting and interview with a senior Treasury person resulted in their

cooperation in assicting. The objective of this was conduct a qualitative interview
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where new points raised by the interviewee, or points not clear to the interviewer
could be clarified and further probed. This was the first step in triangulated

research. It was also an attempt fo increase and influence a higher response rate.

» The questionnaires were delivered by hand "> each bank. I was requested that

they be completed for collection 7 working days thereafier.

3.3. IN DEPTH INTERVIEWS OR FIRST STAGE STUDY:

The researcher conducted 4 in-depth interviews: three with senior treasury
management of the banks which allowed access, and one with an expert and

consultarit on freasury environmenis.

The researcher utilised structured, but open -ended questions. The individuals
interviewed were selected on the basis of their perceived ireasury expertise and their
unigue insights into the treasury environments in which they operate - specifically in
relation fo their banks degree of customer orientation and knowledge of their
performance management process. The expest on treasury provided general insight
into treasury environments, thelr performance management processes and difficulties
experienced by treasury personne! both within the bank (internal customers) and when

interacting and deing business with external customers.

The purpose of the first stage of the study was to gain insight into the following

research objectives:
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1. Whether or not customer crentation is a criteria of measurement in the

performance management process within the banking treasury environment.

2. Whether or not customer orientatior i; rewarded.

3. To ascertaln what banking treasury eniployees are being measured and rewarded

on in general.

4.1. To establish the level of cusiomer oriertation within the bank treasuries and
compare that level fo the measurement of customer orientation factors in the

performance management procass (established in objective 1).

4.2. To establish the level of cusiomer orientation within the bank treasuries and
compare that level to the reward of customer orientation factors in the performance

management process {established In objective 2).

In addition to the research objectives, the researcher attempted o gain insight into the
respondents perception of the importance of a customer orientation to the long term

profitability and success of their organisations.

it was important to explore the factors mentioned above qualitatively, piior to
conducting the second stage - quantitative exploration. B8y adopting a triangulated
research approach, combining both qualitative and quaentitative research {Leedy,

1993), the researcher was attempling fo overcome the dangers of inflexibility,
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inherent in a purely quantitative study, In which important areas may have been
omitted. Triangulated research is also an aftempt to enhance the findings of a purely
quantitative research {Leedy, 1993). The qualitative nesearch of the first stage aflowsd
for flexibility, ensuring that certain assumptions which may have been inaccurate were
highlighted. Conducting qualitative research aillowed an unstructured exploration of
these assumptions. During the qualitative in-depth interviews, an open-ended
questionnaire was utiised to elicit perceived factors from respoiidenis. The reason for
using an open ended Juestionnaire was to allow the researcher to cenfinuously probe
respondents in order tn add meaning to the ‘nformation being obtained. As a result of
its unsfructured nature, this qualitative research allowed for areas not considered
important prior to the interviews to still be covered, and for the focus of the discussion
to be adjusted if necessary. This ensured imporiant areas were not omitted when

designing the structured quantitative questionnaire.
3.4. QUESTIONNAIRE DESIGN:

3.4.1. Second stage study:

During the second stage, a gquaniitative expioration (in the form of a questionnaire)
based on the information gained from the qualitative interviews and the literature

review was conducted.

Information obtained from the qualitative open-ended questionnaires can be compared
to the findings of the quertitative questionnaire and the differerces explored if

necessary. This could form the basis for further research.
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This questionnaire, to be used for cuantitative data collection, was distributed to the

sample described above and covered the following areas:

= Section one contained questions that were aimed at extracting demographic

information from the individuals answering the questionnaire.

¢ Soction two contained statements of whet employees are measured and rewarded
on in general. These statements were constructed from Issues that emerged during

stage one of the study, as well as faciors elicited from the literature review.

e Section thrase confained statements periaining to the incluslon of customer
origntation as & ciiterla of measurement / assessment in the performance
management process. These statements were constructed from factors that
emerged during stage one of the study, as well as factors elicited from the literatuie

review.

« Section four contalned statements pertaining to the reward and recognition of a
customer orientation in the form of bonuses ana/or as a component of

remunaration,

= Section five containcd tweive statersanis pertaining ‘o client retention and long

term profitability focus.
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» Section six contained a twenty one ltem customer orientation scale developed by
Narver and Slater (1990). This scale was used to measure the level of market

orientation of the selected banking treasury environments.

For sections iwo, three and four of the questionnaire, a five-point Likert scale was
used ranging from “strongly disagree” (a score of 1) to “strongly agree" (a score of

5).

For section five of the questionnaire, a seven-point Likert scale was used ranging from
“the business unit does not engage in the practice at all’ (a score of 1) to "the

business unit engages in the practice to & very great extent” (a score of 7).

3.4.2. Pliot Study:

The questionnaire was first administered to 2 non-random convenierice sample in order

to establish whether;

s The vocabulary was simple, direct and familiar to respondents.
» Any of the words had vogue or ambiguous meanings.
» Ay of the siawements were inapplicoble to respondents.

»  Any ¢f tue tinfements wers potentiatly confusing.

The respondents vwore asked 10 provide comment and criticism . any or all of the
gtatements and inc’.atlons, as woll as tie layout and structure of the questionnalre in

its entirety. Thereaficr the questinnnalre was distribuied to the larger sample.
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3.5. ANALYSIS OF THE DATA:

Research Objective 1: Whether or not customer orlentation is a criterla of
measurement in the performance management process within the banking

treasury environmant.

Instrument: Questions 21-31 of section 3 of the guestionnaire as wel' as selected
questions from sections 2 and 4 of the questionnaire, utiiising the 5§ point Likert scale
with statements and responses ranging from ‘strongly disagree’ (a score of 1) to

‘strongly agree’ (a score of 5).

Method of Analysis: Reversing the scores of all tha negative statements t» ensure they
had a positive connotation. Calcuiation of the median, mean and the range. Analysis
of variance to test the hypcthesis that the three sampies have the same means.
Sheffe’s test of multipie pairwise comparison of means to establish which means are

not equal in order to determine which sample has the higher or lower mean value.

Research Objective 2: Whether or not customer orientation is rewarded.

Instrument: CQuestions 32-41 of section 4 of the quesiionnaire as well as selected
que-ions from sections 2 and 3 of the questionnaire, utilising the 5 point Likert scale
wiih statements and responses ranging from ‘'strongly agree’ (a score of 1) to 'strongly

disagree’ (a score of 5),



Method of Analysis: Reversing the scores of all the negative statements to ensure they
had a positive connotation. Calculation of the median, mean and the range. Analysis
of variance to test the hypothesis that the three samples have the same means.
Sheffe's test of multiple palrwise comparison of means o establish which means are

not equal in order to detarmine which sample has the higher or lowsr miean value.

Research Objactive 3: To ascertain what banking treasury empioyaes are being

measurad and rewarded on.

Instrument: Questions 1-20 of section 2 of the questionnaire, ufilising the 5 point Likert
scale with statements and responses ranging from ‘strongly disagree’ (a score of 1) to

‘strongly agree' (a score of 5).

Method of Analysis: Reversing the scores of all the negative statements to ensure they
had a positive connotation. Calculate the medians for each question as well as

estabiishing the range, Calculale the means.,

Research Objective 4.1: To establish the level of customer oriantation within the
bank treasuries and compare that lsvel fo the measurement of customer

orlentztion factors in the performance management process (objective 1).

Instrument: Questions 21-31 of section 3 of the questionnaire as well as selected
questions from sections 2 and 4 cf the questionnaire, utllising the § point Likert scale

with statemenis and responses ranging from 'strongly disagree’ (a score of 1) to
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'strongly agree’ (a score of 5). The six factors comprising the customer orientation
component of the Narver and Sieter mariet orientation scale, utilising a 7 point Likert
scale with statements and resconses ranging from a score of 1, “the business does
not engage in the practice at alf*, to a score of 7, “the business unit engages In the

practice to a very great extent”.

Method of Anzlysis. Reversing the scores of all the negative statements to ensure they
had a positive connotation. Spearman rank onder correlation coefficient to measure the

strength of the relationship between the two variables.

Research Objective 4.2: To establish the level of customer orientation within the
bank treasuries and compare that level to the reward of customer orlentation

factors In the performance management process (objective 2).

Instrument: Questions 32-41 of section 4 of the questionnaire as well as selected
questions from sections 2 and 3 of the questionnaire, utilising the 5 point Likert scale
with statements and responses ranging from ‘strongly agree’ (a score of 1) to 'strongly
disagree’ (a score of 5). The six factors comprising the customer orientation componen:
of the Narver and Slater market orientation scale, wiilising a 7 point Likert scale with
statements and responses ranging from a score of 1, “the business does not engage
In the practice at all", 10 a score of 7, "the business unit engages in the practice to a

very great extent”.
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Method of Analysis: Reversing the scores of all the negative statements to ensure they
had a positive connotaifon. Spearman rank order correlation coefficient to measure the

strength of the relationship between the two variables.
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CHAPTER 4: RESULTS AND DISCUSSION OF RESULTS

4.1. RESPONSE RATE TO QUESTIONNAIRES:

A sample of 70 questionnair:s was received from hand delivering 210 to the three
banks in which this study was conducted. Of the 70 questionnaire. received, 24 were
from Bank A, 25 were recelved from Bank B and 21 were from Bank MB. {See Table

4.1 below). Bank A and Bank B are commercial banks. whilst Bank MB is a merchant

bank.
Number of Number of | Number M- <+ ar of %
Name of | Questionnaires | Responses | of Spoilt 1 Q « naires { Response
Bank Delivered: Quuestion s 5 Rate
naires {Unspoilt
questionn
aires)
Gommercial 70 24 7 17 30%
Bank A:
Commercial 70 25 3 22 55%
Bank B:
Merchant 70 21 10 11 & 10 16%
Bank M8:
210 70 16 50 & 49 26%
Total:

Table 4.1: Response Rate to Questionnaires,

There was a reasonable amount of difficulty in obtaining a reasonably representative
sampie size. Unfortunately there is not really a large enough choice of South African

financlal Institutions In which this study cow’s 2s unrsrteker:  Fany did not respond to
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messages left requesting access for research purpeses. The resulis of this study are
therefore not representative of banks throughout the world.

The major objectives of the cumrent research were fo ascertain whether customer
orieniation is a criteria of measurement in terms of the performance management
process within bank treasuries, whether or not customer orientation is supported in
the performance management process In terms of appraisal and reward, and to

ascertain what banking treasury employees are being measured on in general.

in order to achieve this, a triangulated research methodology was undertaken in order
to combine both the quantitative and qualitative methodologies of research in an
attempt to enhance the findings (Leedy, 1993). The initial phase of this friangulated
study was to conducti pilot interviews with a top Treasury manager from each bank, as
well as with an independent Treasury specialist. The questlonnaire was then partly
formuiated from these interviews, for confirmation by the psople answering the

questionnaires.

4.2. CODE OF QUESTIONNAIRES:

Within each bank, each respondent was allocated & number. The score / response of
each respondent within each bank, was listed for 2ach quesfion and then tabled, (see
Appendices 1 and 2 for measuring customer orientation and rewarding customer
orientation, respectively). For sections 2 to 5 of the questionnaire, the responses of
either 1, 2, 3, 4, or 5 on the Likert scale, for each individual, were totaled from
which a mean, median and a range was calculated. In the five point Likert scale, “4"

indicates “strongly disagree” and “5" indicates “strongly agree” (see Table 4.2).
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The mean, median and range wers then calculated to determine the findings of

objective 1, objective 2 and objective 3.

"

: 'S:M_eamng or: b-point kart_
Seale! i
Stmggly disagree

Disagree

Neither agree nor disagree
Agree

Strongly agree

Table 4.2: Descriptors of the 5-point Likert scale.

The same process with regard fo the numbering of respondents and gathering of
responses was ufilised for section 6 of the questionnaire. Section 6 of the
questionnaire comprised 21 questions pertaining to market orientation on a 1 to 7-point
Likert scale as per Marver and Slater specifications, with “1" indicating “the business
does not engage In the practice at all", and "7" indicating “the business unit engages In
the practice to a very great extent’. These were polar descriptors, with no descriptors

inbetween (see Table 4.3).

- Number: - - -Meaning on. T-pmnt Likert_
. fscale e
1 The buslress does not
engage in the practice at all.
7 The business unit engages
in the practice to a very
i great extent.

Table 4.3: Dascriptors of the 7-point Likert scale as defermined by Narver and
Slater (1990).
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A Spearman rank-order correlation coefficient was then calculated to establish the
strength of the relationships between the two sets of variables: firstly, for the
measurement of customer orientation factors against the leve! of customer crientation,
and secondly, whether or not customer orientation is rewarded against the customer

orlentation level (objectives 4.1 and 4.2).

4.3. SPEARMAN'S RANK-ORDER CORRELATION COEFFICIENT (R ):

Willemse (1994: 195 ~196) states that “this coefficient measures the strength of the
relationship between two veriables on the basis of their ranks instead of other values”.
It can be interpreted in a manner similar to a simple comrelation coefficient, but has the
advantage that it can be used In problems where items can be ranked even though
they cannot be measured on a numerical scale. A limitation Is that a great deal of
information gets lost, due to ranks and not original data being used, resulting in a less
reliable result (Witlemnse, 1994). The Spearman test had to be utillsed as the data
being measured was ordinal. The measure is based on a scale between -1 and +1. “if

there Is no relationship between x and y, f#en » = 0. The strength of the

correlation is not dependent on direction. Coofficients of 0.95 and -0.95 are equal in

strength” (Willemse, 1994: 188).
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4.3.1. Steps in calcuiating r';

e The x» and y variables are ranked hy arranging the data in order and numbering
them. The data was ranked from the lowest rank to the highest rank for both » and
y. If two values were the same, they were first assigned ranks (for example 2 and

3) and then the average of the ranks was determined (in the case of the example,
2.5). That average was then assigned to each appropriate value.

« The difference between ranks of the two variables for each set of salues (d/), was

then caiculated.

= These differences were squared (d?).

» These squared differences were summed : .d the foliowing formula applied to

compute ine rank-order correlation coefflcient.

s The coefficient was then interpreted.

Once Spearman’s rank-order correlation cogfficient had been caicu.ated, there was a
need to establish the significance of the variances. This was achlieved by utilising the
analysis of variance (ANOVA) technique. ANOVA was utilised to test the hypothesis

that the three samples had the same means (Willemse, 1994).
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4.4. PROCEDURE FOR ANOVA (Willomse, 1990):

Firstly, the null (H,) and altemnative hypothesis (H. ) were stated:

Hopa=pa=pme

Ha : One or more of the population means is not equal to the others.

The level of significance chosen, as a criterion for vejection of the Ho , wew 0.05.

The F-distribution was used to identify the acceptance and rejection region for Ho. The
F-distribution is a whole famiiy of positively skewed distribuiion, each identified by a
pair of degrees of freedom. The first number refers 1o the number of degrees of
freedom In the numerator of the F-ratio and the second to the degrees of freedom in
the denominator. The test is based on a comparison of two different ways to estimate

the overali population variance, namely:

¢ The betwe. Jroup varance (Vs ) which measures the differences between the

sample mean of each group () and the grand or overail mean (s ); and

¢ the within group variange (Vw ) which measures the variation of each value from the
mean of its own group &nd averages these differences over all the groups
(Willemse, 1904).

Af in the numerator = Number of samples -1
=k -1
df in the denominator = Total sampie size - k/
=¥ -k

The critical F-value was obtained from the F-table for the 0.05 level of significance.
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The value of the fest statistic was then computed by making use of the ANOVA
technique.
Vi

F-ratio = ~-
Vw

Due to the Ho of equal means having been rejected, a mu'tiple pai: ..« » comparison of
means was undertaken utilising Sheffe's test (Willemige, 1984). A muitiple pairwise
comparison of means enables one fo detemine which maans are nof equal in order to
decide which group has the higher or lower mean value. Sheffe’s comparison of
means test is one of the most conservative available, requlring only the ‘isc of the F-
tables. For the difference to be declared significant fhe absolute difierence between

fwo sample means must exceed the critica! difference \.w), (Wulemse, 1994).

45. THE STEPS IN SHEFFE'S MULTIPLE PAIRWISE COMPARISON OF MEANS

TEST (Willamse, 1980):

1. A mabrix was prepared showing the mean of each sample in ascending o:har of
magnitude as well as the absolute difference between pairs of means.

2. The F, value from the F-table was found usingdfiz=k-1and d=Zn -k

3. The critlcal difference was then found:
ch=+ (& 1) FoenZn-u) - VVw. 1+1
i ry’

where wiv and »y are the sizes of the two samples.
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4. Each absolute difference was then compared with the CD. ¥ the absoiute difference
exceeds CD, it can be concluded ihat the difference between the pairs of means is

significant (\"’iliemse, 1994).

4.6. MARKET ORIENTATION {NARVER AND SLATER, 1990):

As this study Is investigating the measurement and reward of customer orientation in
bank treasuries, it was necessary fo utilise a marketing scale which could be used to
measure the level of customer orientation. The Narver and Slater Market Orlentation
Scale (1990) measures the level of market orientaticn within an organisational culture.
Customer orientaiion Ii; one of the components of market orientaiion (see Table 4.4).
As a strategic philosophy, "a market orientation most effectively and efficiently creates
the necessary behaviours for the creation of superior value for buyers and, thus,

conitinuous superior performance for the business” (Narver and Slater 1980, p.21).

For the purposes of this sfudy, only the first six customer orientation factors (see Table
4.4), were ufilised to asceriain the level of nustomer orientaiion within the bank

treasuries.
Market orientation consisis of three behaviourali components, namely cusiomer

orientation, competitor orientation and interfunctional coordination , and two decision

criteria, namely long term focus and profitability.
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¢reate customer valus

understand customear needs. Customer

customer satisfaction objsctives. orientation.

measure customer safisfaction.

gfier-gales sarvice.

~Holo v b

. salespeople share competitor
information.

8. respond rapidly to competitor's
actions. Competitor Behaviourzi

9. top managers discuss orientation. ¢riteria
competitor's strategies.

10. target opportunities for
competitive advantage.

11. interfunctional customer calls.

12. information shared amongst
 functions.
13. :unctional integration in strategy. Interfunctionat

14. alf functions contribute to coordination.
customer value.

15. share resources with other
business units.

16. quartery profits are primary
objective. Long-term

17. require rapid payback. focus.

18. positive margin in iong-term. Decislon

19. profit performance measured critoria.
markei by market.

20. top managers emphasise Profit
market performance. emphasis.

21. all products must be profitable.

Table 4.4: The Market Orientation Scale (Narver and Slater, 1990},
Far the purposes of this study, customer orientation is the sufficient understanding of

ony's target buyers to be able o create superior value for them continuously. [t

requires the seller know the buyer’s entire value chain (Narver and Slater, 1990). The
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final Narver and Slater scale as developed by them, is compused of 15 behavioural
iteme scored on a 7-point Likert scale ranging from “the business does not engage in

Indices for the behavioural components are derived by summing the item scores within
components and dividing by the number »f items in the componeni. An overall market
orientation index is derived by averaging the items scores across all the items of the
three behavioural components. the practice at all” (1) o “the business unit engages in
the practice fo a very great extent” (7) (see Table 4.5). The last two components (viz. ,
long term focus and profitability} comprising 6 factors of the scale, which are decision
criteria, were excluded from analyses as they exhibited low levels of internal

consistency (Narver and Slater, 1990).

Only the customer orientation portion, comprising the first 6 factors, was utilised for

the findings of ihis study.
7 Number :Meamng on’ ?—pmnt Liksnt.
1 The business does not
engage In the practice at all.
7 The business unit engages
in the practice o a very
great extent.

Table 4.5: Descriptors of the 7-point Likert scale as detarmined by Narver and
Slater {1990).

As ™" and "7" were the only deseriptors given for the 7-point Narver and Slater scale,
one would have to apply ones own interpretation of the between descriptors, that is

numbers 2 to 6. In order to facilitate a qualitative understanding of the differences
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between research findings, as it is not by chance that the mean and median results are

different, it is logical to formulate descriptors which the reader could conceive in their

mind (see Table 4.6).

i B R enptor: oo e SR onmbfated by
The business does not engage in the | Narver and Slater
| prastice at all. {1990).
2 The businass does not engage in the Researchers
practice. interpretation.
3 The business has not considerad Researchers
engaging in this practice. interpretation.
4 The business is neutral with regard to this Researchers
practice. interpretation.
5 The business unit engages in the practice Rrsearchers
1o an extent. interpretation.
6 The business unit engages in the practice Researchers
to a great extent. interpretation.
7 The business unit engages in the practice ¢ Narver and Slater
to a very great extent. i (1980).

Table 4.6: Researchers interpretation of the between descriptors of the Narver
and Silater Scale (1990) in order to determine qualifutive differences.

4.7. Findings of objective 1: Whether or not customer orientation is inciuded as a
criteria of measurement In the performance management process within the

banking treasury environment.
In terms of objective one, whether or not customer orientation is inciuded as a criteria

of measurement in the perfomance management process within the banking treasury

environment, the methodology to establish the findings is as foliows:
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» all the questions which related fo the measurement of customer orientation from
sectinns 2. 3 and 4 of the questionnaire, were extracted and are as follows:
guestions 2, 3, 4a, 4b, 6, 7, 8a, 8b, 9, 218, 22a, 23a, 24a, 25a, 26a, 27a, 28,
and 29 {see Appendix 2).

e Thoss questions which in the questionnalre were worded negatively had their
scoring reversed in order that all scores computed had a positive connotation.

» The mean, median and range for each guestion across the sample within sach
bank was determined.

» [n order to establish whether the difference in results between each bank was
significant, the ANOVA fechnique was ufilised to test the nuli hypothesis that the
three samples have the same means. The null hypothesis was rejected.

» In order to establish which means are not equal, to determine which group has the
higher or lower mean value (Willemse, 1994), Sheffe's fest of multiple pairwise

comparison of means was used.

4.8. SUMMARY OF FINDINGS FOR OBJECTIVE 1: THE MEASUREMENT OF
CUSTOMER ORIENTATION FACTORS AS PART OF THE PERFORMANCE

MANAGEMENT PROCESS.

In terms of performance management, the responses at the pilot interviews at the two
commercial banks (Bank A and Bank B) indicated that customer orientation factors
were focused cn as part of the performance management process. In contrast, the
senior treasury manager interviewed at the merchant bank (Bank MB) indicated the
measurement of customer orientation factors, as part of the performance

management process, was an area needing improvement. However, imespective of
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thsir views on customer orientation, all three Treasury managers interviewed, stated
that the most important factor of performance management was the creation of profit
for the bank. This was borne out in the research with question 32, which reads: “When
doing deals for clients, it is my objective to make a profit for the bank”. For Bank A this
had a median score of 4 (agreement to the statement) and a range of 3 (indicating
medium levels of agreement from respondents), whilst both Bank B and for Bank MB
had a median score of 5 (indicating strong agresment to the statement) and a range of

2 (Indicating agreement amongst respondents).

The creation of profit for the bank appears to be measured on a continual basis,
whereas it appears, from the pilot inferviews conducted, that the measurement of
customer orientation faciors as part of the performance management process is
sporadic (at annual / blannual performance appraisal time) and is not given as much
emphasis on an ongoing basls. Effective perfformance management regulres that
performance requirements are agreed and then managed throughout the year
(Armstrong, 1994). Table 4.7 gives an indication of the findings of the research, in

teims of the median.

ST T Tntal median score | - R
thecﬁvef B -across 19 Average meclian ﬁqun;led_sﬁbr_e;anj_
SO questions - geore: - - | S-point Likert scale:

BankA 65 3.42 3.5

. BankB .. - 75 3.90 4

: BarikaB-:. A 86 3.47 3.5

Table 4.7: Median scores related to the measurement of customer orfentation in
the performance management process.
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The methodology used to caiculate the data shown in Table 4.7 (median scores
related to the measurement of customer orientation in the performesice management

process) is as follows:

+ The data for each of the 19 questions was arranged in ascending order (Willemse,
1994).

« The posifion of the median was determined by utilising the following formula
(Willemse, 1994);

n+

Median positicn = ~—w-e—
2

s In each bank the median for sach guestion was added fogether fo obtain a total
median score across the 19 questions.

» The total median score was divided by 18 (there are 19 questions pertaining to the
measurement of customer orientation) to obtain an average median score.

e« The average median score was then rounded up or down to oblain a number from
which a qualitative comparison to the 5-point Likert scale could be made.

¢ The range was then determined. The range is the difference betwean the highest
and lowest values in a set of data and is used to measure the difference across the
entire set of data (Willemse, 1994). In this research the range was used to
determine the leval of agreement of the respondents. If the range was large (in this
study 4 or 5) the researcher could determine that the range of views was wide. if

the range was small {in this study 1 or 2) the researcher could determine that the
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respondents sharcu similar or the same view. A range of 3 could be determined as
medium.

o Finatly, the arithr ztic mean was also determined as 2 measure of centrat tendency
(Willemse, 1994). To cvercome the fact that the mean can be affected by extreme
valuss, the median (as discussed above) was also calculated as the median is not
affected by exireme valuss. As the dafa was ungrouped, the following formula was

used to determine the arithmefic mean (Willemse, 1994):

The meanings of the 5-point Likert scale are as foilows {see Tabie 4.8}

R "?Maamng an 5~po|nt Likert
| Seale; e

Sirongly dlsagree

Disagree

Neither agree nur disagree

Agree

Sirongly agree

1
2
3
4
5

Table 4.8: Descriptors of the §-point Likert scale.

4.8.1, FINDINGS OF THE MEDIAN:

The fin. ngs of the median wouid indicate that Bank B had the highest results in terms

of measuring customer orientation, Bank MB was second, with Bank A teking up the

rear (see Table 4.9). Ammstrong (1994) staies that performance management
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pro.esses are there to support the achievement of the strategies by ensuring action
plans are prepared which will allow the strategy to bx implemented. The findings of the
median scores would generally indicate that the respondents in both Bank A and Bank
MB are somewhere between ‘neither agreeing nor disagreeing’ and 'agreeing’ that
customer orientation factors are measured as part of the performance management
process. (For qualitative analysis reasons, and because both the banks resufts are
below 3.5, they have been categorised as a 3 in the discussion). In contrast,
respondenis from Bank B agree that customer orientation principles are measured as

pait of the customer orlentation process.

T Tomlcimadien | Averags median
L et questionsto 3 o quesBionsy o e ool
Bank A 65 342 3.5
Bank B 75 3.90 4
Bank MB 66 3.47 3.5

Table 4.9: Madian scores rofated to the measurement of cusfomer orientation
factors in the perfortnance management process.

The findings of the median scores for Bank A tended to be disparate with the findings
of the pilot interview conducted. A comparison of, and reasons for the disparity wiil
be discussed under the findings of Bank A. For Bank B, ihe findings of the pilot
intenview tend to be consistent with the findings of the research. At Bank MB, the
senior treasury manager interviewed indicated that the performance management of
customer orientation factors needed improvement. This was confirmed by the findings

of the research.

63



A general finding across all three banks with regards to median scores for question 9,
“In my performance management process, | am assesserd on my ability to maximise
investmenis for clienis, Bank A and Bank B had a medlan score of 3 {which indicates
thet the respondents neither agree nor disagree with the statement) and Bank MB had
a median score of 2 {indicating disagreement from the respondents with regard to the
statement). For customer orientatipn to be adopted as a competitive strategy, this
view wili have to change. The findings of guestion 9, in terms of customer orlentation.
are given further significance when considers the findings of question 10 which reads:
“in my performance management process, ! am assessed on my ability to maximise
investments for the bank”. in all three banks this had a median score of 4, Indicaiing

agreement to the statement by the respondents.

{More details pertaining to each individual bank will be discussed under the findings for

each bank. See also Appendix 2 tor the median scores for each question).

In the performance management process (Armstrong, 1994), planning, programming,
budgeting, feedback and rewarding make up the vital nervous system that direct and
transmit signals to employees throughout the organisation and sfimulate its movements
towards its chosen objectives. If customer orientation is to become a matter of
strategic imporiance, the creation of profit for the bank will need to be balanced with a
greater emphasis on customer orientation factors. This would not be an easy precess -
requiring a culture change which could be faclitated by the inclusion of customer
orientation factors in the performance management process. In ferms of long term

profitability, the inclusion of customer orientation factors in the performance
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management process should be considered due to the advent or retum of many foreign
banks to South Africa. The implication of this i, the same size pie needs tu be
divided between more players. To ensure they retain their existing clients, bank
treasuries will have to evolve a sirategy fo fa.ii~~ this. An holistic performance
management process, incorporafing the 6 customer orientation factors could be sucy 2

tool.

4.8.2. FINDINGS OF THE RANGE:

In order to facilitate a gualitative understanding of the differences between the rangs

scores, the researcher fomulated descriptors which the reader couid relate in their

mind (see Table 4.10).

_Rangescore: | - - Descriptor: :
1. Strong___greemant amongst respondents
2. _Agreement amongst respondents.
3. Medium levels of agreement amongst
raspondents.
4. Disagreement amongst respondents.
5 Strong disagreement amengst respondents

Table 4.10: Qualitative range descriptors developed by the researcher.

When one considers the response range from the three banks (see Table 4.11), after
-.+tablishing an average range score for each bank and then rounding the range score
elther up or down, the range of 3 is common to ail three banks. This would indicate

medium agree:~znt from the respendents In terms of the results obtained. Te range
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for each question in each bank can be found in Appendix 2. More discussion on the

range resuits will be given under the firidings of each bank.

Bank: | scorssacross 19.f - @cross19 o - Roundsdrange:
Jel el S guesticRs:s - o d 0 o quastions: o o
Bank A £8 3 3
Bank B 50 2.8 3
Bank MB 50 2.5 3

Table 4.11: Range scores.

The methodology of calculation to determine the range scores shown in Table 4.9 is as

follows:

s The range for each of the nineteeri questions periaining to the measurement of
custcmer orientation as part of the performance management process was
determined for each.

+ The ranges across the nineteen questions were summed for each bank,

= The total range was divided by 19 {o obtain an average range for each bank.

+« The average range was rounded up or down in order that a qualitative comparison

between the banks could be made.

4.8.3. FINDINGS RELATED TO THE ARITHMETIC MEAN:

The findings of the mean indicate slight differences to the median results when one
relates them back to the 5-point Likert scale. This difference could be as a result of

extreme vaiues that are not representative of the set as a whole. The median is a
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better measure of central ** dency and is not as stongly affected by extreme values
as is the mean (Willemse, 1994). The findings of the median are therefore more
persuasive. When one compares the findings of the mean (see Table 4.12) to those
of the median (refer back to Table 4.8) after rounding up or down, Bank A and Bank B
have the same resuit for each with scores of 3 and 4 respectively, whilst Bank MB has

a score of 3 for the median and a score .. 4 for the mean.

S T Mean | Tk e

o Bank: 0 mespondent | Mean score per | Rounded mean.

e et tetal seore: L question: i seoren.
Bank A 84 3.4 3
Bank B 72 3.8 4
Bank MB 67.5 3.6 4

Table 4.12: Mean results.

The methodology used {o determine the figures for Table 4.12 is as follows:

s A total score for each respondent, in each bank, was determined by summing their
responsg to each question pertaining to the measuiement of custome: orientation
as part of the performance managemant process.

« These respondent fotals were then surmmed to ¢btain a grand total for each bank.

» The grand tota! for each bank was then divided by the sample size {w ) for each

hank to obtain 2 mean totai score .

. 5 mean score for each bank was then divided by 19 {as there are nineteen
wiestions pertaining to the measurement of customer crientation as part of the
performance management process) tn obiain a mean score per question across the

sampie.
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» The mean question score was then rounded up or down in order that a qualitative

comparison to the 5-point Lik - scale could be made.

4.9. FINDINGS B: AK A FOR OBJECTIVE 1: THE MEASUREMENT OF CUSTOMER
ORIENTATION FACTORS AS PART OF THE PERFORMANCE MANAGEMENT
PROCESS.

4.9.1. Median and range results in Bank A (see Appendix 2):

When one looks at the median, there were a total of nine uestions which had a
medlan of 4 which wouid indicate agreement with the gquestion when compared with the
descriptors of the 5-point Likert scale (see Table 4.14), there were nine questions «ith

a medlan of 3 and one question with a median of 2.

1 Scale
Strongly disagree
Disagree

Neither agree nor disagree
Agree

Strongly agree

= Number: - - | Meaning on- 5-peint- Likert

wmlalwin|s}

Table 4.14: Descripfors of the 5-point Likert scole.

When iooking at the range results to establish conformance amongst respondents,
four nuestions had a range of 4 (see Table 4.15 for descriptors) indlcating a wide range
of responses and therefore lack of agreement amongst respondents, twelve questions

had a range of 3, and two questions had a range of 2 indicating agresment.
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" Range score. | . " Descriptor, Trn
1. Strong agreement amongst respondents
2. Agreement amongst respondents.
3. Medium levels of agreement amongst
respondents.
4. Disagreement amongst respondents.
5 Strong disagreement amongst respondents

Table 4.15: Qualitative ra—me descriptors developed by the researcher.

Comment needs to be made on the following questions and their median and range

results:

At Bank A, the senior freasury manager interviewed indicated that individuals were
appralsed on some, if not all, customer orientation factors. The findings of the median
scores for Bank A tend differ slightly with the findings of the pilot interview conducted.
The research indicates that respondents were neutral in that they neither agresed nor
disagreed that customer orientation factors are measured as part of the performance
management progess (see Table 4.16). The senior ireasury managsr interviewed
stated that customer orientation factors were considered and measuraed as part of the
perfortnance management process. Customer orientation may not be fully In practice
as an organisational objective at Bank A. Management therefore need fo make it clear
what their organisational objectives are {Armstrong, 1994). At Bank A it would seem
there is a need for greater communication of goals and objectives of the organisation.
These goals and objec. :s nmwust be translated from top management down.
Management may espouse a culture of customer orientation but this needs fo ne

vigorously communicated. To truly embrace a customer orientation, afl the factors
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pertaining to customer orientation would need to be given emphasis on an ongoing
basis throughout the year. This would most probably require a culiure change.
Amstrong (1994) states that in order to move in a specific direction and In order to
Integrate objectives, peiformance management as a process can be used as a lever

for change.

Table 4,16: Median scores related fo the measurement of customer orientafion in
the periormance manageiment process at Bank A.

Respondents indicated that they were measured on thelr ability to retain clients, good
customer relations with external clients and good interpersonal skills with intemal and
extemal clients. All three questions had 2 median of 4 and a range of 3. These are ali

positive customer orientation attributes.

During the pilot interview, it was indicated that profli is regarded as the most
important fantor of measurement throughout the year.  This is supported in the
research findings of question 1,

“| am assessed on the profit [ make for the bank’,

which had a median score of 4 and a range of 4, as well as question 20,
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“l am measured on my ability to maximise investments for the bank”.

Questions 27a and 28 had the highest median scores and narrowest ranges in Bank
A, both with a median of 4 (indicating agreement to the staiement) and a range of 2
(indicating agreement amongst respondents). Question 27a, which was negatively

phrasad (scoring reversed to reflect a posliive connotation),

“My manager would ignore the fact that | lost a long standing and valuable client due

to an ervor on my part’ (see Appendix 1),

can be linked fo question 28,

“‘My manager would be aware of the fact ! lost a long standing and valuable client'.

This result would indicate an awareness of the customer and the need to take care of
them, but one is not able to determine if this is as a result of consideration for the

needs of the client, or as a result of ioss of profit creation potential.

Question 29a, "Clients provide input to the evaluation of my perfermance”; had the
lowest score with a median of 2 and a range of 3. A principle of customer orientation is
that the customer does provide input info the evaluation of the employee. This result
was the same for all three banks. The current trend to utilise 360 degree
assessments, has the advantage of obtaining different perspectives in performance

and can add value (Armstrong, 1994).
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4.10. FINDINGS BANK B FOR OBJECTIVE 1:

The pilot interview suggested that individuals were appraised on some, If not all,
cusiomer orientation factors. The results of the median and the mean would confirm

this (see Table 4.17).

Tutal madian swre 2 B

e 5-pmnt Likart scale

- quesions: |

5 4
Table 4.17: Median scores 7 % measurement of customer orientation in
the performance manageme-~ . kR
4.10.!. Madian and range result: 5 {a. .~  Appendix 2):

When one looks at the median, there are three questions which have a mzdian of 5
indicating strong agreement when compared with the descriptors of the 5-point Likert
scale (see Table 4.18), there are thirteen guestions with a medlan of 4, fwo questions

with a median of 3 and one question with a median of 2.

- Number: :-Maanmg on 5—poim Lke:t
Simngly dzsagree
Disagree

Neither agree nor disagree
Agree

Strongly agree

L] ENTET ST o

Tabie 4.18: Descriptors of the §-point Likert scale.,
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When locking at the range results to establish levels of agreernent amongst
respondents, three questions had a range of 1, indicating strong agreement amongst
respondents (see Table 4.19), five questions had a range of 2 (indicating agreement
amongst respondents), seven questions had a range of 3 (medium levels of
agreement), and four questions had a range of 4 (indicating disagreement amongst

respondents).

The findings of the median and the range at Bank B indicate that good customer
relations with external clients and the abilitv *~ retain good customer relations, has
strong agreement from respondents that it is mcluded as a criteria of measurement in
the performance management process. This is supporied by questions 2 and 2ba

respectively, both of which had a median of § and a range of 1.

The score on question 7 which bodes well for customer orientation at Bank B, Is

question 7 which reads:

*in my performance management process, | am not assessed on my ability to know my
extemal clients needs and advise them on financial products which would suit their

needs”,

As this question was negatively phrased, ifs scoring was reversed to imply a posliive
connotation. The median score for this question for Bank B was 5 (indicating strong
agreement to the statement) with a range of 2 (indicating agreement from the

respondents) but appears anomalous when compared with the findings of the other
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two banks, Bank A and Bank MB, who both had a median score of 3 and a range of

3 and 4 respectively.

Ability to advise clients of new financial products (question 6), aiso scored higher at
Bank B (a median of 4 and a range of 2} than at Bank A (& median of 3 and a range of
4} and Bank MB {a median of 3 and a range of 2). According to the respondents at
Bank B, emphasis Is also placed on good Interpersonal skilis with external clients, as

highlighted in question 4b, for which the median has a score of 4 with a range of 1.

T Ferge e | Destipior —
1. Strong_greement amongst raspondants
2. Agrsement amongst respondents.
3. Medium levals of agreement amongst
respendents.
4. Disagreement amongst respondents.
5. Strong disagreement amongst respondents

Table 4.19: Qualitative range descriptors developed by the researcher.

Bank B also seems {o place emphasis on the ability to develop, supply or create
financial products for clients based an their specific needs. This is bome out in the
responses to questions 6 and 273, the respenses to which both have a median of 4

and a range of 2.

It would appear that Bank B has initiated the process of implementing customer
oriertation as a strategy within their organisation, supported by measurement of those
factors in their perforrnance management process. An organisation creates value for

customers by understanding what their cusiomers want now, as well as what they may
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want in the future (Narver and Siater, 19980). Spegciflcally, customer orientation is the
sufficient understanding of one’s target buyers to be able to create supericr value for
them continucusly. An organisation needs to understand its customers entire value
chaln, not only as it is today but also as it wilt evolve over time subject to internal and

market dynamics (Day and Wensley, 1988).

As with Bank A, the lowest median and range score for Bank B was for question 29a
which states the need for input from the customer when it comes to evaluation ¢f the

employee. The scores are identical with a median of 2 and a range of 3.

4.11. FINDINGS MERCHANT BANK MB FOR OBJECTIVE 1:

The sample from which data could be cbtained for this bank was reduced, as there
were quite a few spoilt questionnaires. The sample size for this bank for cbjective one

is 10, whilst for objective two, itis 11.

The pilot interview suggested that individuals are appraised on some, if not all,
cusiomer orientation factors, with the senior freasury manager stating there was
definitely need for improvement in this area. The results of the mean and the median

would confirm this (see Table 4.20).

- - Objectivet: | -across18 . i Average median | Roundedscoreon -
P - guestions; . { - -scover - { B-point Likert scale!
Bank MB €6 3.47 3 '

Table 4.20: Medlan scores related to the measurement of customer orientation in
the performance management process at Bank MB.
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4.11.1. Median and range resulfs In Bank MB (see Appendix 2):

When one looks at the median, there was one question which had a median of 5,
which when compared to the £-point Likert scale (see Table 4.21) indicates sirong
agreement, fen questions which had a median of 4, five questions which had a
median of 3 (which indicates the respondents neither agree nor disagree with the

statements) and three questions which had a median of 2,

‘Gesler _
Strongly disagree
Disagree
Neither agree nor disagree
Agree
Strongly agree

U TN [FYINYEN 5 &

Table 4.21: Descriptors of the 5-point Likert scale.

When looking at the range results to establish agreement amengst respondents (see
Table 4.22 for descriptors of range scores), three guestions had a range of 4
{(indicating disagreement amongst respondents), eight questions had a range of 3

and eignt questions had a range of 2.
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. Rangescore: | G - - Descriptor RHARN
1. Strong_g_reemant amongst respondents
2. Agreement amongst respondents.
3. Medium levels of agreement amongst
respondents.
4. Disagresment amongst respondents.
5. Strong disagreement amongst respondents

Table 4.22: Qualitative range descriptors developed by the researcher.

The research indicates that Bank MB place emphasis on good customer relations with
extemal clients as indicated in the findings of question 2 for which the median score is

5 and with a range of 2.

Good interpersonal skills with both Iniemal and extemnal clients are important, as is the
abllity to market and create new products. All three of these questions (4a, 4b and 5
respectively) had a median of 4 and a range of 2. All of these fantors are key
components of customer orientation and are measured in the Narver and Slater Market
Orentation Scale (1990). An organisation needs io coordinate the utllisation of
resources [n order to create value for the customer (Porter, 19885). Good

communication, both intemally and extemnally would facilitate this.

The statements with which the respondents at Bank MB disagreed with, were question
8a, the need fo educate clients on investing (with a median of 2 and a range of 4),
question 9, the need fo maximise investments for clients (with @ median of 2 and a
range of 3) and as with Bank A and Bank B, question 29a, the client providing input

to the evaluation of the employee (a median of 2 and a range of 3).
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As the 1995 Furomoney survey of customers indi~ated, as far as corporate freasurers
are concemed, the quality of relationships has overtaken price as the most important
factor for deternining choice of bank. This is most probably as a result of several
scares, such as the Barings Bank disaster, as well as banks entering into financial
deals on behalf of the client without the corporate treasuser having a full understanding
of the risk invoived, resulting in & substantial financial loss to the client. The pilot
interview conducted with the external treasury consuitant, who has had experfence in
hoth bank treasuries and corporate treasurles, indicated that dealers in bank treasuries
very often do not lock into the needs of the customer due to pressure and time
constraints within the dealing room. This is however, not acceptable to the comporate
treasurer who does not want {o be pressured by time elements and who s a result of
time pressure from the bank dealer, may enter into a deal without a full ung. - ‘anding
of the risk involved. Bank treasuries need to lock into the needs of the customer and
provide them with products which suit their needs. Customer crlentation forms part of
market orientation in which profitability / the creation of economic wealth is an
overriding objective. Performance management in its turn, is a vehicle by which

straiegic intent can be achisved (Armstrong. 1994).

412. FINDINGS OF THE ANOVA TECHNIQUE: TO ESTABLISH THE
SIGNIFICANCE OF THE DIFFERENCES BETWEEN THE THREE BANKS IN TERMS
OF THE MEASUREMENT OF CUSTOMER ORIENTATION AS PART OF THE
PERFORMANCE MANAGEMENT PROCESS.

in order to establish the significance of the differences between the samples at Bank A,
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Bank B and Bank MB, the ANOVA technique was used to fest thie Ho that the three

samples had the same means, thatis

Ho:pa=pes=pm

Table 4.23 contains the data used io establish the acceptance or rejection of the

hypothesis.
- Objectve 1 CoBank B o F ¢ Ban 1l 3banks .
Tbtal score. from
‘quesﬂqnnatre 1088 1584 675 3347
17 22 10 49
54 72 67.5 £8.31
58.38 56.76 117.39 -

Table 4.23: Data used in ANOVA test for abjective 1.

4.12.1. Steps in ANOVA: Objective 1 (Willemse, 1994, p174).

1. The null (Ho ) and alternative (Ha) were stated.
Ho'Ua=pp= lus
H,: One or rore of the population means Is not equal to the others.
2. The ievel of significance (0.05) was selected as a criterion for rejection of the Hy .
3. The F-distribution to identify the acceptance and rejection region for Ho, was used.

The F-disfribution is Identified by a pair of degrees of freedom. The first number
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refers to the number of degrees of freedom in the numerator, whilst the second
number refers to the degrees of freedom in the denominator.
Af in the numerator = Number of samples - 1
= k-1
=2
df in the denominator = Total sample size - &
=¥ -k
= 46
This test, or ratio, Is based on a comparison of two different ways to estimate the
overalt population variance, namely:
+ The between group variance (Vs} which measures the differences between the
sample mean of each group (X) and the grand or overall mean X
» The within group variance (V) which measures the variation of each value from the

mean of its own group and averages these difierences over all the groups.

The critical F-value is obtained from the F-table {Willemse, 1994, p308). The columns
represent the number of degrees of freedom for the numerator and the rows represent
the number of degrees of freedom for the denominator. The table sets the upper limit

of the acceptance region. The F-valuz = 3.19

4. The value of the test statistic war then computed by making use of the ANOVA

technique.
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Ve
F-ratio = ~——-
Vw
Vith
Ve = estimate of population variance based on variance between sample means, and
Vw = gstimate of population varlance based on variance within samples.
i) The table of observations was set up.
ii) A mean for each sar sle was completed.
iii) A “uial' mean was calculated.
iv) The variance (s*) was calculated by squaring the standard deviation (s} for each
sample.

v} Ve was dete'mined, where

vi) Viy was determined, where

Thu *-ratio was determined as being 4.5.
As 4.5 ) 3.19 the Ho Is rejected. It is likely that a difference does exist between orne

or more of the population means,
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4.13. SHEFFE'S TEST OF MULTIPLE PAIRWSE COMPARISON OF MEANS
(WILLEMSE 1994, P177).

Sheffe's test of multiple pairwise comparison of means (Willemse, 1994) was then
conducied to establish which mean or means were not equal in order to decide which
bank has the higher or lower mean value for objective 1, the level to which custoier

orientation is measured as part of the performance management process.

1. A mairix was prepared showing the mean of eaci: sampie in ascending order of
magnitude as well as the absolute difference betwaen pairs of means.

2. The F, value from the F-table was found using dfi= » -fand di= T - k

3. The crifical difference was then found:

o

CD =V (K 1) Furt: Zn-1) - \Ww.l'j,-r 1]
W

wherz né and ny are the sizes of the two samples.

tach absolute difference was then compared with the CD. If the absolute difference

exceeds CD, it can be concluded that the difference Is significant.
The findings indicate that for Ho : pa = pwe, the absolute difference (3.5) { critical

difference (8.4). Willemse stated that “if the absolute difference exceeds the crifical

difference (CD), we can conclude that the difference between that pair of means is
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significant” (1994, p177). The difference between the findings of paand puws for
objective 1, the lgvel to which customer orientation is measured as part of the
performance management process in Bank A and Bank MB, is not significant and Ho

is therefore accepted.

Likewise, the findingsforHo : pe = pwme, with an absoluie difference of 4.5 { critical
difference of 8.01, Iindicate that there is not a significant difference for obiective 1,
the level to which customer orientation Is measured as part of the performance

management process in Bank B and Bank MB, and Hq is accepted.

For Mo :pa = pns however, since the absolute difference of 8 ) the critical
difference of 6.79, there is a significant difference between the measurement of
customer orientation as part of the petformance management process in Bank A and

Bank B and Hc.is rejected.

4.14. FINDINGS OF OBJECTIVE 2: WHETHER OR NOT CUSTOMER
ORIENTATION [S REWARDED AS PART OF THE PERFORMANCE
MANAGEMENT PROCESS.

In termis of objective two, whether or not customer orientation is rewarded as part of
the bonus in the performance management process within thié banking treasury

anvironment, the following methodology was used to obtain the resuits:

» ail the questions which related to the reward of customer orlentation from seciions 2,

3 and 4 of the questionnaire, were exiracted and are as follows: questions
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11,12,13,14,15,16,17,18,19,20,21b, 22b, 23b, 24b, 25b, 26b, 27b, 29b, 30b, and

31b (see Appendix 3).

+ As with objective 1, those questions which in the questionnaire were worded
negatively had thelr scoring reversed in order that alt scores computed had a

positive connotation

« The mean, median and range were determined for each question for the sample

within each bank.

* in order to establish whether the difference In results was significant, the ANOVA
technique was utilised to test the null hypothesis that the three samples have the

same means. The null hypothesis was accepted.

4.14.1. SUMMARY OF FINDINGS FOR OBJECTIVE 2: WHETHER OR NOT
CUSTOMER ORIENTATION IS REWARDED AS PART OF THE PERFORMANCE
MANAGEMENT PROCESS.

With reference to the pilot interviews conducted at ail trree banks. it became apparent
that in terms of bonuses pald out, the degree of reward which comes from qualitative
elements is very low, which could potentialy mean thai employees do not pay
attention to the gualitative aspects of performance management as they are not
rewarded on these factors. The senior freasury managers inferviewed indicated that

the bonus calculation is not formula driven - figures are not slotted into a formula and
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a percentage of profit created paid out - it Is very subjective in terms of both
quantitative and qualitative factors (which for the purposes of this study constitute
customer orientation factors). The buik of the bonus is based on profit created either
individually or as a team effort within a frading area / desk. The findings of the
research indicate that respondents at both Bank A and Bank MB neither agree nor
disagree that customer orientation factors are rewarded as part of the performance
management process, whilst at Bank B, the research Indicates that respondents are

rewarded for customer orientation practices (see Table 4.24).

T T Totel i median | Average median |
Bank:- | scoresacross20- ) acoss20 | Rounded median:

Bank A 64 3.20 3

Bank B 75 3.75 4

Bank MB 865 3.256 3

Table 4.24: Median scores.

The method of calculation fer the figures in Table 4.23 Is the same as for the
caleulation of the figures of o "ctive 1, shown In Table 4.9, and will therefore not be

repeated.

Research at all three banks pertaining o question 29b, indicated that customers input
into the evaiuation of the respondents performance (which the findings of objective 1
indicated was not requested by the banks) is not copsidered when calculating the
bonus. All thiee banks had a madian of 2, indicating disagreement with the
statement, and a range of 3, indicating a medium level of agreement amongst

respondents (see Tables 4.25 and 4.26 for the respeclive descriptors).
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Strog;!Iy disagree

1

2 Disagree

3 Neither agree nor disagree |
4 Agrae

5 Strongly agree

Table 4.25: Descripfors of the 5-point Likert scale.

Strong__greement amongst respondents
Agreament amongst respondents.
Medium levels of agreement amongst respondents.
Disagreement amongst respondents.

Strong disagresment amongst respondents

QURIWIN| -

Table 4,.26: Qualitative range descriptors developed by the researcher.

From a customer crientation perspecfive, the scores on quastion 30b are a cause of
concermn. Responses indicate that should deaters lose money for a client, they neither
agreed nor disagreed that it would be reflected in their bonus. This was the case in all
three banks. Should they iose money for the bank however, (question 31b) this would
be reflected In their bonus (all banks had a median score of 4). it shouid be noted that
both question 30b and question 31b were phrased negaflvely and had their scoring

reversed to reflect a positive connotation.

Amabile, Baker, Appelbaum, Beer, Kozlowski, Lebbey, M°Adams, Stewart &

Wolters (1993, p45) stated: "impiementing a poorly designed or ill-suited incentive
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plan can do more harm than good because employees will inevitably receive mixed,
even coriflicting, messages from the organisation about its values and priorities,
jeading to confusion and frustration”. To fully embrace a customer orientation strategy,
what individuals are rewarded for, would need to be closely looked at to preveitt
incorrect signals being sent out to employees as to what the important criteria of

measurement and reward are {Armstrong, 1994).

In terms of the range scores, respondents from all three banks appeared fo display
medium levels of agreement, or perhaps in this instance, uncertainty, when
considering the reward of customer orientation (see Table 4.27). This is suppartive of
the findings of the pilot interviews which indicated the subjective nature of reward as
part of the performance management process. In fterms of both performance
management principles and in order to fulfill customer orientation requirements,
individuais should be measured and rewarded on key performance objectives as

determined in the strategy of an organisation (Armstrong, 1894).

RN I f'='qu9$‘ti0ﬁ$?f S oE -*-’--guestidns: [RE R
Bank A 64 3.20 3
Bank B 75 3.756 4
Bank MB 65 3.25 3

Table 4.27: Range scores.

4.44.2. FINDINGS BANK A FOR OBJECTIVE 2: WHETHER OR NOT CUSTOMER
ORIENTATION IS REWARDED AS PART OF THE PERFORMANCE MANAGEMENT

PROCESS.
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Bank A 4| ) I

Tabie 4.28: Median scores.

The overail findings In Bank A would indicate the respondents neither agree nor
disagree that customer orientation factors are rewarded as part of the performance
management process (see Table 4.28). The findings of the pilot interview suppori the r
where it was stated that the aliocation of bonus / reward Is very sublactive in terms of
qualitative aspects and in terms of profi¢ creation, not driven by a formula into which
figures can be siotted. Top management can help promote a customer orientation by
changing reward systems from being completely finance based [which in the case of
bank freasuries, is based ..., profit creation], to being at least parlly customer based
(Spiro, 1994).

In Bank A, the research indicates that respondents are rewarded on the profit they
make for the bank (question 11), their abllity to retaln good customer relations
(question 25b} and their ability to maximise investments for the bank {question 20). 1t
is Interesting to note however, that respondents indicated that they neither agreed nor
disagreed with guestion 20, that they are rewarded for maximising investments for the

client.
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in terms of the range, respondents in this sample seemed to have medium agreement,
having a range of 3 across the median scores (see Tabie 4.29). Comments made

under general would similarly apply to Bank A,

Bank A

Table 4.29: Range scores.

For a breakdown of the median and range scores question by question, refer to

Appendix 3.

4.14.3. FINDINGS BANK B FOR OBJECTIVE 2: WHETHER OR NOT CUSTOMER

ORIENTATION 'S REWARDED AS PART OF THE PERFORMANCE MANAGEMENT

PROCESS.
S Bank: | scoresacross20 | across20 - | Rounded median: -
Bank B 75 3.76 4

Table 4.30: Median scores.

The overall findings for Bank B would indicate that respondents agree that customer

orientation factors are rewarded as part of the performance management process (see
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Table 4.30). Of the twenty questions pertaining to the reward of customer orientation,
sixteen had median scores of 4. ‘ndicating agreement, three had a median of 3 and
one had a median of 2. In terms of levels of agreement by respondents, as
determined by the range, three questions had a range of 2 (indicating agreement),
eleven questions had a median of 3, (indicating medium levels of agreement) and four
questions had a median of 4 (indicating disagreement). Across the sample however,
the mean range was 3.15 implying medium levels of agreement from the respondents

(see Table 4.29).

When on considers the questions with the highest score and the narrowest range, iis
interesting to ﬁote that developing good customer relations with external clients, the '
ability to retain clients and the abiiity to market and create new business were
regarded as most imporiant by the respondents in terms of reward. Alf three of these
questions {question 12, 13 and 15 respectively) had a median of 4 and a range of 2.
By comparison, question 11 linked to reward for profit creation for the bank, came

lower down on the list with a median of 4 and a range of 4.
As discussed in the general findings, respondents from Bank B indicated that clients to
not provide Input to their eveluation and reward (question 29b). This response had a

median of 2 and a range of 3.

For a breakdown of the median and range scores question by question, refer to

Appendix 3.
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4.14.4. FINDINGS BANK ME FOR OBJECTIVE 2: WHETHER OR NOT CUSTO"IER
ORIENTATION FACTORS ARE REWARDED AS PART OF THE PERFORMANCE
MANAGEMENT PROCESS.

| Totat.of madian. -
o5 PGS '-26__..
S gg_estions

Average medlan e B DO

LankMB R | = iR o 3

Tahle 4.31: Medlan scores.

The research indicates that at Bank MB elght questions had a median of 4, nine had a
median of 3 and three questions had a median of 2. As with Bank A and Bank B, the
rounded mean median score for Bank Mus 1 3 {indicaiing medium levels of agreement,
or perhaps uncertainty) as fo the key performance areas of respondents which are
rewarded. The respondents at Bank MB indicate that profit creation is the most
impaortant criteria for reward (question 11). The resulis indicate a median of 4
(agreement {0 the statement) and a range of 1 (indicating strong agreement).
Respondents at Bank MB neither agree rior disagree thai: knowledge of external
clients needs and abilify to advise them on products io suit their needs {guestion 17)
and advising clients of new financial products {question 16). are areas for which they

are rewarded. Both questions had a median of 3 and a ranye of 3.

o T Tatal of range Avemgerange S
Bank: - - -i- ‘scoresacross20. | - across 20 . Rounded range:
I - guestions: questions: R -
Bank MB 65 3.25 3

Table 4.32: Range scores.
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Referring to Table 4.32, at Bank MB ihere were 18 questions with a range of 3, and
one each with a range of 4 and 1. As discussed eariier, it appears that respondents at
Bank MB, as well as at Bank A, have an understanding of what they are rewarded for
- the creation of profit for their respective banks, but they are uncertain of other factors
(suchi as customer orientation factors) on which they are rewarded. As Amabile ef al.,
(1993) sald, for pay to mean anything, £ must be finked to performance. For this
reason, customer orientation as a performence measurement iinked to reward,
should be a component of an Economic Value Added (EVA) scheme (which goes
beyond the fimitations of this study) ths ultimate aim of which is to create shareholder
value by the improvement of profitabllity, the growth of profitability and the withdrawat
of resources from uneconomic activities.  Reward systems could take into account
the contribution of Individuals to the iong term profitability and interests of the kank,
promoted by ciient retention and by good customer relationships. Immediate and quick
profit may suit the bank {reasury in the short term, but may not be beneficlal in the iong
term in terms of client retention goals. By paying for irtappropriate performance, there
is a danger of promoting self interest instead of organisational commitment (Amabile et
al, 1993). Reward can potentially subvert systems as people do what is rewarded
(Kohn, 1993). Plans that provide incentives for the wrong behaviour will produce the
wrong results. [t is therefore very important to reward and promote that which serves
the long term interests of an organisation. Managers must learmn how to hamess and
use the power of incentives to drive individual motivation and organisation

effectiveness (Amabile efal., 1993).

92



415. THE ANOVA TECHNIQUE (WILLEMSE, 1994): TO ESTABLISH THE
SIGNIFICANCE OF THE DIFFERENCES BETWEEN THE BANKS IN TERMS OF THE
REWARD OF CUSTOMER ORIENTATION AS PART OF THE PERFORMANCE
MANAGEMEMT PROCESS.

in order to establish the significance of the differences between the samples of Bank A,
Bank B and Bank MB, in terms of the reward of customer orientation as part of the
performance management process, the ANOVA tfechnique was used to test the Ho

that the three samples had thc same means, thafis

Ho:pa=pa=pme

The following Table contains the deia used to establish the acceptance or rejection of

the hypothesis.

. Objectivet: 1. BankA | BankB ! ~BankB | ali3banks
- Total score from . -

‘questionnaire . . 964 1381 659 3004
findings: . .

‘Sample size () 17 22 11 50

Mean (v} 57 63 60 60.08
Varance (82): 68.31 57 148 1 )

Table 4.33: Data used in ANOVA test for objective 2.

1. The nuf (Ho ) and alternative (H,) were stated.

Ho:pa=pe=pwm




Ha: One or more of the population mear.s is not equal to the others,

2, The level of significance (0.05) was selected as a criterion for rejection of the He .

3. The F-distiibution to identify the acceptance and rejection reglon for Ho, was used.
The F-distribution is identified v a pair of degrees of freedom. The first number
refers to the number of degrees of fr==dom in the numerator, whilst the second
number refers to the degrees of freedom in the denominator.
4f in the numerator = N...toer of samples - 1

= k-1
df n the denominator = Total sample size - k-
=Y w-k

This test, or ratio, Iz based on a comparison of two diffzrent ways to estimate the

overall popullation variance, namely:

¢ The between group variance (Vs) which measures the differances hetween the
sample mean of each group (x) and the grand or overall mean x.

s The within group variance (Vw)} which measures the variation of each value from the
mean of its own group and averages these differences over ail the groups.

The critical F-vaiue is obtained from the F-table /Willemse, 1994, p308). The columns

represent the number of degrees of freedom for the numerator and the rows represent

the number of degrees of freedom for the denominator. The table sets the upper limit

of the acceptance region.

4. The value of the test statistic was then computed by making use of the ANOVA
technique.
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Va
F-rafio &  =-m
Vin
With ;
Ve = estimate of population variance bas+d ¢ variance between sample means, and

Vi = estimate of population variance based ¢ variance within samples.

i} The table of observations was set up.
fi) A mean for each sample was completed.
liiy A ‘total’ mean was calculated.
iv) The variance (s°) was calculated by squaring the standard deviation (s) for each
sampie.
v} Vs was determined, where
0 {(x-f
VBS oo
k-1

311.04

vi) Vi was defermined, where

3 (n-1) s

The F-ratio was determined as being 2.174.
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As 2,174 { 3.19 (the F-value) the conclusion is that there is not sufficient evidence fo
indicate that one or more of the population means are not egual to the others

(Willemse, 1993). The Hy is therefore accepted.

4.16. FINDINGS OF OBJECTIVE 3: WHAT BANK TREASURY EMPLOYEES
ARE BEING MEASURED AND REWARDED ON IN GENERAL.

In order to ascertain what Treasury staf’ are being measured and rewarded on in
general, information gained from the pilot interviews with the senior Treasury
managers, which had not pre ously been established from the literature review and
other sources, was utilised in the questionnaire. To exiract this Information from the

questionnaire, the following methodology was utlised:

» the responses for the relevant questiors in section two were added question by
question for each respondent and then each bank.

+ The mean, median and the range for ¢ach question was calculated.

¢ In each bank the top three scores with the narrowest ranges, were selected and

commented on.

The rating of the 5 point Likert scale ranged from “strongly disagree” (1) to “strongly
agree” (5). The complete sel of responses for both the performance management
process in terms of measurement and rewaid can be found in Appendix 2 and

Appendix 3 respectively. The highlights to that questionnaire are as follows:
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4.16.1. FINDINGS IN BANK A FOR OBJECTIVE 3: WHAT EMPLOYEES ARE

MEASURED AND REWARDED ON IN GENERAL.

In terms of what respondents at Bank A are measured on, the findings of the pilot
interview indicate Bank A already appears to understand the importance of adding
value to the customer. To fully embrace customer orlentation as a competitive strategy
however, which could be driven by the performance management process, the
measurement of these customer orientation factors would need to be glven far more
attention as part of the perforrance management process. This feeling was captured
during the pilot interview in which the senlor manager acknowledged that there was
something missing in terms of the tacfics his freasury was adopting - at the point when
the interview was conducted, It appeared he had been unable to pinpoint the

performance management of customer orientation as the differential.

At Bank A, the customer orientation factors regarded as most important in terms of
performance management (see Table 4.34) are: the reaction of the manager to the
loss of a leng standing and valuable client due to an error on the part of the dealer (this
had a median rating of 4 and a range of 2); the ability io maximise investments for the
bank ( a median of 4 and a range of 3); and the ability to communicate information to
other areas of the bank where it may impact (again, a median of 4 and a range of 3).
When embracing @ customer orientation strategy, it is important that good
communication channeis exist. Performance management as a process can facliitate
ihis by supporting the business strategy by providing a means of integrating objectives
downward, upwards and laterally throughout the organisation (Armstrong, 1994).
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The areas regarded as "least” important in the performance management process in
terms of the responses cobiained, are the ability to advise clients of new financial

products, and the ability to know their clients needs and advise them of products to suit

thelr needs.

- Statement m Questionna:re ]

. .When assessing my performance, rny manager wouid Ignore '
27a the fact that | lost a long standing and valuable client due fo 4 2
an effor on my part. (negative: scoring reversed)

10 in my performance management process, | am assessed on 4 3
my abilify to maximise investments for the bank.

21a In my performance management process, | am measured on
my ability fo communicate relevant information on my olient 4 3
to other areas in the bank on whom it may impact.

In my perforrmance managsment process, | am not assessed
& on my abilily to advise cilents of new financial products. 3 4
(negative: scoring reversed)

th my perfonmatice management process, | am not assessed
7 on my ability o know my external clients needs and advise 3 4
them on financial products to sult their needs. (negative:
scoring revarsed)

Table 4.34: Responderits view of the most imporiant and feast important criteria,
in terms of measurement, In the performance management process at Bank A.

In order to add value ¢ :our clients, and in the environment in which they operate
where there is a great deal of competition where price, at this point, seems the main,

and perhaps only, delineator, the abillly to know the business of their clients and
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offer products suitable to their customers needs would be an asset. The adoption of

customer orientation principles would facilitate this.

In terms of what they are rewarded on (see Table 4.35), the same methodology of
adding the responses of all Individuals per bank, was applied and the mean, median

and range calculated.

esen [T T T
. furber Statememm Quastiannai'__

" '.My bonua !s onntlngant on my abillty to maxirmsa — 4 1 3 "
investments for the bank.
14 My bonus is dependent on my good interpersonal skills with 4 3
both internat and external clients.
25h The ability to retain good customer rejations is reflected in 4 3
my bonus,
24b When making a deal for a client, 1 am empowered fo rectify 3 4

a mistake. 17 this resulted in a loss of money for the bank,
this deflsit would not be reflested in my bonus.

Table 4.35: Respondents view of the most important and least important criteria,

in terms of reward, in the performance management process at Bank A.

Bank A Treasury employees are rewarded on their abliity to maximise investments for
the bank. This rating had a median of 4 and a range of 3. There were several factors
which had fow ratings, but two which stand out are:  question 12 which states the
bonus is not contingent on developing good customer relations with external clients,
with a median of 3 and a range of 4 (negaltive scoring was reversed to reflect a positive
connotation), and question 24b which states that if an error is made when dealing

with a client, the dealer is empowerad to rectify their mistake, but should this result in
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a loss to the bank, this loss would not be reflected in the desler's bonus.
Iimplementing a poorly designed bonus system can result in more harm than good as
employees will inevitably receive mixed messages from the crganisation in terms of its

values and priorities (Amablle ef al., 1993).

A factor which was not the lowest scare but elicited concem from the researcher was
that “loss of a clients money® being reflected negatively in the bonus, had a mean
score of 2.9, which if compared to the 5-point Likert scale indicates disagree (2) and
nelther ;. gree nor disagree (3). In this instance, due to the fact that the bonus
{reward) is subjective and not formula driven, respondents may not have been sure
about this factor. This highlights fhe point that reward systems can be subversive in that
people do what they are rewarded on and therefore a ciear communication of what is
expected in terms of performance and what people will be recognised and rewarded

for, needs fo be considered (Kohn, 1993).

4,16.2. FINDINGS IN BANK B FOR OBJECTIVE 3: WHAT EMPLOYEES ARE

MEASURED AND REWARDED ON IN GENERAL.

In terms of Bank B, the pilot interview indicated that employees of the freasury are
measured on some of the customer orientation principles in general in the performance
appraisal process which occurs annually or biannually as well as the performance
management process. Profit as a factor is assessed throughout the year and is
regarded as Important. The respondents from Bank B {see Table 4.36) indicate that,
“good customer relations with external clients” and “the abllity to refain good customer

relations” were the highest scores, voth with a median of 5 and & range of 1. The
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narrow range would imply congruence in terms of agreement from the respondents with
regard to these factors. The third factor which is regarded as important is “ the ability
to know our client needs and advise them on products {o sult thelr needs” which had a
median of 5 and a range of 2. it would therefore appear that customer orlentation

factors are regarded as important and communicated to staff.

In my performance management process, | am assessed on

my ability to develop good customer relationships with my

axiomal cllents.
258 in my performance management process, | am assassed on 5 1
my abliity to retain good customer relations.
7 In my performance management prauess, | am not assessed 5 2

cn my akility to know my external olients needs and advise
them on financial produets which would suit their needs.
(negative: scoring reversed).

g in my performance management process, | am not assessed 3 4
on my ability to maximise investments for olients.

Table 4.35: Respondents view of the most important and least important criteria,

in terms of measurement, in the performance management process at Bank B.

The factor which received the lowest rating in terms of what they are measured on In
their performance management process, is thelr ability to “maximise Investments for
clients'. This possibly implies the need fr- a longer term focus when it comes fo the
jong term profitability of Bank B. If Investments are maximised for clients, they would
keep coming back to do business in the knowledge that their interests are being taken
care of. Obviously, o ensure the continued existence of the bank, the treasury needs

{o ensure profit for themselves as well as their customers. This would be difficult to
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address but a balance between the two disparate needs has fo be promoted for

customer orientation to be fully embraced.

In terms of what they are rewarded on, the same methodoloyy of adding the
responses of all individuals per bank, was applied and the mean, median and range

calculated.

Bank B had three equal scores in ierms of what the employees of the Treasury are
rewarded on, namely, *their ability to develop aood custorr ar relations with extemnal
clients, their abiiity to retain clienis and their abilify {o market and create new business.

All three ratings had a median of 4 and a range of 2 (see Table 4.37).

tn_ Quest: nnalref

'12 . My bonus is not contingeht on my abllity fo deVeIcp good — '4' ' 2 —
customer relationships with external clients. {negative:
scoring reversed),

13 My bonus is not contingent on my ability to retain clients. 4 2
{negative: scoring reversed).
15 My bonus is not contingent on my ability to market and 4 P
| creats new business, {negative: scoring reversed),
24h When makiig a deal for a client, | am ampowerad to rectily 2 3

a mistake, If this resuited in a loss of money for the bank,
{his deficit would not be reflected in my bonus.

Table 4.37: Respondenis view of the most important and least important ... terfa,

in terms of reward, in the performance management process at Bank B,
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As with Bank A, the lowest rafing for Bank B was a loss of the banks money not being
reflected in their bonus. This received a median score of 2 and had arange of 3. The
mean score for a penalty being applied if there was loss of a clienfs money, as with
Bank A, did not have the lowest mean score, however, for 8ank B the mean was 2,5.
Once again, due to the subjective manner of awarding bonuses and due to them not
being formula driven, respondents may not have known the response fo this - a score
of 2 indicating “disagree” and 3 indicating "neither agree nor disagree”. As with Bank
A, caution should be appiied to prevent respondents from thinking that loss of a clients
money is not a measurabie performance indicatoy for which they are responsible.

People do what they are rewarded for (Kohn, 18983).

4.16.3. FINDINGS IN BANK MB FOR OBJECTIVE 3: WHAT EMPLOYEES ARE

MEASURED AND REWARDED ON IN GENERAL.

Questlan """
number o Statament in Questmnnalrve' o ~ Media Age:
2 In my pe:fonnance managemant prooess I am asswssseﬁ on - 5 . 2 —
my abliity to develop good sustomer relafionships with my
external cllents,
28a When assessing my peformance, my manayer would 4 2
raprimand me for loaing a long standing and valuable olient
due to an error on my part.
4a in my performance management process, | am assessed on 4 2
my good interpersonail skills with external elients.
o In my performance management ptocess, ! am assessed on 2 3
my ability to maximise investments for clienis.

Table 4.38: Respondants view of the most important and icast Important criteria,

in terms of measurcment, in the performance management process at Bank MB.
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The highest ratings in terms of what individuals are measurad on in their performance
management process at Bank MB (see Table 4.38), are: "my ability to develop good
customer relationships with my external clients” which had a median of 5 and a range
of 2; and for losing a long standing and valuable clie... due to an error on the their part,
which had a median of 4 and a range of 2. They are also assessed on good
interpersonal skills with external clients. This factor alse had a median of 4 and a range

of 2.

The lowest rating for Bank MB in terms of what individuais are measured on in their
performance management processss, was their ability to maximise investments for

clients. This rating had a median of 2 and a range of 3.

In terms of what they are rewarded on, the same methodology of adding the
responses of all indlviduais in the bank, was applied and the mean, mediar and the

range caiculated.

The highest rating for Bank MB in terms of the performance management process and
reward (see Table 4.39), is their bonus is contingent on the profit they make for the
bank or trading desk on which they opersie. The median rating for bonus being
contingent on profit, was 4 with a range of 1. This was bome out by the findings of the
pliot interview. The next highest ratings were for four factors which each had a median
of 4 and a range of 3 and are: the ability to develop good customer relations with

extemal clients, the ability to retain clients, the ability o market and create new
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products and finafly, the abllity to communicate relevant information on clients fo other

areas In the bank on whom It may impact.

fement in Guesioringire

44 | Wy bonus Is dependent 7 contingent on the proft that [ make | 4 | 1

for the bank or trading desk from which | oporate,
12 My bonus is not contingent on my abisty to develop good 4 3

custorner relationships with my extemal clients. {negaflve:
scoring reversed).

21b | am rawarded on my ability to comriunicate ralevant 4 3
information on my client to other areas in iz bank on whom
it may Impaot.

23n | am rewarded on my ability to develop and supply financial 2 3
products to a client based on their specific neads.

Table 4.39: Respondents view of the most important and least important criferia,

in torms of roward, in the performance management process af Bank MB.

There were two low rafings for Bank MB  which respondents appear not to be
rewarded on: their ability to maximise investments for clients, and being rewarded on
ability to develop or supply financlél products to the client based on their specific
needs. These both had a median score of 2 and had a range of 3. In order to add
value {o a custorner, an organisation needs to increase the benefits to the customer in
relation io their costs. The selier organisation must therefore understand the economic
and political constraints of the customer (Narver and Slater, 1990). Adopting a
customer orientation requires the seller organisation o understand the customers entire

value chain (Day and Wensiey, 1988).
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Spiro’s (1994) research highlights that top management must be convinced of the
value of a customer orier*ation. This commitment must then be communicated to the
entire organisation. As with the concemns expressed above, of recognition and reward
having potentiai to become subversive, employees must be abie to wilness a
congruency between managemant behaviours and resource allocations / rewards /
promotions that reflect a commitment to such orientation (Armsirong. 1994). Adopting
a customer orientation philosophy as a strategy, would necessitate a change in cuiture
which is not an easy process. it is imperative however, that during this process senior
management develop and maintain a positive attiiude towards change and a
whlingness to take calculated risks (Anmstrong, 1994). A few failures will occur but "a
supportive reaction to such fallure is critical for engendering a& change-oriented

philosophy, an integral part of cusiomer orientation (Spire, 1994 p.85).

417. RESEARCH OBJECTIVE 4.1: TO ESTABLISH THE LEVEL OF
CUSTOMER ORIENTATION WITHIN BANK TREASURIES AND COMPARE IT
TO THE MEASUREMENT OF CUSTOMER ORIENTATION FACTORS IN THE
PERFORMANCE MANAGEMENT PROCESS AS DETERMINED IN
OBJECTIVE 1.

The overall findings of the Narver and Slater Scale (1890), pertaining to the ievel of
customer orientation, indicate that respondents in the two commercial banks are aware

ot most of the customer orientation factols {see Table 4.40).
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anentanun I BankA: -} BankB: - | - BankMB:
1 custome. cnmmntm:-mt s 5.76 6.40 5.00
2 create customer-vaiue._- 5.40 6.09 4.70
3 u*\damtand cﬂstcmer 5.50 6.04 440
hesds, .o -
4, " customner _--satisfar:.tian 5.80 6.30 4,80
objactives e .
B, measure custcmer _ 4.70 4.95 4.00
satisfuction. . :
8, after-sales service. .3 4.80 5.55 4,50
Total seore of 8 factcrs . 1,86 35.33 27.40
Average across 6 fachyrs:. 5.32 8,89 4.33
Samplesize (3v) - 17 22 1M
Vatiance (8°) s 0.054 0.071 0.095

Tabile 4.40: The comparison of the measurement of customer orientation between
commercial banks A and B, and merchant bank MB.

If one had to make a qualitative differentiation between the three banks and apply the
between descriptors developed by the researcher (see Table 4.41), diiferences could

be ascertained.

in both the two commercial banks (Bank A and Bank B) and the merchant bank (Bank
MB), the customer orientation factor with the highest score was the same for all three
banks, namely factor 1, “customer ~~mmbitment’. Of the three banks, Bank B has the
highest score of 6.40 which could indicate that the business unit engages in the
practice to a great extent. Rank A has a score of 5.76, which would be classifled as a
& when rounded up and thus indicates they also engage in the praclice to a great
extent. Bank MB has a score of 5.00 (see Tabie 4.40) which would indicate

qualitatively that the business unit engages in the practice to an extent. Likewise, all
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three banks had the same second highest score, namely factor 4 "customer
safisfaction objectives’(see Table 4.40). Once again both Bank A and Bank B
effectively score 8, indicating they engage in the practice to a great extent (see Table
4.41), whilst Bank MB once again scores & 5, indicating the business unit engages in

the prac. e io an extent.

CNumberonLikert | . - Descriptor: - oo 1. Fomrudated by:

1 The business does hot engage in the ;| Narver and Slater
practice at all. {1990).

2 The business dues not engage in the Researchers
practice, interpretation.

3 The business has ot considered Researchers
engaging in ¢his practice. interpretation.

4 The business Is neutral with regard to this Researchers
practice, interpretation.

5 The business unit engages in the practice Resgarchers
to an_extent. interpratation.

B The business Linit engages in the practice Researchers
to a great extent. interpretation.

7 | The business unit engages in the practice | Narver and Stater
io & very great exient. (1990).

Table 4.41: Researchers interpretation of the between descriptors of the Narver
and Siater Scale (1980) in order fo determine gualitative differences,

it would appear that afl three banks, fo varying degrees, are commiited to their
customers with tho ohjective of satisfying them. An important part of this however, is
measuring custoinc: sotisfaction wiich in all three banks was the lowest score. Both
Bank A and Bank B scored @ 5, 7 Jficating they engage in the practice to an extent,
whilst Bank MB seored 4 implying tho business is neutral with regard to this practice.
In order to deterinine v ather or not they are satisfying their customers, attention to

the measurement of customer satisfuction i important ag it will allow them to improve
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the service they offer. By obtaining feedback, either comective action can be

generated, or new action initiated (Armstrong, 1994).

The factor, “after sales service”, also requires attention in both the two commercial

banks and in the merchant bank (Bank MB}).

4.17... STEPS IN DETERMINING THE FINDINGS FOR OBJECTIVE 4.1:

To establish the level of customer orientation in each bank, for each of the six factors,

the methodology of caiculation was as foliows:

» Each respondents answer (in thelr separate banks), was summed factor by factor.

» The total for each factor was divided by the sample size () to obtain a meaai factor

for each factor for each bank (see Table 4.10 for the findings).

In terms of the overall customer orientation (the tolal average score across the six

factors for each bank), the method of calculation is as follows:

« Al of the individuals responses within each bank, for questions 1 - 6 of secfion 6 of
the questionnaire, related to the Narver and Slater customer orientation scale. were
totaled,

» Eacl raspondents total was then summed $o obiain a grand total.

» This grand total was then divided by the sample size (n) for the respective bank,
and then again by 6 (as ihere are 6 factors in the customer orientation scale) to

obtain an average across the sample (see Table 4.10 for findings. See aiso Table
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4.13, Table 4.16 and Table 4.19 for customer orientation levels in respeciive

banks;.

This would indicate the level of customer orientation on the 1 - 7 scale. A score of 1

indicating “ the business does not engage in the practice at ali” and a score of 7

indicating “the unit engages in the practice to a very great exient”.

ail the questions which related to the measurement of customer orientation from
sections 2, 3 and 4 of the questionnaire, were extracted and are as follows:
questions 2, 3, 4a, 4b, 6, 7, 8a, 8b, 8, 21a, 22a, 23a, 24a, 2ba, 26a, 27a, 28,
and 29 (see Appendix 2).

Those guestions which in the questionnaire were worded negatively had their
scoring reversed in order that all scores computed had a positive connotation.

Each of the scores for the listed questions related to the measurement of customer
orientation, for each respondent, were then added together o obtain a total.
Likewise, each of the scores for points 1 to 6 of the Narver and Slater scale, of
section 6 of the questionnaire, were added together as described above.

The two totals were then correlated utllising Spearman’s rank-order comelation
coefficient. This measure was utilised to measure the stfength of the relationship
bstween the two variables cn the basis of their ranks instead of their values

(Willemse, 1984). The data for these calculations is shown on Appendix 5.

The findings of the measurement of the relationship beitwaen the level of customer

orientation and the measurement of customer orientation in the performance
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management process resulied in the following Spearman rank-order correlation

coefficlents (r') shown in Table 4.42 (Data is shown in Appendix 4).

Research QObjective _
1 Bank A Bk 8 Bank C
v 0.57 0.51 0.26

Table 4.42: The Spearman rank-order correlation coefficients (»’) of all three
banks.
“This measure is based on a scale between -1 and +1. If there is no relationship

between x and y, then ¥ = 0. The strength of the correlation is not dependent on

direction” (Willemse, 1994: p.188). For example, coefficients of 0.57 and -0.57 are
equal in strength. The findings in Table 4.42 would indicate that the relationship,
between the level of customer orientation and whether or not it is measured as part of
the performance management process, is strongest with Bank A, when comparing
the three banks. However, the relationship of 0.57 can be described as only slightly
above the mid-point between 0 (no relationship) and 1 (a sfrong relationship) (Willemse
1984). The relationship is positive but medium. The same would apply to Bank B with
their correlation result of 0.51. Bank MB has a positive but weak relationship between
the level of customer orientation and the measurement of customer orientafion factors
In the performance management process, with a result of 0.26. A perfect correlation,
related to this research, is one in which as the level of customer orientation increases,

so the measurement of customer orientation factors increases.  Reservations with

regard to the findings of + ',  are that should the scores all be reduced by three

points, the result wculd remain the same. The median as a measure of the
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measurement of customer arientation factors within bank freasuries is more persuasive.
.idings of the median would indicate that Bank B had the best resuits in terms of
measuring customer orientation, Bank MB was second, with Bank A taking up the rear

(see Table 4.43) .

an | Roundsdscomon
1 :5-point Likert soale:

65 . 3.5
75 3.9C 4
68 347 3.5

Table 4.43: Median scores related fo the measurement of customer orientation in
the performance management process.

The findings of the Spearman rank-order would at first glance appear to contradict the
median findings. [ is important to note however, that the correlation measures the
reiationship between the level of customer orientation and the rneasurement of
customer orientation factors. These findings indicate that in the three banks the
relationship is closest at Bank A. It is interesting that, despite the median score for
Bank A indicating that they had the highest score of the three banks, thero is &
disparity between the median score and that of the Speannan rank-order correlztion
coefficient. One would imagine that this gap needs to be closed io fully embicne
customer orientation s a strategic philosophy and culture. Armstrong (1994) states
that perffomance management processes are there to support the achisvement of the
strategles by ensuring action plans are prepared which will aliow the strategy to be

implemented.
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4.17.2. FINDINGS IN BANK A FOR OBJECTIVE 4.1:

In terms of the overall customer orientation for Bank A, measured by factors 1 to 6 of
the Narver and Slater scale, the methodology used to calculaie the findings is as

follows (see Table 4.44):

s all the responses by each individual for factors 1 - 6 of section 6 of the
questionnaire, were totaled.

s Each respondents fotal was then summed to obtain a grand total of 543.

« The grand fotal of 543, was then divided by the sample, in this case n= 17, and
then again by 6 (due to there being 6 factors measured) to = '+ an average of

5,32 across the sample.

This would indicate a fairly high level of customer orientation on the 1 - 7 scale, 7

indicating that the business unit engages In the gractice to a very great extent.

Total éuﬁfa"ali r'e’s.pd'rida.nt"s ﬁank Al sample siza {n) ot 'Aw:ra:ga {X) aémfs's_s- '
543 17 5.32

Table 4.44: Customer orienfation level for Bank A.

Uillising a simllar methodology, as outlined above tngt for ea<h separate customer
orientation factos, the following customer orientation leveis per facior were ascertalined

(see Table 4.45).
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e s eQustomer ofientation factor o o a0 T CNiBar soores . L
1. customer commitment. 5.76
2. creaie customer value. 5.40
3. understand customer needs, 5.50
4. customer satisfaction objectives. 5.80
5. measure customer satisfaction. 4,70
6. after-sales service. 4,90
Average across sample, Bank A: 5.32

Table 4.45: Customer orientation scores per factor for Bank A.

These would indicate a fairly high ievel of customer orientation in terms of the first four
factors of customer orientation, but were they o adopt a conscious strategy of
custorner orientation, greater emphasls would need to be placed on measuring

customer satisfaction and in after sales service.

Table 4.46 shows the a rank-order, from highest to lowest, of the importance of the
customer orientation factors as viewed by the respondents fo the questionnaires in
Bank A. The respondents scores indicate that customer comminument and customer
satisfaction objectlves have the highest importance in terms of customer orientation
factors. This could be as ¢ result of a fairly steady ciient base. The third lowest score
is for creating cusiomer vaitte which may imply that Bank A dees not find out what the
customer needs and Instead offers a custom product. This could be an area where
improvement could be achieved. As with Bank B and Bank MB, the second lowest
score was for after-sales service, followed by the lowest score, for ineasuring

customer satisfaction.
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‘Factor of - customer: aﬂantaﬁnn in rank SR e
order from highest to lowest: S e Mean-scorg

1. customer commitment. 576

4. customer satisfaction objectives. 5.60

3. understand customer needs 5.50

2. cregte customer value, 5.40

6. after-sales service. 4,90

5. measure customer satisfaction. 4.70

Tablo 4.46: The rank-order of customer orlentation factors for Bank A from lowest
fo highest.

According to the pilot Interview conducted, it was ascertained that an independent
marketing company is utilised by Bank A fo conduct market surveys on customer
satisfaction. The results and the methodology were not accessible fo the researcher.
For this reason, the researcher was unable to asceriain whether the scores for factors
5 (measuring customer satisfaction) and © (afier-sales service} of customer
orientation, indicated a change to the findings of the independent marketing survey -

either an Improvement or the maintenance of a status quo.

in terms of the correlation between the fevel of customer orienfation and whether or not
it is measurad as part of the performance menagement process, the correlation was
positive but medium, with a result of ¢ = 0,57 (refer back to Tabie 4.42), This would
possibly indicate that greater emphasis needs fo be made in terms of measuring
customer corientation criteria as part of the performance management process, if
customer orlentation Is a strategic objective of Bank A, Currently, in terms of the
findings of the pilot interview, profit is regarded as an important factor of measurement

throughout the year. To truly embrace a customer orientation, all the factors periaining
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to customer orientation would need to be given emphasis on an ongolng basis

throughout the year. This would most probably require a cuiture change.

4.17.3. FINDINGS IN BANK B FOR OBJECTIVE 4.1:

In terms of the overall customer orientation for Bank B, the following methodology was

ufilised in the calculation:

» all the responses obfained from the Narver and Slater scale (1990} by each
individual, for factors 1 - 6 of section 6 of the questionnaire, were totaled.

» Each respondents total was then summed fo obtain a grand total of 778.

» The grand total of 778 was then divided by the sample size, n = 22, and then
again by 6, the number of factors in customer orientation, to obtain an average of

5,89 across the sample (see Table 4.47).

This would indicate a fairly high level of customer urientation on the 1 - 7 scale, 7

indicating that the business unit engages in the practice to a very great extent.

Total score all respondents Bank B |~ samplesize iy | Average (x) acioss 6
L _ _ S L factors :
778 22 5.89

Table 4.47: Customer orientation level for Bank B.
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Utilising a similar methodology, as outiined above but for each separate customer

orientation factor, the following customer orientation levels per factor were ascertained

(refer Table 4.48).

Lo e Coakoer prentation Bactor T b T T NMosn shoregs: )
1. customer commitment 8.40

2. create customer value. 6.09

3. understand customer needs. 6.04

4, customer satisfaction objectives. 6.30

5. measure customer satisfaction. 4.95

8. after-sales servica. £.55

Average across sample, Bank B: 5.88

Table 4.48: Customer orientation scoras per factor for Bank B.

These factors would indicate a high level of customer orientation in terms of the first
four factors of customer orientation but, as with Bank A, Bank B also needs to give

greater emphasis to measuring customer satisfaciion an ensuring after sales service.

Tabie 4.49 shows the rank-order, from highest to fowest, of the importance of the
customer orientation factors as viewed by the respondents to the questionnaires. On ali
of the factors, Bank B had the highest scores of the three banks studied. The
respondents scores indicate that customer commitment and customer satisfaction
objectives have the highest importance in terms of customer orlantation factors. This
could be as a result of a fairly steady client base or simply because Bank B seems to
place more importance on the measurement of customer orientation factors than the
other banks do. The third highest score is for creating customer value which may imply
that Bank B is atiempling to find out what the customer needs and regards as

important, instead of merely offering a custom product. At this point, although
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achieving the highest score for this factor of the three banks with a score of 6.09, Bank
B could still improve on this factor. Understanding customer needs follows very
closely on this factor, implying that Bank B appears to have embraced customer
orieniation as a competitive strategy. As with Bank A and Bank MB, the second
lowest score was for after-sales service, although Bank B had the highest score of the

three banks, foliowed by the lowest s:ore, for measuring customer satisfaction.

‘Factor -of - customar . oﬁenzatfan m tank e T
order fram highest fo. iowest - ook oo rMean seope T
1. customer commitment. 8.40
4, customer satisfaction objeciives, 6.30
2._create customer value. 6.09
3. undersiand cusiomer needs. - 6.04
6. after-szles service. 8.55
5. measure customer satisfaction. 5.89

Table 4.49: The rank-order of customer orientation factors for Bank B from fowesi
to highest.

In terms of the correlaticn between the level of customer orlentation and whether or not
it is measured as part of the performance management process, the comelafion was
positive but medium, with a result of + = 0,51(refer back fo Table 4.42). Once again,
this would possibly indicate thai greater emphasis needs to be made in terms of
measuring custorner orlentation criteria, as part of the performance managemen.

process, if customer orientation is a strategle objective of Bank B.

4.17.4. FiRDINGS MERCHANT BANK MB FOR OBJECTIVE 4.1:

As there were quite a few spoilt questionnaires from this bank, the sarnple from which

data couid be obtained, was reduced.
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In ferms of the overall customer orientation for Bank MB as determined by tive Narver
and Slater scale (1990), the following methodology was utilised to calculaie the

findings:

» all the responses by each individual for questions 1 - 6 of secion © of the
questionnaire, were totaled.

« Each respondents total was then summed to obtain a grand total of 286,

¢ The grand tcfal of 286 was then divided by the sample size, n = 11, aad then

again by 6 fo obtain an average of 4.33 across the sample ‘see Table 4.50).

“Total score all respondents Bank 8.| - sample'size {n) - | : ' ﬂweraga {x) aurass s
R T R T fantors
286 11 4.33

Table 4.50: Customer orientation level for Bank MB.

This would indicate a medium fo low level of pustomer orienrtation on th 1 - 7 scale, 1
indicating "thé business unit does not engage In the business praclice at ail’, and 7
indicating “the business unit engages in the practice to a very great extent’, This was in
keeping with the findings .¥ the pllot interview where it was expressed that ore was
*undoubtedly rcom for improvement” In terms of the promotion of customer orientation

principles.
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Utllising a similar methodology, as outlined above but for each separate customer
orientation factor, the following customer orientation ievels per factor were ascertained
(see Tea:de 4.51). The scores are ali between 4 and 5 which Iimplies that Bank MB is
between being neutral to customer orientation factors and engaging in them to an
extent. With the advent or refurn of foreign banks to South Africa resulting in far more
competition, Bank MB may have to change this level of customer oreniation if they

wish to remain competitive. Performarice management of thaese factors could facilitate

this process.

soen s Customner odentationfactor:. . o Y Mean suore: 0
1. customer commitment. 5.00

2. create custorner value. 4,70

3. understand customer needs. 4.40

4. customer satisfaction objectives. o 4.80

5. measure customer satisfaction. 4.00

6. after-sales service. 4.50

Average across sample, Bank MB: 4.33

Table 4.51: Customer orientation scores per factor for Bank MB.

Table 4.52 shows the ranl-order, from tughest to lowest, of the importance of the
customer orientation factors as viewed by the respondents {o the guestionnalres. Bank
MB had the lowest scores on all factors of the measurement of customer orientation
factors as part of the performance management process. The respondents scores
indicate that customer commitment and customer safisfaction objectives have the
highest importance in terms of customer orientation factors. The same ranking, n
terms of importance, was found In both Bank A and Bank B. This indicates that Bank
MB is aware of the need to satisfy customers and to be committed to customers, but

with scores of 4.80 and 5.00 resprctively, there is enormous room for improvement.
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Tha highest score Bank MB could obtain Is 7 which indicates “the business unit
engages in the practice fo a very great extent’. The third lowest score is for
understanding customer needs, with a score of 4.40, which may imply that Bark MB
gither does not find out what the customer needs and instead offers a custom producit,
or is S0 secure in its cumrent position in the market that it feels that customers will
always go back to them for service. This is an area where great Improvement could be
achieved. As with Bank A and Bank B, the second lowest score was for after-sales

service, followed by the lowest score, for measuring customer satisfaction.

-Factor of - customer -orientation in- rank
- order from: higt'ﬁst fotowest: 0 b0 o Maan scera.
1. customer commitment, 500

4. customer satisfaction objeciives. 4.80

2. create customer value. 4,70

3. understand customer needs 4.40

g, after-sales service. 4,50

5. measure customer satisfaction, 4.00

Table 4.52: The rank-order of customer orientation factors for Bank MB from
lowest to highest.

The result of the correlation between the level of customer orientation and whether or
not it Is measured as part of the performance management process, was positive but
low, with a result of r' = 0,26 (refer back to Table 4.42). A correlation measure is
based on a scale between +1 and -1. Willemse (1994, p188) states that “if there is no
relationship between x and y, then r = 0. The strength of the correlation is not
dependent on direction”. Once again, if Bank MB wishes fo refain their leading edge,
in order to remain as profitable as they are, perhaps they should consider placing
greater emphasis in terms of measuring customer orientation criteria as part of their

performance management process. As the 1895 Euromoney survey of customers
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indicated, as far as corporate treasurers are concemed, the guality of relationships
has overtaken price as the most Important factor for determining cholce of bank. This
is most probably as a result of several scares, such as the Barings Bank disastor, as
well as banks entering into financial deals on behalf of the client without the corporate
treasurer having a {ull understanding of the risk involved, resuliing in a substantial
financial loss to the client.  Customer crientation forms part of market orientation In
which profitability / the creaiion of economic wealth is an ovemiding objective.
Performance management In its tum, is a vehicle by which strategic Intent can be

achlaved.

4.18. FINDINGS OF OBJECTIVE 4.2: TO COMPARE OF THE LEVEL OF
CUSTOMER ORIENTATION WITHIN BANK TREASURIES TO THE REWARD
OF CUSTOMER ORIENTATION FACTORS AS PART OF THE
PERFORMANCE MANAGEMENT PROCESS.

In terms of abjective 4.2, to establish the level of customer orieniation within the bank
treasurles and compare that level to the reward of customer orientation factors in the
peiformance management process, the following methodology was used fo obtain the

results:

« ail the guestions which related to the reward of customer orientation from sections 2,
3 and 4 of the guestionnaire, were extracisd and are as follows: questlons
11,12,13,14,15,16,17,18,19,20,21b, 22b, 23k, 24b, 25b, 26b, 27b, 29k, 30b, and
31b (see Appendix 3).
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As with objeciive 1, those questions which in the quesfionnaire were worded
nagafively had thelr scoring reversed in order that all scores computed had a
positive connotation.

Each of the scaores for the listed questions for each respondent were then add:d
together to obtain a total for each respondent.

Likewise, each of the scores for points 1 to 6 of the Narver and Slater scafe of
section 6 of the questionnaire, were added together to obtain a score for each
respondent.

Once agaln, the two totals were then cometated ufilising Speaman's rank-order
correlation coefficient, to measure the strength of the relationship between the two
variables on the basis of their ranks instead of their values (Wiklemse, 1994).

In order to establish whether the difference in resulis was slgnificant, the ANOVA
technique was ufilised to test the nuli hypothesis wat the three sampies have the

same means. The null hypothesis was accepted.

The findings of the measurement of the reiationship between the level of customer

orientation and the measurement of rewarding customer orientation In the performance

management process jesulted in the following Spearman rank-order cormelation

coefficients (v') {(see Appendix 4 for data).
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Table 4.53: The Spearman rank-order correlation coefficients (v ’) in all three
banks for objective 4.2.
“This measure is based « .. 3 scale between -1 and +1. If there is no relationship

between x and y, then #’ = 0. The sirength of the comelation is not dependent on

direction” (Willemse, 1994: p.188}. For exampie, coefficients of 0.57 and -0.57 are
equal in strength. The findings in Table 4.53 would indicate that the relationship,
between the level of customer orentation and whether or not it is rewarded as part of
the performance management process, is the strongest ai Bank A, when comparing the
three banks. Th= relationship of 0.68 can be described as ahove the mid-point
between 0 (no relationshlp) and 1 (a strong reiationship) (Willemse 1994). The
relationship is positive but medium. Both Bank B and Baﬁk MB have positive but fairly
weak relationships between the level of customer orientation and the reward of
customer orientation factors in the perfermance management process, both having a
result of 0.40. These findings neither confirmed nor rejected the findings of the pilot
interviews conducted at the three banks where the senior treasury managers indicated
the subjective basis of rewarding qualitative factors of the performance bonus.
Amabile ef al. (1993, p4b) stated: “Implemeniing a poorly designed or ill-suited
incentive plan can do more harm than good because employees will inevitably receive
mixed, even conflicting, messages from the organisation about its values and

priorities, leading to confusion and frustration”. To fully embrace a customer
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orientation strategy, what individuals are rewarded for, would need to be closely
looked at to prevent incorrect signals being sent out to employees as {o what the

impartant criteria of measurement and reward are.

4.18.1. FINDINGS IN BANK A FOR OBJECTIVE 4.2:

in terms of the cor=lation between the fevel of customer orientation and whether or not
it is rewarded as part of the performance management process, the comelation was

positive but medium, with a resuit of v ' = 0,68 (refer to Table 4.53). This would

possibly indinate that greater emphasis needs {o be made in terms of rewarding
customer orientation criteria as part of the bonus if customer orentation is a strategic

objective of Bank A,

4.18.2. FINDINGS iN BANK B FOR OBJECTIVE 4.2:

In terms of the comrelation between the level of customer orientation and whether or not
it is rewarded as part of the performance management process, the correfation was
positive but low, with a result of r' = 0,4 (refer to Table 4.53). It seems that although it
is being measured as part of the parformance management process (' = 0,51) for the
measurement of customer orientation. it is not being included as part of the bonus
which, in most banks, makes up between 20 and 100% of a dealers cash package.
Once again, this would possibly indicate that greater emphasis needs to be made in
terms of rewarding customer orientation criterla as part of the bonus if customer

orientation is a strategic objective of Bank B.

125



4.18.3. FINDINGS IN BANK MB FOR OBJECTIVE 4.2:

As with Bank B, in terms of the corrglation between the level of customer orlentation
and whether or not it is rewarded as part of the performance management process,
the correlation was positive but low,  with a result of 1’ = 0,4{refer to Table 4.53). I
seems that customer orientation is neither measured ({r' = 0,26) nor rewarded as part of

the performance management process at Bank MB.

4.19. SUMMARY OF THE FINDINGS:

The pilot interviews conduct~d implied that customer orientation principles are
measured as part of the customer orientation process. The findings of the
questionnaires indicate that some but not all of the custorer orientation factors are
being measured in the banks to varying degrees. The findings indicate that Bank B
appears t0 have adopted the strategy of customer orientation. I would appear
however, that this strategy may not currently be fully in place as some of the customer
orientation factors still require aftention. Bank A measures some of the factors of
customer crientation but this appears to be as a resuit of good business practice (which
customer orientation is) and not necessarlly as a result of a conscious adoption of
customer orientation as a strategy. If customer orientation has been adopted as a
strategy, which the findings of the pilot interview imply, these principles need to be far
more vigorously espoused as the respondents neither agreed nor disagreed with many
of the statements posed in the questionnaire. At Bank MB, it was indicated in the pilot

interview that the measurement of customer orientation as part of the performance
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management process requires attention. This was supported by the findings. In order
to maintain or improve on their current position in the market, the adoption of customer
orientation, - part of market orienfation, is a strategy which wouild achieve this. This

strategy could be diiven by the performance management process.

At the moment, customer orientation factors are not being rewarded to the exter* that
they should be, in support of the measurement of them, in the performance
management process. The findings of the pllot interviews implied that customer
orientation factors are rewarded, although it was acknowledged that profit was the
major category when determining the benus amount The findings of the questivnnalre
indicate that with the exception of Bank A (aithough at the piiot interview it was not

divuiged to what extent) the reward of customer orientafion facfors was not ococuiring.

To be effective, a performance management programme needs to develop the

employees’ understanding of what needs to be achieved and reward them on the basis

of their contribution (Armstrong, 1994).
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CHAPTER 5: CONCLUSION

This chapter sums up the main findings of the current study. Management implications
are discussed based on the resuits attained. Recommendations for future research are

then highlighted.

5.1 SUMMARY OF FINDINGS:

The piiot interviews conducted implied that customer orientation piinciples are
measured as part of the cusiomer orientation process. The findings of the
questionnaires indicate that some but not ali of the customer orientation factors are
being measured ir the banks to varying degrees. it would appear however, that at
some banks this strategy may not currently be fully in place as some of the customer
orientation factors still require attention. To be competitive, banks need to make a
conscious effort to adopt customer orientation as a strategy, and this philosophy
needs to ke vigorously espoused by management. Some respondents displayed
uncertainty in terms of what they are measured on, when one conskiiers their
responses to many of the statements posad in the questionnaire. Management need to
clearly communicate goals and objectives to be achieved which the findings indicate is

not happening in some instances.

At the moment, customer orientation factors are not being rewarded to the extent that
they should be in support of the measurement of them, in the performance
management process. The findings of the pilot interviews implied that customer

orientation factors are rewarded, although it was acknowledged that profit was the
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major category when determining the bonus amount. The findings of the questionnaire
indicate that with the exception of Bank A the reward of customer orientation factors

was not ocourming.

To be effective, a performance management programme needs fo deveiop the
empityees’ understanding of what needs ie be achieved and reward them on the basis

of their contribution (Armsfrong, 1994).

This research highlights that in order for goals and cbjeclives (established by the
organisation) to be actioned by employees, employees need to be measured and
rewarded on those factors. For examp'e, for custormner orientation to be embraced as a
strategic philosophy, customer-based criteria as part of the performance management
process would be a necessary component to the effective implementation thereof, As
Amabile of al, (19893) said, for pay to mean anything, it must be linked to
performance. Immediate and quick profit may suit the bank treasury in the short term,
but may not be beneficial in the iong term in terms of cllent ~ztention goals. By paving
for inappropriate perfomance, there is a danger of promoiing self inferest instead of
organisational commitment {(Amabile ef al, 1993). Reward can potentially subvert
systems as people do what is rewarded as plans that provide inceatives for the wrong
behaviour will produce the wrong results (Kohn, 1993). it is therefore very important fo
reward and promote that which serves the long term interests of an organisation.
Managers must leam how to harness and use the power of incentives to drive

individual motivation and organisation affectivengss (Amablle ¢f al.,, 1993).
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It is notable, that there was a feeling held by the senior managers interviewed, that
there was a need for something with which tc gain the competitive advantage.
Customer orientation principies, promoted by the vehicle of performance managerent
with its need for measurement and rev.d «f those principies, would provide the

solution.

5.2 MANAGERIAL IMPLICATIONS:

» Managers need to lock into thelr customers needs and requirements by promoting
customer orientation as a strategy to their subordinates. This has to be transiated
from the top down and managers have to drive the process.

+ To fully embrace customer orientation, communication upwards, downwards and
inter departmentally needs to be promoted. Feedback must also be cbtained from
the customer and acted upon.

+ The performarce management process has to support the strategy. Su.  males
need fo be measured and rewarded on customer orientation faciors. Reward
systems need to be changed from being completely profit based, to include factors
of customer orientetion.

+ {f managers determine customer orientation is of strategic value, a cultire change
may be required. This is clfficult but managers must persevere and vigorously

espouse customer orientation principles.
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5.3 RECOMMENDATIONS FOR FURTHER RESEARCH BASED ON THE

LIMITATIONS OF THIS STUDY:

This research has raised numerous questions which could be answered by researching

t = following:

+ A comparison of the performance managemant of customer orientation in foreign
and local bank treasuries operating in South Africa.

¢ A comparison of the performance management of customer orientation across a
spectrum of small, medium and large tank {reasuries.

« A comparison of the performance management of customer orlentation in corporate

freaswries and bank treasuries.
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Appendix 1
PERFORMANCE MANAGEMENT QUESTIONNAIRE:
Soction 1
Demographic information:
Name; . Male/Famale:
Bank:
Type of Trading Desk:
Your Position: Age:

Please answer ali the following questions by filling in the rating most appropriate to your work
environment, Only enter 1, 2, 3, 4 or 5 under the rating coflumn. The rating scaie is as follows:

1 = Strongly disagree
2 = Disagree
3 = Neither agree nor disagree
4 = Agreu
§ = Slrongly agree

Thank-yau for your participation,
Secfion 2

Statement Rating

1. In my performance management process, | am assessed on the
profit that | make for the bank,

2. in my performance management process, | am assessed on my
ability to develop good customer relationships with my external
clients.

3. In my performance management process, | am not assessed on my
ablity to retain clients.

4. &, In my performance management process, | am assessed on my
good interpersonat skills with internal clients.

4, b. in my performance management process, | am assessed on my
good interpersonal skilis with external clients.

5. In my performance management progess | am assessed on my
ability to market and create new products.

6. In my performance management process, | am not assessed on my
ability to advise clients of new financial products.

7. in my performance management process, | am not assessed on my
ability to know my external clients needs and advise them on financial
products which wouid suit thelr needs.

rI




Statornent o

Rating

8. a. | am asssscsed on my ability to educate my clients on investing

8. b. 1 am assessed on my ability to advise my clients on new financial
products which have become available,

9. In my performance management process, | am assessed on my
ability to meaximise investments for clients.

10. In my performance management process, | am assessed on my
ability to maximise investments for the bank.

11. My bonus is dependent / contingent on the profit that | make for the
bank or {rading desk from which | operate.

12. My bonus is not contingent on my ability te develop good customer
refetionships with my extemnal clients.

13. My bonus is not contingent on my ability to retaln clients.

14. My bonus is dependent an my good interpersonat skills with both
internal and external clients,

186. My bonus is not contingent on my ability to market and create new
business.

16. My bonus Is not contingent on my abllity to advise clients of new
financial products.

17. My bonus Is not contingent on +ay ability to know my external
clients needs and advise them on {:ranclal products which would suit
their needs.

18. My bonus is contingent on my ability to educate and advise my
clieiits on investments and new financial products.

19. My bonus is dependent oa my ability to maximise investments for
clients.

20. My bonus is dependent on my abliity to maximise investments for
the bank.

Sortion 334

21, a. In my performance management process, | am measured on
my abliity to communicate relevant information on my client to other
areas in the bank onh whom # may impact.

21b, This is reflected in the binus | receive,

22. a. In my performance nianagement process, | am measured on
my ability to “delight” the client in terms of the financial service that |
provide them.




Statement

Rating

22.b. This is refiocted in the bonus | receive,

23. a. In my performance management process, { am measured on
my ability 1o develop or supply financial products te a client which
| e based on their specific needs.

[23. b, This is refiected in the bonus | receive.

24.a. If | make an error when dealing with my client, } am
empowered to rectify my mistake In terms of sefting It fght.

24. b. If this reciiication results in a loss o the bank, this deficit would
not be reflected in my bonus.

25. a. In my perforance management pror.'z":ss, | cin measured on
my ability to retain good customer refations.

C e

25. b, This ability o retain good ou: - - ~8 is reflected in my

bonus.
26.a. When assessing my perfom:;m:u. r:ﬁer would
reprimond me for losing a long standins - 25w + “tdueto an

error on my part.

26. b. This would not manifest itself in my tonus.

27. a. When assessing my performance, my manager woud ignore
the fact that | last & long standing and valuable client due to an error
on my part,

27. b. This fact would also be ianored when calculating my bonus.

28. My manager would be aware that | had lost a long standlng and
veluable client due to an error an my part.

28. a, My clients provide input into the evaluation of my performance.

28. b, My clients input in terms of my performance is reflected In my
bonus.

30. a. If | were to lose a lot of money for a client, my manager wuﬁld
take corrective action against me immediately.

30. h. This loss of a client's money would not be reflected in my
bonus.




Statemont

._Rating

31. a. If I were to lose a lot of meney for the bank, my manager would
take immediate correctivy: action against me.

31.b b. This loss of the bank’s money would not be refiected in my
onus.

Section §

32. When doing deals for clients, e it my objective to make a profit for
the bank,

33. When doing deals for clients, is it my objective to make the best
desl for my client.

34. When doing deals with clients | would be prepared to make less
profit to ensure that | get the deal from the client - 9posed to the
client going elsewhere,

35. If a long standing client wants to deposit money at a good rate
when the bank has a fiquidity surplus, | would not offer a good rade
to the client.

36. If a long standing client wants to deposit money at a good rate
when the bank has a liquidity surplus, { would offer a poor rate in
the hope that the client will deposit money at ancther bank.

37. If a long standing client wants to deposit money at a good rate
when the bank has a liquidity surplus, | would explain the bank’s
position to the cllent and advise the client to go elsewhere,

38. if a long standing client wants to deposit money at a good rate
when the bank has a liguidity surplus, | would explain the bank's
posktion to the client and offer a ow rate.

39. When doing deals with long standing clients, | cut my profit
paotential to ensure that their business is retained by the bank.

A0, When making a deal for a client, | only consider what is best for my
clients needs.

41. When making a deal for a client, | always consider how it wili
impact on my bonus earing potential.

42, If a deal has the potential to impact highly positively on my bonus
potential, yet there is the slightest possibility of a negative effect for
my client, | would not consider making the deal.

43. If a deal has the potential to impact highly positively on my bonus
potential, yetthers is the sfightest possibility of a negative effect for my
client, | would make the deal,




5

Section 6.

Please answer all the foliowing questions by filling in the rating, which in your view, is most
appropriate to your work environment. The rating scale ranges from 1 to 7. Only enter 1, 2, 3, 4,
5, 6 or 7 under the rating column. The 7 - point rating scale is ranged along the following
continuum:

1 = “the business unit does nof engage in the practice at alf”; through fo
7 = "the business engages in the practice fo a very greaf extent”.

To what axtent does your business engage in the following practices?

Statement: : Rating:

. customer commitment

. create customer value

. understand customer needs

. customer satisfaction objectives

. measure customer satisfaction

. after-sales service

. salespeople share competitor information

. respond rapidly to competitor’s strategies

D00 =dI[Cr D CITAY [t

. iop managers discuss competitor's sirategies

10. target opportunities for competitive advantage
11, interfunctional customer calis

12. information shared among functions

13. functional integration in structure

14. all functions contribute to customer vajue

15. share resources with other business units

18, quarterly profits are primary objectives

17. require rapid payback

18, positive margin in long-term

19, profit performance measured market by market

20. top managers emphasise market performance

21, all products must be profitable
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