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Peter Maas, Albert Graf

Leadership By Customers?
New Roles of Service Companies’ Customers

In this paper we bring together two worlds that are usually strictly separated in re-
search: leadership and customers. Until now leadership research has concentrated par-
ticularly on internal organizational processes, whereas customers were analyzed pref-
erably in the context of marketing and service management. Research shows that the
range of roles and functions of customers as key company stakeholders has changed
dramatically in the last few years. Especially in service companies, customers (and
communities), thought of as prosumers (producers and consumers), are active players,
which can exert significant influence particularly on customer contact employees and
on employee leadership. As only few of the established leadership concepts are open
to an inclusion of customers, we choose Kerr/Jermiet’s (1978) substitute for leader-
ship theory to show how the relationship between boundary spanning employees and
customers can be linked to the relationship between an employee (as a follower) and
his supervisor (as a leader). The analysis of this interrelatedness shows that customers
can actually assume some leadership functions which subsequently will not only affect
the behavior of the employees but also that of leaders. If leadership research wants to
take up this challenge, it has to rethink its concepts to include new context factors
relevant to the organisation. Corresponding implications and future directions for
leadership research and practice are outlined.
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To date, customers have played virtually no role in leadership research. Why should
these two aspects now be considered jointly?

Whereas traditional management theory has preferred an industry-oriented per-
spective, recent years have revealed a greater interest in studies of service manage-
ment. The defining characteristics of services in contrast to physical products have an
immediate impact on the constitution of relationships between customers and com-
panies. With regard to personal services, the direct interaction between employees at
the interface to the market and their customers emerges as a central element of suc-
cess. If, in the past, these relationships were classically sales-driven, they are becoming
more and more customer-driven due to fundamental changes in customer behavior.
The new conditions of the altered framework have changed customers’ attitudes and
behavior patterns resulting in a new distribution of roles between the company and its
customers. This has a major impact on the core relationship between customers, em-
ployees and the company in the so-called service triangle. But, what are the effects on
leadership?

Although scientific research on leadership did not begin until the twentieth cen-
tury (Yukl 1998, 1), a wide variety of approaches and theories on different aspects of
leadership have been developed. The emphasis of eatly leadership research was on
individual traits and skills that leaders bring to all leadership tasks (Stogdill 1948;
Delhees 1995). The next major thrust was to examine the behavior of leaders and
situational variables leaders must deal with (Fiedler 1967; Blake/Mouton 1964; Het-
sey/Blanchard 1969, 1972). Followed by the era of transformational leadership re-
search, the emphasis shifted to leaders who create change in deep structures, major
processes, or overall culture (Bass 1985, 1996; Tichy/Devanna 1986; House 1977;
Conger/Kanungo 1998; Meindl 1990). A leadet’s qualities may include compelling
vision, brilliant technical insight, and/or charismatic quality (Van Wart 2003). Dut-
ing the last few years the volatile environment, the growing complexity and dynamic
inside and outside companies has also increased the complexity of leadership con-
text (Osborn/Hunt/Jauch 2002). This has supported the emergence of new leadet-
ship approaches and theories taking the focus away from formal, hierarchical leader-
ship seen as superior-subordinate interactions. Integrative models from Yukl (1998)
or Hunt (1996) integrate major schools, especially the transactional and transforma-
tional schools. In several approaches employees are considered a leadership resource
with growing importance with respect to empowerment, intrapreneuring or “manag-
ing the boss” (Wunderer 2003; Kuhn 2000; Spreitzer/De Janasz/Quinn 1999; Reich
1987; Pinchot 1985). But so far leadership research usually refers to leadership inside
organizations, and not beyond organizational boundaries. However, taking into ac-
count recent developments in society and economies it will become necessary to ex-
tend the leadership perspective beyond organizational boundaries, including important
external stakeholders such as single customers or whole customer communities.

In the following discussion we first point out our understanding of services,
service management and leadership before analyzing the relevance of customers for
the conceptualization of leadership. Subsequently, we critically examine the changing
roles and functions of customers and their implications on the relationships between
boundary spanning employees, customers and the organization. The consequences of
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an increasing involvement of customers on leadership relations are discussed and cor-
responding implications for research and practice are derived.

Management of services: An integrated view

This contribution is based on a notion of service referring not only to the traditional
service sector (tertiary sector) but also encompassing the entire service economy. This
direction is based on the global phenomenon that the service functions are prevalent
in virtually all areas of the economy (Lehmann 2001, 83).

Generally stated, services can be distinguished from products by means of the
following characteristics (Bowen/Schneider 1988, 47; Bruhn 1997, 11):
e intangibility;
® uno actu principle: simultaneity of production and consumption;
e customer involvement.

Compared with products, services possess the characteristic of intangibility, which is
reflected in a certain opaqueness and lacking property character of services. Services
cannot be possessed; they can only be experienced, created, or patticipated in (Bo-
wen/Schneider 1988, 47). Since setvices often have to be provided to customers on
their own premises, the production and consumption of a service frequently coincide.
In addition, the uno actu principle entails a direct interaction between customer and
employee (Sydow 2000, 23).

Figure 1: The service triangle based on Irons (1994)
Customer
(Market)
Company Employee

The involvement of customers in the service provision process as a prosumer (pro-
ducer and consumer), and particularly the interaction between customer and employee,
exerts an essential influence on the company providing the service. This implies a dy-
namic process in the relationship between the organization and its customers (Irons
1994, 153). The management must therefore be strongly market- and customer-
oriented and offer those setvices that meet their particular customer segment’s te-
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quirements. Here, the service provider’s success is determined at the moment of truth,
namely the interaction between employee and customer (Irons 1997, 44). The em-
ployees’ behavior influences the perceived quality of service and thus customers’ satis-
faction (Cook et al. 2002; Homburg/Stock 2001; Mafi 2000; Heskett et al. 1994;
Schneider 1994). At this moment, however, the employee cannot be controlled di-
rectly by management. At the moment of truth, he/she stands alone for the company.
Whether the moment of truth becomes a moment of success for both customer and
company is critically dependent on the service provider’s customer contact employees.
No matter whether they are service or sales staff or customer relations officers, their
activities link their organizations with the outside world — and particularly with cus-
tomers — thus exetcising a so-called boundaty-spanning role (Chebat/Kollias 2000;
Russ/Galang/Ferris 1998; Singh/Rhoads 1991). With regard to setvices, they primar-
ily have to fulfill two functions. On the one hand, the service-specific characteristic of
customer involvement results in a cooperation between those employees dealing with
customers at the time of production and provision of service. On the other hand,
since customers regard the customer contact employees as corporate representatives
and often equate them with the service companies themselves these boundary-
spanners’ behaviors constitute the basis for the assessment of the company’s service
quality (Chung/Schneider 2002, 72). These employees are frequently much closer —
physically, geographically and/or psychologically — to customers than to their com-
pany or fellow employees. Through this bridging function, they also have the impor-
tant task of supplying and filtering customer information and experience to the com-
pany, particularly with regard to how often and how well the company succeeds in sat-
isfying customer requitements (Parkington/Schneider 1979; Chung/Schneider 2002).

Due to customer contact employees’ great significance in their capacities as ser-
vice producers, as corporate representatives to the outside world, the management of
such a staff is crucial for the success of a setvice provision company (Russ/Galang/
Ferris 1998; Chung/Schneider 2002). Given this situation, if management wants to
tulfill its function of creation, direction and development of target-oriented systems, it
will need the integration of customer-oriented processes in all leadership activities, as
well as the harmonization of customer and company processes. Since customers, em-
ployees and companies constantly exert a mutual influence on each other in these in-
teraction processes, they must not be considered as isolated parts of the service man-
agement process (Fig. 1). They must all be included in the form of an integrated ser-
vice provision management, with leadership, due to its significance and function,
granted a central role especially for the boundary spanners.

Understanding of leadership

But, what is leadership? The numerous, diverse leadership definitions and approaches
in literature reviews from, for example, Yukl (1998), Neuberger (2002) or Wunderer
(2003), illustrates that there is neither a uniform nor a dominant understanding of
leadership. In order to analyze customers’ relevance and influence on leadership, it is
therefore necessary to first sketch the fundamental definition used here for the con-
cept of leadership. Following Weibler (2001, 29), we define: Leadership is to influence



Zeitschrift fir Personalforschung, 18. Jg., Heft 3, 2004
German Journal of Human Resource Research, Vol. 18, Issue 3, 2004

others through socially accepted behavior, in such a way that through this influence
others are directly or indirectly geared toward goal oriented behavior.

According to Rosenstiel (2000, 49), the determinants of behavior lie within the
factors of ability (qualification), will (motivation), values and norms, as well as situ-
ational conditions (circumstances). Therefore leadership can refer to all or only indi-
vidual factors. Referring only to individual factors, leadership is restricted to that be-
havior which encounters acceptance without reducing the effectiveness of the influ-
ence (Weibler 2001). The purpose of this influence is to reach defined goals. These
goals must not be achieved immediately, but also with respect to temporal delay after
the exertion of influence.

The criterion (in)directness includes, in addition to the temporal dimension, a di-
mension of content. Leadership can influence behavior through direct and/or indirect
(structural) interaction (Wichter 1992, 321). Leadership based on direct interaction is
face-to-face leadership by instruction, model, example information, request, etc.
(Neuberger 2002, 451). Contrarily, indirect leadership is made by addressing nonspe-
cific environmental and premise conditions, which affect the work situation of the in-
dividual e.g. work contents, job security, physiological conditions of work, organiza-
tional structures, working groups, etc. (Weibler 1994; Opens/Sydow 1981).

Customer-oriented leadership concepts?

Until now research on leadership has concentrated particularly on internal organiza-
tional processes. Little attention has been given to the impact and influence of cus-
tomers or customer groups on leadership. Additionally, very few leadership ap-
proaches allow for the inclusion of customers.

Within the systemic, structural or stakeholder-oriented leadership approaches, the
customer can also be seen as having a relevant influence, even if usually only indirect.
However, the view of the customer having a direct influence on leadership is possible,
for example, in the integrative leadership model from Yukl (1998). He recognizes
other determinants of organizational effectiveness besides leadership that may surpass
the leader’s influence, such as direct effects of external conditions beyond the control
of the leader (1998, 502). However, none of the approaches deal explicitly with the in-
fluence and significance of the customer for and on leadership. The only study that
examines specifically the possible customer leadership functions was done 20 years
ago by David Bowen (1983). Since this study can be regarded as an extension of the
substitute for leadership theory, it and its extension around the customer will be
examined in greater detail.

Substitutes for leadership

The substitute for leadership theory which goes back to Kerr and Jermier (1978) pro-
poses that certain variables can substitute for or neutralize leadership by managers and
other formal leaders and deals therefore with the limitations of interactional leadership
(Weibler 2001). These variables may work against a leader’s ability to exert either posi-
tive or negative influence over subordinate effectiveness and attitudes. In other words,
the objective to exert positive influence on the behavior of employees can be reached
with tactics other than interactional leadership (Weibler 2001, 337). The approach as-
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sumes that the real key to leadership effectiveness is to identify those important situ-
ational or contextual variables that may “substitute” for a leadet’s behavior, so that the
leader can adapt his or her behavior accordingly (Bowen 1983).

In the initial version of the model, Kerr and Jermier (1978) were mostly con-
cerned with identifying substitutes and neutralizers for supportive and instrumental
leadership (Yukl 1998, 273). The approach was further developed by Howell,
Dorfman, and Kerr (1986), who subsequently extended the taxonomy underlying the
theory and developed a set of statistical criteria for determining whether neutralizers,
enhancers, supplements, and/or substitutes for leadership ate operative in a particular
situation (Schriesheim 1997, 105). Moreover, several subsequent studies have found
that substitutes for leadership variables are significantly related to many forms of
leader behavior (cf. Dionne et al. 2002; Podsakoff/MacKenzie/Fetter 1993; for a
comprehensive review of the relevant research see Podsakoff, MacKenzie, Ahearne,
and Bommer 1995).

However, aspects of the theory remain, which have been neither tested nor sup-
ported, and it is premature to assess the theory’s validity and utility (Yukl 1998, 276).
The positive contribution the theory has already made is demonstrated by the impor-
tance of many of the leadership substitutes utilized in successful leadership methodolo-
gies such as commitment or employee satisfaction. Additionally, the theory has contrib-
uted to the awareness of other alternatives such as job enrichment or automation (How-
ell/Dotfman/Ketr 1986). The theory provides a framework for stimulating and organiz-
ing research on the substitutes themselves (Jermier/Kerr 1997) however is limited to
substitutes within organizational boundaties.

Customers as substitutes for leadership in service organizations

Based on the Kert-Jermiet’s substitute for leadership approach, Bowen (1983) focuses
in his study on the question, how the unique characteristics of service organizations
might result in customers acting as substitutes for leadership. He integrates customer
involvement into the process of service generation and examines the different sources
of guidance and support that influence the attitudes and performance of employees in
service organizations. According to Bowen, there are two possible ways to consider

this subject (1983, 50):

e First, customers may take the place of leaders as an interpersonal source of in-
strumental and supportive behaviors that matters most to the employee. Instru-
mental behaviors consist of telling employees what needs to be done and how to
do it whereas supportive behaviors focus on telling employees things that are
warming and self-worth enhancing.

e Second, customers can shape employees perception of the presence of enriched
task characteristics and therefore affecting indirectly the nature of tasks pet-
formed by employees.

Bowen’s findings on the hypotheses show that even though customers do not act di-

rectly as substitutes for leadership, they do influence employees to a similar or greater

degree than formal leadership, organizational formalization or professional orientation

(1983, 141£.). The task of management therefore consists in selecting a combination of
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formal leadership and potential substitutes for leadership - customer, subordinate,
task, or organization -which will exert the most effective and efficient influence on
employees. He concludes that customers can be an important source of influence in
service organizations that requires attention in the design of service organizations and
in the future work on leadership and its substitutes (Bowen 1983, I).

To date, even 20 years after Bowen’s study, we have found no further ap-
proaches, within the context of leadership research, which examine the influence or
importance of factors on leadership behavior beyond the organizational boundaries,
particularly from customers. Increasingly there is work being done on leadership be-
havior as an influential factor in the customer orientation of employees (Homburg/
Stock 2002; Hartline/Maxham/McKee 2000; Hutley/Hult 1998). Therefore the ques-
tion presents itself: Is it worthwhile and relevant for leadership research to examine
customers’ importance for and on leadership?

Before we confront this question, we first have to direct our view towards cus-
tomers. As customers interacting with service providers, by definition, are always in-
volved in service production, this involvement is crucial for customers’ influence on
the company. Subsequently both past and current developments of customers’ roles
and functions in the service production process will be presented as in the so-called
“customer involvement” process.

Customers as part of the service process — a review of the literature

The literature pays particular attention to the service characteristic of customer in-
volvement that is fundamental both in practical relevance and in its significance in a
service company’s success. Customer involvement can be defined as “the amount of
participation perceived by the consumer to be required to engage in a particular ac-
tivity or setvice” (Good 1990, 4). According to this definition, customer involve-
ment is dependent upon the type of service and customer’s needs. It is determined
by the customer’s role in the service process within which he should or would like
to play (Bitner, Faranda, Hubbert, and Zeithaml 1997; Good 1990). The spectrum
of customer involvement ranges from a passive customer participation, such as
physical presence, to a very high degree of customer integration where customers
partially or even predominantly take on the provision of a service themselves. In this
case companies are unable to effectively deliver the service results without custom-
ers’ cooperation.

Table 1: Development of customers as part of the service process

Degree of involvement | Major characteristics

Customer as partial Customers regarded as the main source of input uncertainty and as a
employee negative factor.

Customer as human Customers play a contributory role in limited areas in order to increase
resource productivity.

Customer as a source Customers actively co-create unique value for themselves defined by and
of competence for themselves.

Customer as innovator | Customers’ know-how and competence is transformed into new products
and services.

Open Source Organization and management of Open Source communities are customer
driven; companies becoming part of a customer community.
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As the literature synopsis illustrates, over time research into customer involvement has
won an enormous increase in dynamic, and a number of important approaches have
been developed and enhanced. An overview of the development of customer in-
volvement research is presented in the following sections (Tab. 1). The first two sec-
tions present a historical review, while the following sections point out current devel-
opmental trends in this area of research.

Customer as input uncertainty

Lovelock and Young (1979) were the first to argue that an increase in productivity in
the service industry can be achieved through a stronger involvement of customers in
the production process. In this context, Mills, Chase, and Margulies (1983) speak of
customers as “partial” employees. Implicitly here, is an expansion of the corporate or-
ganizational frontiers to include customers. Mills and Motris (1986) describe this ex-
pansion in such a way that the customer becomes a temporary member of or partici-
pant in the company. The customer’s involvement in the generation of services is re-
garded as the main source of input uncertainty (Argote 1982, 421; Bowen/Jones 1986,
428; Bowen/Schneider 1988, 54; Larsson/Bowen 1989, 213). All of the mentioned
works attempt to provide an approach as to how a company should best deal with this
input uncertainty. Customers are seen throughout as a “negative” source that must be
managed as efficiently and effectively as possible.

Customer as human resource

Bowen (1986) proposed a different approach to the involvement of customers and
describes how customers can be managed as internal organizational human resources.
This approach and the connected role of customers were meant to lead to an increase
in productivity by customers carrying out certain setvice operations themselves.
Thereby, management’s important strategic task is to define the optimal role for the
customer e.g. as a productive resource or as a contributor to quality, satisfaction and
value (Bowen 1986; Bitner et al. 1997). The main focus of this research is on provid-
ing customers with a contributory role, but only within a field defined or limited by
the company.

Customer as a source of competence

With today’s information and communication technologies, customers now have access
to practically the same information as companies. The eradication of the previously pre-
dominant information asymmetry between companies and customers has resulted in a
“shift of power” (Prahalad/Ramaswamy 2000, 81). Customers have become a new
source of competence and know-how (Gibbert/Leibold/Voelpel 2001, 117; Gurgul/
Rumyantseva/Enkel 2002, 5) which enable them to actively co-construct their own con-
sumption experiences through personalized interaction, thereby co-creating unique
value for themselves (Prahalad/Ramaswamy 2003). This co-created experience and the
value created through it is defined by and for customers themselves, as well as by their
interactions with a network of companies and communities. This implies that the com-
pany, too, may have to perform in a manner that will enable the customer to deal with
the service encounter as efficiently and effectively as possible.



Zeitschrift fir Personalforschung, 18. Jg., Heft 3, 2004
German Journal of Human Resource Research, Vol. 18, Issue 3, 2004

Customers, with their know-how and competence, will be able to make the fol-
lowing contributions to a company (Gibbert/Leibold/Voelpel 2001, 112):

e Image-enhancing customers: they assist a firm in finding new customers.
e  Organization-enhancing customers: they improve internal structures by demand-
ing state-of-the art solutions.

e Competence-enhancing customers: they improve the level of organizational com-
petencies by challenging a company’s employees with new and demanding
projects, enabling the employees to learn.

Customer as innovator

An active co-construction by customers can also be applied to the development of
products and services. Thus customers become innovators to the benefit of their pro-
viders. The principle idea is that companies make a tool kit available to their custom-
ers, enable the customers to take part in the configuration of new developments or
even to create their own designs (Thomke/von Hippel 2002, 51-52; Fuller/Miuhl-
bacher/Rieder 2003, 36). This saves companies costly and time-consuming redesign
cycles whilst innovations are simultaneously adapted to customers’” wishes and ideas.
Another approach to transforming customers’ know-how into innovations is
proposed by Ulwick (2002): Successful innovation configuration requires information
from customers. Since customers are only familiar with what they have actually
experienced, they should not be asked for solutions or features of products or services
but for outcomes. Customers should define what they expect the product or service to
do for them. The outcomes described enable the company to uncover opportunities
in the areas of product development and market segmentation, and to improve
competition analysis (Ulwick 2002).

Company integration into customer communities

Whenever customers are regarded as a source of competence or as innovators, they
only become involved in new developments under the “supervision” of or in collabo-
ration with a company. In Open Source projects, however, in which leadership and
goals are not company driven, customers appear primarily as the real innovators.
Apart from self-organization and self-management, the community idea constitutes an
additional pillar of Open Source projects (von Hippel 2001; von Krogh 2003). The
members of an Open Source community are developers, manufacturers and consum-
ers of their own products and services.

Companies are faced with the question as to how they can include and thus utilize
the Open Source movement in their business model. Successful examples are Red
Hat, which offers support for a variety of Open Source software, and IBM, which
now equips its hardware with the Linux operating system. The increasing contribution
of customers, primatily of organized communities (Prahalad/Ramaswamy 2000) fos-
tered by the latest developments in communication technology has changed the rules
for gaining competitive advantage. A company’s socialization by way of customers’
influence has turned into an issue having crucial impact on the company’s competi-
tiveness. The interaction with community systems has therefore become a key factor

for success (Maas 2001; Maas/Graf 2003).
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Key elements in the recent development of customer involvement

o Stronger focus on customer needs: from product to customer orientation

The development demonstrates the urgent necessity of a shift towards customer-
oriented service generation within the customer involvement approaches. In order to
remain competitive and establish the potential for differentiation, it will become in-
creasingly more important to place customers’ needs and expectations in the fore-
ground. Therefore customer involvement must not only create positive results for
companies but primarily create value for customers and satisfy customers’ require-
ments.

o Customers assume new roles and functions

“Modern” consumers assume new, active and multidimensional roles. Apart from the
traditional customer functions regarded as dominant by companies — those of the de-
mander and of the yield and cost factor — customers can be engaged in additional
functions (Lehmann 2001), which are of growing significance to the company: the role
of collaborators, co-developers, co-innovators and as soutce of competence and
know-how.

o The interaction and communication between customers and companies becomes crucial

The communication process and design of the relationship between customers and
companies has become a primary challenge. In order to better recognize customers’
requests and needs, so that customers can exercise new roles and functions, compa-
nies must become partners in customer systems. Only effective and efficient commu-
nication and interaction between customers and employees, but also between custom-
ers and companies can make a successful customer involvement possible.

o Shift of power to customers and communities

More and more often customers, as well as, whole communities, are in positions of
gaining company relevant power potential. New information and communication
technologies enable customers to take on tasks, as well as, roles and functions better
and more quickly than companies could do themselves. New media enable customers
to collaborate, exchange and organize themselves. Moreover, customers can form co-
hesive communities in order to interact with companies, and exert (positive or
negative) influence.

Customer involvement in the context of leadership

The new developments in customer involvement demonstrate that services with par-
ticularly intensive and personal contacts lend themselves to situations where custom-
ers take on very powerful roles. This may occur, usually, but not always unconsciously,
through direct interaction with and feedback to employees. This predominantly affects
customer contact employees as they have the task, to take on a boundary spanning
role between organizations and customers. So employee’s behavior is strongly aligned
to customet’s expectations. In many situations the direct influence and behavior of
supervisors could be even almost nonexistent: “Employees may value guidance and
support from their customers more than from their superiors.” (Bowen 1983, 51)
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The requirements for centering business activities on customer wishes, needs, and
goals, are partially satisfied by customer-oriented services, processes and employees. A
corresponding leadership and company culture is also necessary. The leadership’s
principles and values must not only be compatible with those of the customers and
communities, but also should focus on those of the customers. These customer values
will have great impact in the development of a customer-oriented leadership culture.
Customers can contribute significantly to successfully anchoring their values in the
precepts of both the company and its leadership, through direct and intensive rela-
tionships with customer contact employees, particularly within the realm of personal
services. The more the customers are integrated in the value creation process and the
more concentrated the focus on specific customer groups and/or communities, the
more successful this anchorage will be. The company has, therefore, the opportunity
to allow the expectations and attitudes of customers with regard to the company to in-
fluence both employees and services.

Figure 2: Leadership Relationships in the Service Triangle

Customer

T P

L 4
Company

= indirect, structural leadership

= direct, interactional leadership

Transferring this, from the background of an integrated service management under-
standing, to leadership, it is not sufficient to limit the concept to interactional and
structural leadership within the company’s boundaries. Rather it must be taken into
consideration that customers exert influence on employees directly and indirectly, and
may also indirectly influence leadership and organization (in Fig. 2 symbolically repre-
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sented by “Company”). However, employees are not to be regarded as object to be in-
fluenced by both company and customers, but instead they are to be included as indi-
rect and structural leadership references.

The leadership triangle (Fig. 2) illustrates the stressed relationship in which em-
ployees find themselves. Employee behavior is influenced both directly and indirectly
not only from the company but also its customers.

Customers assuming leadership functions

In a functionalistic viewpoint of leadership, the apparently independent individual is
no longer the center of attention but instead the superordinate system. With regard to
the role of leadership this means that the institution of leader(ship) is not indispensa-
ble and irreplaceable for the existence of a system. The functionalistic approach as-
serts that there are functional equivalents for leadership (Neuberger 2002, 327).

Furthermore, it would be very risky for a social system, such as a company, to
depend on only one controlling entity, and that being one of personnel. Important
system functions are redundantly safeguarded, so that, for example, interactional lead-
ership is assured, supplemented, compensated or limited by structural controls such as
rules, institutions, and values. Thus there is an abundance of substitution for leader-
ship. For the role of leadership, this implies that leadership functions can be assumed
by other persons or instances, e.g. by those being led (empowerment, entrepreneur-
ship), by experts (e.g. controlling), by technologies and programs, by hierarchies of
values (e.g. the corporate culture) and even by customers (Neuberger 2002, 329).

Which leadership functions can customers exercise by influencing boundary
spanners and their management through controlled behavioral demeanor? According
to Weibler there are three central leadership functions in organizations (2001, 114)
The functions that customers can assume are described and exemplified as:

o Bebavior selection — decision over corvect and organization normed behavior

Today customers have almost the same access to information as the companies with
whom they are dealing. Also, they have the possibility to exchange and organize them-
selves worldwide with other customers using the Internet. In many areas, customers
are now in the situation to precisely express what is wanted or what is explicitly un-
wanted. This exact request can then be conveyed to employees and companies
through interaction. For example, many patients acquire information before visiting a
physician or hospital. Experts or others afflicted with similar symptoms then inform
these patients as to their possible illness as well as any possibilities of treatment.
Sometimes these new patients are better informed than physicians are about specific
aspects. Therefore there are completely new expectations and requirements on the
medical profession for advice and demeanor.

o  Behavior stabilization — incorporation of bebaviors by preventing undesirable and assuring
desirable conduct

Customer contact employees are, due to their boundary spanning role, exposed to a

slew of role conflicts and role ambiguities (Parkington/Schneider 1979; Singh/Rhoads

1991; Singh 1993; Schneider 1994; Chebat/Kollias 2000), if they attempt to satisfy

both the requirements and expectations of their supetrvisors and customers. This can
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be demonstrated by an example from the financial services industry. While customers
expect an optimum of need fulfillment based on an independent consultation, the
company is interested in the sales of its own, most profitable products. The decision,
what expectations are met and to what extent they are met, is left alone to the em-
ployee. The more intense the interaction between employees and customers and the
more rigorous the customer involvement in the service production, the greater the
impact of positive feedback and customer satisfaction will be on the behaviors of em-
ployees. If those involved are arranged in long-term relationships, as is often the case
in banks or insurance, or should customers or communities reveal a power potential
for the employee (with new additional knowledge or relevant purchasing power), em-
ployees will adapt their own behavior aligning it with that of the customer to assure
the desired customer response.

®  Bebavior modification — causing certain types and dimensions of desirable bebavior by way of
triggering and controlling or (new) development of bebhavior

If employees co-operate intensively with customers (groups) over longer periods of
time, as for instance consultants with long-term consulting projects or auditors with
large mandates, the obligation to modify behavior is great. The consulting companies’
organizational norms are forced into the background through the constant direct in-
teraction with customers, working in the customer’s world (physically, psychologically,
and emotionally) and the absence of the direct influence of the supervisors. Orienta-
tion and alignment of customer-defined “correct behaviot” gains in significance and
neutralizes or substitutes original behaviors. Employee behavior is therefore modified
directly and indirectly not only from the company but also its customers. Leadership
and customer goals can strengthen or mutually supplement one another, if they are
congruent. However, they can be opposite and contradictory and thus bring employ-
ees in conflict with leadership or their roles.

Implications for leadership research

In his study on customers’ relevance for leadership, David Bowen (1983), came to the
conclusion, “that customers can be an important source of influence in service organi-
zations. This fact requires attention in the design of service organizations and in future
work on leadership and its substitutes.” (1983, I) The analysis of customers’ influence
on service companies with the central service characteristic of customer involvement
has shown that the importance and influence of customers on service creation and
service companies has explicitly increased. The relationship between customers, em-
ployees and companies has achieved a new level of quality in which all involved are
confronted with new challenges. Our explorative study illustrates the wide spread and
important consequences for leadership.

In the last few years the complexity of leadership has grown significantly. This
has led to a multitude of new and enhanced leadership approaches. The inclusion of
the customer, as a relevant reference and extension of leadership beyond the organiza-
tional boundaties has all but been avoided. However this inclusion would have been
possible within some integrated, structural or systemic leadership approaches.

In practice, customers are increasingly becoming a part of the service creation
process with new roles and functions. Described as a “shift of power” (Prahalad/
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Ramaswamy 2000, 81) away from the company and towards the customer significantly
increases the importance of customers on and for leadership. The potential for direct
and indirect customer influence on the behavior of employees, particularly boundary
spanners, has risen notably. It is not only limited to the employee but comprises the
leader as well who cannot insulate himself from it.

With this, customers can increasingly strengthen, complement but also thwart
leadership functions in management or in the organization. At the same time the ques-
tion surfacing to leaders is what (service) functions towards the customer they can as-
sume. This question goes even beyond the ideas discussed in the literature of “servant
leader”. In the future leadership will be forced to meet the challenge of otienting itself
to customer needs and asking the question as to how it can create value for customers.

The presented conceptional models, which must in this stage be rather specula-
tive in nature, have thus far had little empirical support. The numerous questions deal-
ing with the inclusion of customers in leadership roles opens an entirely new field of
research, which requires empirical examination. Below some of the central questions
are listed:

e In a set of empirical investigations a positive correlation was found between em-
ployee and customer satisfaction (Homburg/Stock 2001; Schlesinger/Heskett
1994; Heskett 1987). The subject of the investigations was the influence of em-
ployee satisfaction on customer satisfaction. What effect does this perceived cus-
tomer satisfaction have on the behavior of employees, what impact does this have
on supervisors’ leadership?

e The customers assuming leadership functions can cause role ambiguities, and
thereby create a potential for conflict in the vatious relationships in the leadership
triangle. What kind of conflicts can develop between internal and external leader-
ship sources? How can leadership conflicts between customers, employees and
management be recognized and mastered?

e By which combination of direct/indirect leadership and potential substitutes for
leadership employee behavior can be influenced most efficiently and most effec-
tively?

In order to initiate work on these new questions within the context of leadership re-
search, researchers are called upon to extend the context of leadership concepts be-
yond organizational boundaries. These ideas offer themselves to extending well-
founded leadership research approaches, for example empowerment or intrapreneur-
ship. Here special attention must be given to fulfilling important prerequisites such
that not only employees but also customer can take on leadership functions. Addition-
ally, these ideas can be included in research results from other research disciplines,
above all marketing research, which is strongly associated with new customer roles
and functions. So, there is a big opportunity to bring together two usually separated
worlds for a fruitful progress in research and practice.
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