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ABSTRACT 

Internal service encounters facilitate the benefits brought to the firm by external service 

encounters. However, we lack understanding of internal service encounters in non-Western 

contexts. This study develops understanding of the internal service encounter in the distinct 

culture of the Chinese. Data is in the form of critical incidents (n = 526) that coded to 1,373 

judgments. Results reveal nine categories that explain internal customers’ judgments of internal 

encounters. The findings reveal the relational orientation, prevalent in Chinese culture, and this 

forms the basis for exploratory modeling of underlying mechanism of the internal encounter.  
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UNDERSTANDING CHINESE INTERNAL SERVICE QUALITY: CYCLE OF (DIS)SATISFACTION 
INTRODUCTION 

Chinese culture bases on Confucian values found in China, Hong Kong, Taiwan, Singapore and 

Korea (Hofstede and Bond, 1988, Rarick, 2007, Yau, 1988). This represents nearly a fifth of the 

world population and holds growing economic importance and relevance (Javalgi and Martin, 

2007). Chinese culture inherently defines individuals through their relationships with others (Joy, 

2001, Ho, 1982, Luo, 1997). These networks of relationships are guanxi in which harmony is an 

obsession (Yang, 1995) and “propriety is the sole measure of virtue” (Oh, 1991 p.48). This 

relational emphasis is unique and distinct to Chinese culture (Bell, 2000, Bond, 1986, 

Trompenaars and Hampden-Turner, 1997). 

Deepening understanding of internal service in this context is important for both researchers and 

managers. Executives and researchers know internal service encounters enable effective external 

delivery of service (Gremler et al., 1994, Heskett et al., 1994, Johnston, 2008, Lings and 

Greenley, 2005). The important relationship between internal and external service remains 

relevant in a Chinese context (Xu and Heijden, 2005). However, while research on service 

encounters in non-Western settings is limited (Raajpoot, 2004) it is virtually nonexistent for 

internal encounters in this globally significant culture. Consequently, examination is important 

and justified (Gremler et al., 1994, Johnston, 2008).  

Culture’s role in service theory expands our understanding (Imrie et al., 2002, Smith and 

Reynolds, 2002, Stauss and Mang, 1999, Donthu and Yoo, 1998). Extant research reveals 

Chinese culture affects formation of service expectations (Laroche et al., 2005), recovery 

(Mattila and Patterson, 2004) and evaluations of external service quality (Feinberg et al., 1995, 

Imrie et al., 2002, Stanworth, 2009). The deterministic relationship between internal and external 

encounters implies a culturally based explanation of internal service quality. Consequently, 

theory needs to extend to this context (Zhang et al., 2008); the operation of the internal encounter 

in Chinese culture. 

We use a qualitative approach to identify dimensions that internal customers in Chinese contexts 

use to assess encounter quality. Their marked difference from existing research reveals their 



cultural origins. By integrating these dimensions into a model of (dis)satisfactory encounters we 

reveal the underlying relational (guanxi) mechanism in the encounter. 

INTERNAL SERVICE 

Extant research on internal service derives its theoretical foundation from the internal marketing 

concept which diverse interpretations exist (Kang et al., 2002). Broadly, it involves creating 

market conditions in a firm in order to meet customers’ needs (Ballantyne et al., 1995) by 

transferring methods from external marketing to the internal market (Brooks et al., 1999). 

Internal marketing rests on two foundational issues: general facilitative conditions and the 

quality of internal service in organizations (Schneider et al., 1998).  

General facilitative conditions are internal elements that enable customer satisfaction (Heskett et 

al., 1994, Schneider and Bowen, 1985, Hallowell et al., 1996). This suggests treating jobs as 

internal products (Sasser and Arbeit, 1976) with internal customers whose needs require 

satisfying (Berry, 1984, Berry and Parasuraman, 1992). Applications of human resource policy 

and practice (Schneider and Bowen, 1993) close gaps between what is provide and what internal 

customers’ need (Zeithaml et al., 1988). 

Quality of internal service relates to customers (Grönroos, 1981) and providers of service 

(Brooks et al., 1999) whose interactions are internal service encounters (Gremler et al., 1994). 

Just as, business-to-business external encounters are important because they are frequent, 

facilitate relationship and involve complex knowledge and resource sharing (Jayawardhena et al., 

2007), so are internal encounters. These encounters encompass service chains of customers and 

providers (Alexandros, 2001, Heskett et al., 1994, Lings, 2000) who are individuals, processes or 

departments (Stauss, 1995a, Johnston, 2008). Internal encounters respond directly to end 

customer needs or indirectly facilitate their delivery (e.g., the human resource department’s (HR) 

provision of training or the IT departments’ systems support to HR) (Brooks et al., 1999, Stauss, 

1995b). Practice reveals gaps, where; “over time these groups grow apart, each expert at their 

own function, but less aware of the other's contribution” (Griffin and Hauser, 1996 p.2.). These 

gaps extend to tribal warfare (Auty and Long, 1999, Gummesson, 1991) as internal perspectives 

dominate over external ones (Johnston, 2008). Understanding internal service quality and 



(dis)satisfaction provides managers with opportunity to reduce these gaps and positively 

influence internal service quality.  

INTERNAL SERVICE QUALITY AND (DIS)SATISFACTION 

The literature provides two perspectives on measuring internal service quality (Table 1). The first: 

external measures of service quality are relevant. This assumes external customer expectations 

relay internally (e.g., Zeithaml et al., 1990 - SERVQUAL hearafter SQ, Brooks et al., 1999). 

Studies either confirm SQ relevance (e.g., Young and Varble, 1997, Vandermerwe and Gilbert, 

1991) or apply SQ’s conceptual structure to measure expectations-perceptions gaps(e.g., Frost 

and Kumar, 2001, Large and König, 2009). 

Of particular relevance is Kettinger, Lee and Lee’s (1995) application of SQ to internal services 

in Chinese cultural settings. They only find empathy and tangibles relevant to these contexts; 

their analysis fails to reveal reliability, responsiveness and assurance. They conclude, “an ‘Asian 

factor’ must be considered” in developing internal service quality (Kettinger et al., 1995 p.582). 

The second: internal service quality is inadequately defined. Limited research on internal service 

leaves internal service quality inadequately defined (Reynoso and Moores, 1995, Kettinger and 

Lee, 2005). Consequently researchers apply qualitative approaches to confirm and extend SQ’s 

dimensions (e.g., Brooks et al., 1999, Alexandros, 2001, Finn et al., 1996, Bruhn, 2003). A 

summary of both perspectives (Table 1) reveals consensus lies on the relevance of reliability. 

Internal (dis)satisfaction is important as it conceptually relates to external customer 

(dis)satisfaction (Nagel and Cilliers, 1990). Gremler, Bitner and Evans conceptually relate 

external (dis)satisfaction to employees’ behaviors (Gremler et al., 1994). Another perspective 

reveals the explanatory power of attribute impact on (dis)satisfactory outcomes (Vargo et al., 

2007). Cadotte and Turgeon (1988) classify satisfiers, dissatisfiers, criticals and neutrals to 

effectively coalesce prior theory (Vargo et al., 2007). Satisfiers lead to positive perceptions while 

absence or indifferent performance does not dissatisfy. Dissatisfiers lead to negative perceptions 

but increasing performance does not lead to satisfaction. Criticals provoke positive and negative 

perceptions while neutrals evoke no customer evaluation. Terminology varies, but this 

perspective explains the impact of service quality on external customer (dis)satisfaction 

(Johnston, 1995b, Stanworth, 2009). The relative impact of attributes also varies.  



Table 1 Studies of internal service quality 
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Reliability: Providing internal service as required 
(including information) on time and correctly.          

4  

On time: The service is delivered when promised            
Responsiveness:            
Promptness: The ability to provide the service promptly 
responding rapidly to service requests. +            

Flexibility: The willingness of the unit to respond flexibly 
to unexpected situations.           5  

Customization            
Tangibles: The condition and appearance of facilities, 
equipment, materials and written information of the unit            

Assurance:            
Professionalism: The skills, knowledge and experience 
unit members need to give service and advice       

2    
2 

Helpfulness:  The unit’s willingness to help in a courteous 
and approachable manner.        3    

Consideration: The understanding, recognition, trust, and 
honesty of the unit towards the internal customer          


6  

Courtesy            
Access            
Empathy:            
Communication: To inform and consult internal 
customers on progress, problems or significant changes             

Understanding the customer            
Preparedness: The internal organization and resources the 
units needs to provide service            

Confidentiality: The unit’s handling of confidential 
information and delicate situations            

Proactive decision making: Management of the internal 
supply operations to met internal customer needs       

 
    

Attention to detail: The internal supplier’s ability to 
provide detailed and accurate information        

 
    

Cost: The service cost is appropriate            
Within budget:  Cost of the service does not exceed its 
expected price       

 
  7  

Leadership: Management direction to employees for 
problem solving, or dealing with new or unusual problems            

Cost transparency            
Transparency in services offered            
Conscientiousness: prompt responses, flexibility and 
performance under adverse circumstance            

Added value generated            
KEY 1. Indented as a sub-dimension of SERVQUAL;  Complete fit to SERVQUAL;  Partial fit to SERVQUAL; 2. 
Labeled competence; 3. Labeled friendliness; 4. Labeled as dependability; 5. Part of professionalism as responsive 
to internal units requests of external customers; 6.Includes giving advice and holding realistic expectations; 7.Part 
of professionalism as efficiency  



The “disproportional emphasis on the negative response” (Giese and Cote, 2000 p.13.) means the 

impact of dissatisfaction is greater than satisfaction (Anderson and Mittal, 2000, Kahneman and 

Tversky, 1979, Vargo et al., 2007). This study provides an opportunity to explore the attribute 

level impacts of internal service quality on internal (dis)satisfaction.  

The extant literature reveals directions and limitations. This article’s contribution fits the context 

of internal marketing and the role internal encounter service quality plays on achieving 

(dis)satisfactory outcomes in a Chinese context. Our lack of understanding in this area leads to 

two questions: (1) What dimensions represent judgments of internal encounter quality? (2) How 

do these dimensions relate to internally (dis)satisfactory outcomes? 

METHOD 

We applied a qualitative approach to this exploratory examination of the phenomenon of internal 

service in the Chinese context. A pilot study led to the main study. The pilot study provided the 

opportunity to consider the willingness of respondents to share negative perceptions, as 

individuals in Chinese culture avoid expressing dissatisfaction, particularly about others (Gong, 

2003, Yau, 1988). It was also necessary to ensure the relevance of the internal service concept to 

the Chinese cultural setting. Purposive sampling criteria (Patton, 2002) drew interview 

respondents as managers and from mid-large firms (250+ employees: large enough to have units 

providing internal service).  

Analysis of the ten interviews showed frank and negative perceptions (“senior employees refused 

to learn new things,” customer service manager; “R&D made a bad design and the next process 

cannot fabricate the parts clearly,” marketing and sales manager). Findings showed the relevance 

of the internal service concept (“We have to cooperate with the sale department. Before they sign 

a contract with the customer they need to ask our department whether we have enough capacity 

for this order,” customer service manager; “Departments are not harmonious. It makes a huge 

gap between departments,” marketing and sales manager). Respondents referred to: assistance, 

conspiring against others, respect, procrastination, speed, cooperation and relationship. These 

differ from (Western) studies (Table 1) and warranted further study. 

The main study adopted the critical incident technique (CIT) (Flanagan, 1954) as appropriate for 

exploratory service research into the multidimensional nature of encounters generally (Bitner et 



al., 1990, Gremler, 2004, Meuter et al., 2000) and internal, specifically (Gremler et al., 1994). 

Using CIT brought the advantage of reducing cultural influences in data collection by drawing 

on natural responses to actual events (Stauss and Mang, 1999). Critical incidents (CIs) are 

expressed in the form of short stories that illustrate how the focal point is positive or negative as 

relates to topic of study (Bitner et al., 1990). We adopted Gremler et al.’s (1994) criteria for a 

valid CI, i.e., it was: an internal service provider-customer interaction, a discrete (dis)satisfying 

episode for the internal customer, understandable to the researcher and reported by the person 

receiving the service. 

Instrument development. The draft instrument drew questions from Strauss (1993) and Gremler 

(1994) and pilot tested with 18 respondents who worked in organizations with 250+ people. 

Respondents found difficulty with free response questions over the commonly accepted tick box 

format. Redesign of the CIT form involved separating some questions into parts to create more 

structure and formatting more parts for tick-box completion. The second pilot found respondents 

more receptive and able to easily complete the instrument. Some respondents reluctantly 

provided detailed negative critical incidents (CIs). Internet responses were therefore incorporated 

in data collection, as the anonymity of online surveys leads to candid insight (REF).  

The CI instrument, in the Chinese language, started with an introduction to the researcher and the 

purpose of the research. Then respondents were asked to give their job title, main areas of 

responsibility, and to identified departments which they had frequent contact, including reasons 

for the interaction. Next, the form asked respondents for both (dis)satisfying experiences. The 

following questions helped respondents describe their incident: 

 Please describe what exactly happened where you were in (dis)satisfying service or support 

from the department co-worker. Try to include enough detail so I can follow the situation 

you are describing.  

 How did they react? What did they say or do?  

 What was the final outcome of this experience? The questions oriented respondents towards 

internal interaction while avoiding bias and lead to a systematic description of the CI. In the 

next section respondents gave the timing of the incident and demographic information.  



Sample. Following a purposive and heterogenous sampling technique (Patton, 2002) respondents 

were in an internal customer-supply relationship in firms of 250+ employees from different 

industry sectors. This diverse approach to sampling offers the possibility of developing generic 

insights about the topic of interest (Bitner et al., 1990, Parasuraman et al., 1985). 

Meetings identified respondents from executive MBA programmes in two national Universities 

who satisfied the sampling criteria (n = 152). We reformatted the instrument for online data 

collection and uploaded it to a paid hosting service of a national telecommunication company. A 

purpose snowball sample used existing contacts to generate respondents that satisfied the 

sampling criteria. This approach appears affective in Chinese culture as it employs the 

relationship orientation (Hwang, 1987) (n = 173). A total of 325 respondents resulted in 647 CIs 

and this exceeds 228 (Alexandros, 2001) and 251 (Gremler et al., 1994) in other CIT studies of 

internal service. Of these a total of 121 of responses either involved contact with external 

customers or were vague. These were not valid incidents (see above) and their removal left 526 

CIs for analysis: 271 depicting satisfactory and 255 dissatisfactory encounters.  

Respondents almost equally split between male (51.4%) and female (48.6%). Of these the 

majority were in the 26-35 (46.5%) and 36-45 (29.8%) age ranges with 9.2% older (46-56). 

Their positions were frontline staff (62.2%) and managers (37.8%) with company tenure of less 

than one year (19.4%), one to five years (41.5%) and more than six years (39.1%). Respondents 

also represented a cross section of sectors: traditional manufacturing (68), high technology 

manufacturing (62), financial institutions (54), services company (39), government institution 

(37), insurance (17), medical treatment (16), trading (12). The remaining 20 allocated to other 

sectors. 

Analysis. The unit of analysis is either the entire CIT (Bitner et al., 1990, Flanagan, 1954, Meuter 

et al., 2000) or discrete elements within it (Johnston, 1995b, Keaveney, 1995). CI in this study 

averaged 75 words in length and this this rich detail in the CI represents the multiple “moments 

of truth” or critical judgments in the encounter (Normann, 1984). We elected to analyze these 

discrete judgments within the CI since this could maintain the specificity within the data 

(Keaveney, 1995). So, for example, if a CI that described an internal customer who was treated 

with consideration and warm behaviors then this coded to two judgments, i.e., “ke chi” and “chin 

chieh”.  



The aim of the coding process was to develop answers to the research questions from the data 

whilst maintaining as much rich detail and comprehensive insight as possible. The first 

researcher prepared the data for analysis and input it into the qualitative software program Xsight. 

This process of typing and reading creates immersion and themes start to emerge from the data 

(Strauss and Corbin, 1998). The researcher assigned data to the emergent codes. In CIT analysis 

an extended list is reduced through a systematic and iterative process of (re)forming codes and 

(re)assigning data based on the logic of respondent answers (Keaveney, 1995). Our analysis led 

to 1,373 critical judgments. This represents a ratio of 2.6 judgments per incident which is less 

than Keaveney’s (1995) (1 : 4.2) but more than Johnston’s (1995b) (1 : 1.5). 

Next, a second researcher fitted the judgments to the codes developed by the first researcher. The 

researcher was invited to create new codes if required, as an effective coding process should be 

unambiguous, explicitly defined and mutually exclusive (Saunders et al., 2007). In order to 

verify this, we conducted interjudge reliability checks, which indicates the degree to which 

different judges fit the same data to the same codes (Butterfield et al., 2005, Gremler, 2004). An 

agreement above 80% supports the validity of the categories (Gremler, 2004). In our study, the 

two researchers compared their categorization of the judgments to the codes. Those categories 

with an agreement of less than the 80% threshold were focuses of discussion to improve category 

consistency. They gradually resolved their differences and reached consensus on assignment of 

the judgments to the emergent nine categories.  

Two new judges, graduate students, then sorted the judgments into the codes created by the two 

researchers. Recalculation of the interjudge reliability check enabled discussion to resolve 

differences and ensured all codes exceeded the required agreement threshold. Finally a third 

judge, who had not participated in the previous analysis, made a final sort of the judgments to 

codes. A final calculation of interjudge reliability was very satisfactory: 87% and 84% agreement 

for (dis)satisfying judgments, respectively. 

Perreault and Leigh (1989) suggest an alternative measure of reliability of categorization of data 

in qualitative research, where a figure over 0.70 represents a “reasonable value for exploratory 

work” (Gremler et al., 1994 p.42). In our study, their measure, Ir, calculated as 0.88 for 1,373 

judgments across 9 categories. These satisfactory measures of reliability provide confidence that 



the coding structure accurately reflects internal customers’ judgments about internal encounters 

in a Chinese context. The final coding is in Table 2. 

Table 2 Coding structure of internal service quality in a Chinese context 

Dimensions 
Satisfying incidents  Dissatisfying incidents  Total 

N of 
critical 

judgments 

% of 
critical 

judgments 

% of 
critical 

incidents 

 N of 
critical 

judgments 

% of 
critical 

judgments 

% of 
critical 

incidents 

 N of 
critical 

judgments 

% of 
critical 

judgments 

% of 
critical 

incidents 

1. Attitude 107 15.9% 33.2%  106 15.1% 31.8%  213 15.5% 32.5% 
2. Shared 

 

105 15.6% 33.2%  196 27.9% 51.0%  301 21.9% 41.8% 
3. Competence 99 14.7% 33.9%  100 14.3% 31.0%  199 14.5% 32.5% 
4. Relationship 84 12.5% 25.5%  103 14.7% 29.4%  187 13.6% 27.4% 
5. Promise 88 13.1% 26.9%  96 13.7% 30.6%  184 13.5% 28.7% 
6. Sharing 83 12.4% 27.3%  -    83 6.0% 14.1% 
7. Assistance 106 15.8% 33.9%  -    106 7.7% 17.5% 
8. Work 

 
- - -  65 9.3% 19.6%  65 4.7% 9.5% 

9. Processes - - -  35 5.0% 12.2%  35 2.6% 5.9% 
            
Total 672 100.0%   701 100.0%   1373 100.0%  

CHINESE INTERNAL SERVICE ENCOUNTER QUALITY 

The findings reveal nine main dimensions of Chinese internal encounter service quality. The nine 

dimensions represent a significant departure from the extant literature (Table 1). A review of the 

categories follows (See also appendix).  

Attitude. In high context environments, such as Chinese, signals provide meanings that 

individuals’ cultural identity allows them to decode (Hall, 1992). In the internal encounter the 

dimension of attitude reveals underlying meanings. Unwillingness to fulfill internal service 

requests signal through a range of strategies; straight refusals are rare (Yang, 2008). A lack of 

desire to help develops from evaluations that an internal provider approaches a task 

inappropriately, sloppily and unwillingly (i.e., fu yen - 敷衍), with displays of cold attitude and 

being inhospitable (bu ke chi - 不客氣). By contrast, willingness to provide internal service 

signals from friendliness and a sense of closeness (chin chieh - 親切) that indicates an interest in 

maintaining connection with others (Imrie et al., 2002, Stanworth, 2009).  

Shared understanding concerns the group. Groups, focal to all activities, rely on the norms of 

compromise (Yau, 1988) and conformity (Hwang, 1982, Ma and Smith, 1992, Hofstede and 

Bond, 1988). Compliance with these norms relates to evaluating our shared understanding and 

this reflects the sense of group. A dominance of self interest, a lack of understanding of different 



perspectives, findings excuses and lack of consensus represents little compliance with group 

norms and are negative judgments formed by internal customers. Likely these reflect a selfish 

(groupish) orientation to a department over the wider group with overtones of an out-group 

mentality. Judgments of internal suppliers as considerate, empathetic, developing consensus and 

a shared objective fit a collectivist preference for aligning individual goals to the group (Triandis 

et al., 1988). 

Competence shares some aspects of professionalism (Table 1) with a focus on the skills, 

knowledge and experience of team members. However, the Chinese context emphasizes 

judgments on devotion to supervisor evaluation and taking responsibility for work. This reveals 

an individual’s sincerity (Chen and Chen, 2004), integrity or genuineness (An, 2004, Tao, 2005) 

towards others’ interest which enables development of interpersonal trust (An, 2004, Chen and 

Chen, 2004, Tao, 2005).  

Relationship reveals the deep significance given to interpersonal harmony. Other studies refer to 

courtesy in contacts (Table 1). However, in the Chinese context judgments place harmony 

integral to the relational process. Research shows harmony enables social order (Yang, 1995) as 

individuals respond to each other in “mutually promoting, mutually complimenting and mutually 

stabilizing way[s]” (Li, 2006 p.584). Judgments about harmony describe a sense of personal 

connection, which derives from on an unspoken consensus (默契). In contrast, disharmonious 

relationships derive from invisible hatred (有心結), as superficial accord masks expressions of 

criticisms in the other’s absence, revealing bad emotions and even quarrels.  

Promise. Extant research emphasizes internal customers’ evaluations of timeliness as reliability 

(Table 1). Judgments in a Chinese context also concern timeliness but emphasize the internal 

(in)efficiency of work processes and systems in dealing with or avoiding causing complaints to 

in- or external customers. Complaints potentially involve loss of face (Ngai et al., 2007) for the 

provider by projecting an image of ineffectiveness and for the customer as lack of respect (Bond 

and Hwang, 1986, Hu, 1944). This reveals that promise incorporates a sense of smoothness with 

concern to avoid interpersonal dissonance. 

Assistance. Judgments concern others’ demonstrations of empathy when helping to complete 

tasks and reciprocating prior favors given. Demonstrations of empathy and reciprocity are 



renqing (Hwang, 1987) and underlie the mechanism of guanxi (Wang, 2007, Joy, 2001). Internal 

customer assessments also concern cooperation to solve problems improve processes and reduce 

costs through effective coordination. Coordination involves sacrifice, often of time, to fulfill 

requests. This represents subjugation of personal to ingroup goals (Triandis et al., 1988) and is 

integral to maintaining interpersonal connection (Hwang, 1982, Yau, 1988).  

Sharing. Internal customers’ concern with demonstration of professional knowledge and 

exchanging thoughts: bringing relevant analysis, expertise and anticipating information needs for 

learning or to create results. Chinese resist sharing with outsiders (Hwang, 1987). Consequently, 

judgments on sharing reveal ingroup status.  

Work loading. In other research aspects of work loading relate to access and the ability to 

connect with and pass information to other departments (Table 1). Chinese internal customers’ 

judgments of quality concern availability (short staffing, poor scheduling) and protective 

approaches (defensive positions and an unwillingness to help). This combines access with 

approaches designed to harmoniously resist requests. The fact that typical paternalistic 

management styles lack “superior-to-subordinate obligations has led to parental [management] 

behavior patterns which sometimes border on the sadistic” (Oh, 1991 p.49). The emphasis on 

workloading also likely relates to departmental optimization of resources over process needs 

(Johnston, 2008); the department ingroup takes precedent over the wider other departmental out-

group (Triandis et al., 1988). 

Process. Judgments concern unclear job duties  and inflexible, demanding and unfriendly 

bureaucratic processes. This represents reverse quality, i.e., a greater prevalence of the attribute 

builds dissatisfaction and vice versa (Löfgren and Witell, 2005). In a Chinese context social 

harmony and connection takes precedent over rule adherence (Hofstede and Bond, 1988), unless 

relationship bonds are considered weak, where rules and procedure are then emphasized (Hwang, 

1987, Yang, 1995). 

SUMMARY OF FINDINGS 

The nine dimensions of Chinese internal service quality are an important advance in our 

understanding of the Chinese internal service encounter. However, categories alone do not 

adequately explain the internal encounter in this context. The extant literature founds on Western 



evaluations that are individualistic and emphasize the dimensions of reliability and 

responsiveness (Donthu and Yoo, 1998, Triandis et al., 1988) (Table 1). By contrast Chinese 

emphasize the group operating through gestalt evaluations of interpersonal relationships; 

dimensions are of less importance (Yang, 1995, Hwang, 1982, Hsu et al., 2009).  

In organizations staff guanxi combines affective and instrumental components (Chen and Peng, 

2007, Hwang, 1987, Yang, 1995). The instrumental component derives from individuals’ need to 

work together while interaction provides opportunities to develop interpersonal affection. 

Individuals seek opportunities to develop and deepen relationships (Hwang, 1987, Leung and 

Chan, 2003, Yang, 1995) to associate with the ingroup (Chen and Chen, 2004). Extending 

guanxi leads to an “…implicit psychological contract to follow the social norm of guanxi such as 

maintaining a long term relationship, mutual commitment, loyalty, and obligation” (Chen and 

Chen, 2004 p.306). Mutual liking, congeniality and trust form (Yang, 1995, Hwang, 1987, Chen 

and Chen, 2004), which reduces psychological transaction costs (Leung and Chan, 2003). 

Our findings reveal that guanxi is a prevalent underlining orientation. This suggests a wider 

perspective develops understanding of evaluation and operation of the internal encounter. 

Therefore a process of selective coding was adopted to develop the theoretical relationship 

among attributes (Strauss and Corbin, 1998). Two judges reviewed each critical incident to code 

495 individual linkages between dimensions,  i.e., maintaining consistency at the specific level. 

A matrix represents the linkages in which maximum explanation develops from a cut-off level 

set to, “a large proportion of the total number of connections [linkages][…] with a relatively 

small number of cells in the implication matrix” (Bagozzi et al., 2003 p.920). In this study, five 

linkages satisfied this requirement. 

(DIS)SATISFYING GUANXI AND THE CHINESE INTERNAL SERVICE ENCOUNTER 

Results show inter-linkages between shared understanding, attitude and competence and that 

these all link to promise and finally relationship. The fact that sharing, assistance, process and 

work loading lack direct linkages suggest they play the roles of barriers and facilitators outside 

the specific encounter. Figure 1 represents the dimensions and linkages and further explanation 

follows.  



Figure 1 Modelling the internal service encounter in a Chinese context 

 

Evaluation of guanxi. An internal service requests triggers guanxi evaluation (Hwang, 1987) 

and this covers prior connection and interaction (Chen and Chen, 2004). Barriers dissatisfy and 

limit internal service through work loading and process. Social norms emphasize display of 

appropriate emotion (Chen and Chen, 2004). These displays should be positive despite the 

accepted context of compromise or sacrifice (Yau, 1988). Work loading represents excessive 

pressure and so emotional displays are negative (e.g., revealing a cold impatient attitude). This, 

and the fact staff are too busy to fulfill requests dissatisfies internal customers. A process 

emphasis uses rules as a mechanism to maintain harmony where instrumental ties dominate 

(Hwang, 1987). This limited guanxi is inflexible and impersonal which hinders effective 

interaction (Tong and Yong, 1998). Facilitators act as satisfiers through sharing and assistance. 

Facilitators satisfy because they reveal positive behaviours expected between those with close 

guanxi and this includes reciprocity as renqing (Annamma, 2001, Bond, 1986, Leung et al., 2005, 

Yang, 1995, Hwang, 1982). Norms and trust in relationship enable sharing (He et al., 2009, Law 

and Jones, 2009) and consequently this activity reveals the positive status of the interpersonal 

connection.  

Process of interaction and guanxi indicators. Attitude signals a(n) (un)willingness towards 

fulfilling the internal service request. Shared Understanding makes statements about 

(non)conformity and (un)willingness to compromise to achieve the goal. Competence in actions 

demonstrates (lack) of sincerity to achieving goals. Internal customer evaluations focus on 

consistency: “a correspondence between what one thinks and what one says, and between what 
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one says and what one does” (Tao, 2005 p.71). This demanding evaluation of individual integrity 

draws from Chinese preference for interpersonal trust over laws and processes (Tong and Yong, 

1998, Leung et al., 2005). Judgments develop (dis)satisfying assessments. Satisfying evaluations 

build faith and interpersonal trust (xinyong) in delivery of a mutually agreed promise (Chen and 

Chen, 2004). In contrast, dissatisfying evaluations concern “unreliability, a violation of xinyong 

or trust [that] will transform a close guanxi to a distant one faster than any other factor” (Kiong 

and Kee, 1998 p.82). This reflects the disproportionate negative impact dissatisfactory events 

have (Vargo et al., 2007, Kahneman and Tversky, 1979).  

Re-evaluation of guanxi. Guanxi evaluations determines how you manage encounters with 

others (Yang, 1995) and this is a dynamic rather than static process (Chen and Chen, 2004, Chen 

and Peng, 2007, Hwang, 1987). Satisfying evaluations of relationship reveals deepening 

closeness from the instrumental to affective (Hwang, 1987, Yang, 1995, Tsang, 1998). Satisfying 

evaluations develop trust in the individual’s integrity, credibility, reputation and character. This 

represents a low psychic distance between group members (Conway and Swift, 1999). 

Consequently, perceptions of psychological transaction costs are low (Kiong and Kee, 1998, 

Leung et al., 2005) and rules and procedures are of secondary concern to renqing. This forms a 

positive guanxi base for future internal encounters. Dissatisfying relationship evaluations build 

anxiety and anger or hostility (Yang, 1995) and guanxi re-evaluations emphasize instrumental 

ties based on rules of equity and process (Hwang, 1987, Yang, 1995). Consequently a subsequent 

encounter starts from a guanxi base of distance, formality and inflexibility.  

The Chinese internal encounter (Figure 1) derives meaning from the interconnection of 

dimensions to relational evaluations about providing service support. A satisfying relationship 

outcome reflects strong affective ties that suggest an effective internal encounter and vice versa.  

MANAGEMENT IMPLICATIONS 

The model of the internal encounter offers managers of organizations in Chinese culture practical 

insight. The findings of culturally specific dimensions of internal encounter quality questions the 

relevance of existing measures of internal service quality to this context (Table 1). Monitoring 

internal service quality provides managers the opportunity to influence outcomes: here the 

impact on (dis)satisfactory relational outcomes.  



In some areas managers have direct influence, i.e., aspects of competence, shared understanding 

aspects and work loading. Evaluations of competence reflect skills and this requires managers to 

prepare staff for delivery (Zeithaml et al., 1988). Shared understanding includes perceptions of 

organizational service goals as does work loading. This can be partly achieved by managers 

embedding a conceptual understanding of appropriate service responses through the service 

concept (Clark et al., 2000).  

However, managerial interventions that indirectly influence gestalt judgments of interpersonal 

relationships predict as more effective (Figure 1). Satisfactory and desirable outcomes emphasize 

the affective relationship component. Consequently, managers benefit from developing this form 

of tie across the organization. The family is the closest guanxi (Bell, 2000, Chen and Chen, 2004) 

and becomes a metaphor for the organization of the firm (e.g., Weidenbaum, 1996, Yang, 1995). 

Managers, adopting this approach, develop this form of culture to define relational norms, e.g., 

of compromise, sacrifice, trust and reciprocity. This implies satisfying judgments of existing 

guanxi, effective internal encounters and positive re-evaluation of guanxi (Figure 1). 

THEORETICAL IMPLICATIONS 

Findings reveal judgments of the nine dimensions of internal service encounter quality distinct 

from extant research (Table 1). This supports assertions about the need for culturally specific 

evaluations of service quality (Donthu and Yoo, 1998, Raajpoot, 2004, Smith and Reynolds, 

2002). This is unsurprising since Chinese culture is distinct and other research finds consumers’ 

evaluations of external quality differ from existing (Western) studies (Stanworth, 2009, Imrie et 

al., 2002, Feinberg et al., 1995).  

Interpretation indicates an individualistic focus on dimensions inappropriate where significant 

evaluations dynamically (re)form at the gestalt. Consequently, we present the first attempt to 

model the operation of the internal service encounter in a Chinese cultural setting. This develops 

various propositions for further examination and testing. The framework suggests internal 

encounter satisfaction develops as: (1) An internal service request provokes a positive evaluation 

of guanxi status based on assistance and sharing associated with prior encounters; (2) 

Evaluations of delivery find alignment between promises fulfilled, derived from signals of intent 

revealed in attitude, compromise and sacrifice required for shared understanding and competent 



actions; (3) Positive judgments of relationship leads to assistance and sharing within affective 

guanxi ties. Dissatisfaction derives from; (4) A negative evaluation of guanxi status as 

instrumental orientated based on process and work loading; (5) Unfulfilled promises develop 

from negative attitudinal signals, failure to commit to group norms within shared understanding 

and limited displays of competence; (6) Negative judgments of relationship result in emphasis on 

instrumental ties; (7) The model suggests satisfactory guanxi evaluations may become 

dissatisfactory and vice-versa. Studies of guanxi indicate this is possible (Hwang, 1987, Chen 

and Chen, 2004, Chen and Peng, 2007). The additional complexities of this process require 

further examination. 

The limitations of the study provoke ideas for further research. The critical incident technique 

focuses on extremes i.e., those outside the zone of tolerance (Johnston, 1995a). Further research 

potentially expands understanding of routine internal encounters. The study reports 

(dis)satisfying encounters: the extent of frank reporting is unclear. Candid sharing of renqing or 

transgressions of personal connection may involve illegal behaviors (Chen and Chen, 2004) that 

are not shared outside the relationship. Researchers could usefully explore the extent and effect 

of such extremes.  

In conclusion we lack understanding about the internal service encounter in a globally significant 

culture: the Chinese. Findings represent an incremental step in developing understanding of the 

internal service encounter in a Chinese cultural setting. Whilst this model grounds empirically 

and finds theoretical support further examination of the model, covering construct 

operationalization and causal relationships, is required to deepen our understanding.  
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Appendix: internal encounter quality dimensions and sub-dimensions and example judgments 
Dimension:  
Sub-dimensions: 

Attitude: Staffs’ manner, expression and their approach to delivery 
(1) fu yen (敷衍), (2) cold attitude, (3) ke chi (客氣), (4) proactive, (5) patience and (6) chin chieh (親切) 

Satisfactory Dissatisfactory 
R022 - “She smiled at me and ask me what she can do for me” 
R219 – “The sales department proactively provides the relevant law, regulation, and other documents” 

R065 - “They just do things in their own way instead of as I request” 
R053 – “They are sort of lazy and not really willing to do this” 

Dimension:  
Sub-dimensions: 

Shared understanding: The willingness to accept others opinions, to compromise and to achieve a consensus 
(1) consensus (2) find excuse (3) understanding (4) self interest (5) considerate (6) empathy (7) shared objective  

Satisfactory Dissatisfactory 
R064 - "She reminded me of something that I didn’t even notice” 
R033 - “we communicated several times to help the other side understand...” 

R273 - “They seemed reserved when it is related to the department interest.” 
R030 - Each of us insisted on something and is not willing to understand the others' needs.” 

Dimension:  
Sub-dimensions: 

Competence: conscientiousness, ability and responsibility taken for work 
(1) reliability, (2) supervisor evaluation, (3) incompetent,(4) incomplete professional knowledge and (5) responsibility. 

Satisfactory Dissatisfactory 
R073 - “The Supervisor has a good impression of that person if things are done quickly” 
R313 - “That department tried hard as they could to understand my needs, even if the field is not familiar to 
them. I can feel their efforts” 

R098 - “[I] was blamed by my supervisor for this” 
R251 - “He is not familiar with his own job duty” 

Dimension:  
Sub-dimensions: 

Relationship: harmony in internal relationships 
(1) harmony, (2) personal connection, (3) bad emotion and (4) quarrel. 

Satisfactory Dissatisfactory 
R199 - "We treated each other as close friend" 
R231 - "We have a tacit agreement (默契)" 

R193 - “We don’t talk to those people holding opposite opinion against us. It makes the atmosphere of the 
office frozen” – R193 
R171 - “These different opinions would create the sense of gap or distance in the future” 

Dimension:  
Sub-dimensions: 

Promise: efficiency in meeting mutually agreed goals  
(1) internal efficiency, (2) external efficiency and (3) customer complaints 

Satisfactory Dissatisfactory 
R060 - “They found where was the problem right away.” 
R159 – “Things are done perfectly. They give all the content that my customer asked for. I can solve 
customers’ problems.” 

R066 - “The employees of the supporting department just put my case aside, they didn't deal with my problem 
immediately.” 
R055 - “The customer complaints to the clerk for keeping them waiting”  

Dimension:  
Sub-dimensions: 

Assistance: demonstrating sincerity and a desire to collaborate 
(1) help each other, (2) coordination and (3) cooperation 

Satisfactory  
R166 - “They asked if their clients need a credit card …. our sales number [number of new credit cards] 
increased.” 
R038 - “He is willing to sacrifice his own holiday to serve the customers.” 

 

Dimension:  
Sub-dimensions: 

Sharing: free exchange of individual’s work experiences and knowledge with others and the company’s systems 
(1) detailed professional knowledge and (2) exchange thoughts 

Satisfactory  
R023 - “He told me all the possible problem I may face and all the questions customers may raise. Then, I can 
solve customer’s problem.” 
R303 - “She explained all the details to me and proposed a solution” 

 

Dimension:  
Sub-dimensions: 

Work loading: influence of workload on staffs’ time or inclination to help others 
(1) heavy workload 

 Dissatisfactory 
 R188 - “These are too many requests from different department, however, these is just not enough employees 

to deal with these thing in a short time.” 
R104 - “They think they are busy enough. There is no time for my business.” 

Dimension:  
Sub-dimensions: 

Process: the influence of company rules and procedure particularly when dealing with urgent issues 
(1) job duty and (2) bureaucracy  

 Dissatisfactory 
 R116 - “The other department said that “I am busy. Show me your request form” - otherwise, they won’t solve 

your problem.” 
R218 - “They reject my request for the tiny mistake. It is trouble since I have to go through the whole 
administration process all over again.” 
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