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Introduction

An assumption in the current service industry is that gaining 
a sustainable competitiveness requires delivering high-qual-
ity services, satisfying and retaining customers, and improv-
ing customer perception of the company (Colgate & Danaher, 
2000; Suh et al., 2012). Service companies should pursue 
superior customer relationship strategies and positive cus-
tomer brand association (Anderson & Narus, 1991), and 
managers should strive to provide “customer-driven” prod-
ucts or services to understand and satisfy customers’ needs 
(Skålen et al., 2015). One common approach to achieve this 
goal is investigating brand association, which is related to a 
product or service category and represents criteria used by 
customers to assess a product or service (Narumon & Gerard, 
2010). Therefore, brand association is critical for customers 
to directly link and evaluate the products and services 
(Narumon & Gerard, 2010).

In alignment with the service innovation literature (Lin, 
2016; Nijssen et al., 2006; Stock & Zacharias, 2013), past 

studies have demonstrated that, among the important ante-
cedents of brand association, service innovation can facili-
tate the generation of customer brand association and value. 
World Economic Forum and Deloitte also jointly proposed 
a special discussion on future financial service innovation 
and circular economy, and advocated that disruptive inno-
vation has reshaped the structured, provisioned, and con-
sumed mode of financial services (McWaters, 2015). This 
issue has also attracted increased attention from major 
global companies participating in the World Economic 
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Forum (Lewandowski, 2016). For example, a car sharing 
company claims that the product or service is available to 
customers for a specific period of time. A software company 
argued that their users can bring their own devices to get the 
access to services. In addition, a music online company 
shifts physical products, services, or processes to virtual 
(Lewandowski, 2016). Furthermore, PricewaterhouseCoopers 
believes that service innovation is a new or changed service 
concept. Customer interaction channels, service delivery 
systems, or technical concepts can bring one or more new 
service functions to the company, thereby changing the 
market. As a result, changing the service innovation model 
required new technology, human resource, and organiza-
tional capabilities to achieve (Probst & Bohn, 2013). Preissl 
(2000) has also proposed service innovation as a meaning-
ful construct defined as the development of new service 
procedures and concepts. Because of services’ real-time 
production, the new service needs to modify the service 
delivery process at any time and to enhance frontline 
employees’ skills (Nijssen et al., 2006).

Furthermore, Sundbo (2001) argued that incremental ser-
vice innovation refers to the concept that internal service 
organizations must coordinate, replicate the successful ser-
vice model, adopt the service innovation model gradually, 
and internalize the administrative process. Because incre-
mental service innovation emphasizes the gradual duplica-
tion and improvement of existing service modes, it can better 
link customer loyalty and enhance customer brand associa-
tion. Recently, researchers confirmed the relationship 
between incremental service innovation and brand associa-
tion (Lin, 2016; Stock & Zacharias, 2013). However, due to 
a lack of research, we do not know yet how incremental ser-
vice innovation predicts customer brand association in con-
sidering contextual factors underlying this multilevel link, 
and scholars have further called for more research to clarify 
the inputs and the boundary conditions that enhance brand 
association (Lin, 2016; Stock & Zacharias, 2013). Gounaris 
(2006) and Karlsson and Skålén (2015) also argued that fur-
ther research should clarify the relationship between incre-
mental service innovation and customer value. Therefore, 
this study puts effort toward addressing this issue.

Empirically, in the service industry, in addition to convey-
ing products, good service and the brand concept must rely on 
frontline employees’ communication (Dusek et al., 2014). 
Based on the strategic service innovation theory, the customer 
may strengthen the company’s brand connection because of 
innovative services. The employee’s sweethearting behavior 
is a special behavior in the service industry (Chi et al., 2015). 
Sweethearting behavior refers to the extra favors that front-
line employees provide to customers, including unauthorized 
free or discounted goods and services (Brady et al., 2012). 
Theoretically, frontline employees authorized to conduct ser-
vice innovation and sweethearting can improve customer ser-
vice quality (Sundbo, 1996). Thus, collusive practices, such 
as employee service sweethearting, may mediate the 

relationship between service innovation and customer brand 
association (Brady et al., 2012; Connor, 1999). In addition, 
empirical studies have not clarified whether sweethearting 
has beneficial influences on enterprises or not. This study’s 
additional objective is to investigate the multilevel mediating 
role of employees’ service sweethearting.

Based on literature review, frontline employees’ training 
and development play critical roles in the service innova-
tion and sustainability process (T. Y. Chang & Hsu, 2010; 
Pang et al., 2013). The focus of sustainable human resource 
management (SuHRM) would be developing a variety of 
outcomes, not just economic outcomes, which would 
include a range of social and ecological outcomes (Kramar, 
2012). The definition of SuHRM is to emphasize on sus-
tainable management of HRs, which contributes to the 
social and human outcomes of sustainable development in 
the long run, this is to a sustainable organization (Ehnert, 
2011; Kramar, 2014). Empirical research also proves that 
employee-centered SuHRM encompasses more aspects 
than extant HRM, including trade unions and self-orga-
nized employees, and people-oriented training and caring 
(Richards, 2020). Consistent with the strategic service 
innovation theory and the resource-based view (RBV), 
recent meta-analyses have shown that using SuHRM for 
training frontline employees is positively associated with 
customers’ brand association (Fernandez et al., 2003; Roper 
& Davies, 2010). Clarifying the “black box” of such pro-
cesses is important because it describes how and why the 
effect of SuHRM unfolds within the service industry (Dias-
Angelo et al., 2014; Guchait, 2010; Pang et al., 2013). 
Practically, frontline employees play key roles to directly 
convey the brand value and high service quality to custom-
ers. Thus, the design of internal determinants, strategies, 
and SuHRM to train employees is crucial because employ-
ees’ attitudes, beliefs, values, and behavioral styles reflect 
the brand image and indirectly influence customer brand 
association (Narumon & Gerard, 2010; Rubalcaba et al., 
2012). Ricard and Perrien (1999) also suggested that 
employees’ expertise and understanding of customers are 
important factors in successfully implementing a relational 
strategy. However, less concern is accorded to internal 
organizational determinants of the successful implementa-
tion of customer brand association (Colgate & Danaher, 
2000; Liao & Chuang, 2007). In addition, researchers con-
tinue to call for more research to examine the processes 
through which SuHRM predicts customers’ brand associa-
tion (Roper & Davies, 2010). Thus, how can a firm use 
organizational-level arrangements to facilitate this type of 
learning process among core employees and convert the 
learning outcomes into customer brand association (S. 
Chang et al., 2012)? Firms require SuHRM to develop 
human capital who need extensive skills (Wright & Snell, 
1998). Recruiting and leveraging employees in service 
companies will generate meaningful ideas from the accu-
mulation of knowledge. The talent pool can further spawn 
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enterprise problem-solving skills and enhance organiza-
tional value and sustainability (Karlsson & Skålén, 2015; 
Zeithaml et al., 2009) if an organization has SuHRM to 
develop HR systems (Ordanini & Parasuraman, 2010; 
Wright & Snell, 1998).

This study integrates two core theories to build a compre-
hensive model. First, we apply the RBV to explain the spe-
cific processes and service innovation used by firms to alter 
their human resource base and represent sources of sustain-
able competitiveness. Core competencies determine the 
coordination and training among different employees 
(Eisenhardt & Martin, 2000) to enhance customer brand 
association. Second, using the strategic service innovation 
theory, Sundbo (1998, 2001) noted that service firms should 
adopt service innovative activities to increase customer 
brand association. We also adopt multilevel analysis to 
understand firms’ policy and employee and consumer behav-
iors and to reduce the weaknesses inherent in a single-level 
analysis. In conclusion, based on the RBV, the strategic ser-
vice innovation theory, and a multilevel perspective, this 
research’s objective is to extend our understanding of the 
integrative relationships among these four variables in 
cross-levels.

Incremental Service Innovation and 
Customer Brand Association

The strategic service innovation theory considers innova-
tion as originating from the employee’s service network as 
a progressive innovation stream, and a firm’s service inno-
vation strategy often stems from the senior management 
team or the meeting of customer needs (Rubalcaba et al., 
2012). Therefore, service innovation is a significantly 
improved service concept that has been put into practice. 
PricewaterhouseCoopers (PwC) believes that service inno-
vation can be new solutions in customer interaction chan-
nels, new distribution systems, novel applications of 
technology in service processes, new forms of supply chain 
operations, and new ways of organizing and managing ser-
vices (Probst & Bohn, 2013). Ramdas et al. also argue that 
organizations can consider service innovation in four areas: 
the structure of interactions, the service boundary, the allo-
cation of service tasks, and the delivery location. They fur-
ther propose a framework to identify and evaluate service 
innovation opportunities.

Sundbo (1998, 2001) further argued that incremental 
innovation must be coordinated, copied, and used, and it 
becomes an administrative process. Furthermore, firm’s ser-
vice innovation strategy involves both top-down and bot-
tom-up processes (Rubalcaba et al., 2012; Sundbo, 1996). In 
other words, employees and managers must explore new 
ideas, and the management team must simultaneously 
induce innovation with a balanced process by adopting a 
strategy to achieve this balance. Therefore, a firm’s incre-
mental service innovation should be executed innovation 

with ongoing internal and market development assessments 
(Sundbo, 2001).

Narumon and Gerard (2010) noted that the service envi-
ronment, the employees, and the self-service technology 
may potentially affect the customer experience because 
employees represent the brand. For instance, one practical 
suggestion is to determine the “employee deployment plan” 
in advance of a customer rollout of new service innovations. 
After consuming innovative products or services, customers 
will generate the attributes, benefits, and attitudes toward 
this particular brand, a so-called customer brand association 
(Keller, 1993). Empirical study also has proved that the 
incremental service innovation and development strategy of 
the hotel business will lead to an increase in corporate per-
formance. Furthermore, incremental service innovation and 
service advantages will enhance brand performance and 
brand association (Pansuppawatt et al., 2014). In addition, 
innovation-related attributes are significantly related and 
enjoy a mutual extension with service brand association in 
the service industry (Ruyter & Wetzels, 2000). Based on 
these arguments, the following hypothesis is proposed:

Hypothesis 1: Incremental service innovation will be 
positively related to customer brand association.

Multilevel Mediating Effect: Employee 
Service Sweethearting

Skålen et al. (2015) noted that a firm’s service innovation 
strategy must create customer value, and customers will 
assess the service that they receive. Cadwallader et al. (2009) 
further argued that incremental service innovation empha-
sizes the autonomy of employees. Therefore, the implemen-
tation of incremental service innovation will enhance 
frontline employee service sweethearting and autonomy. 
Ultimately, service sweethearting refers to the autonomy of 
frontline employees to make decision to provide customers 
with additional benefits and services (Brady et al., 2012). In 
addition, Connor (1999) argued that incremental service 
innovation is related to customer-led strategies that focus on 
manifest needs. In this case, certain organizations prevent 
revisions to existing services. In other cases, employees want 
to enhance their services (Connor, 1999), which results in 
service sweethearting and collusion with customers with 
respect to customer expectations and a belief that the behav-
ior is in the best interests of the company (Brady et al., 2012). 
Based on these findings, we propose the following:

Hypothesis 2: Incremental service innovation is posi-
tively associated with employee service sweethearting.

Stock and Bednarek (2014) argued that product and ser-
vice quality both influence the customers’ purchasing behav-
ior, and companies must identify how to use their own 
resources to meet customers’ demands. For service businesses 
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in particular, employees’ attitudes, behavior, and positive 
emotions shape organizational work ethics and the guidelines 
for customer satisfaction, trust, and reliability (Singh, 2000; 
Zablah et al., 2012). Brand associations are related to a prod-
uct or service category and represent criteria used by custom-
ers to assess a product or service (Narumon & Gerard, 2010). 
Thus, Narumon and Gerard (2010) noted that brand associa-
tions are criteria used by customers to assess a product or ser-
vice. In this case, service sweethearting, customers, and 
frontline employees have a close and interacting relationship 
(Price & Arnould, 1999), and frontline employees play an 
important role in the purchase process (Brady et al., 2012; 
Singh, 2000). In addition to enhancing the exchange of ideas, 
sweethearting has a direct and positive impact on the interac-
tion between employee and customer. Customers provide 
desirable evaluations because, when individuals express grat-
itude, they return the favor to the benefactor, which can be of 
potential value to the firm (Brady et al., 2012; Emmons & 
McCullough, 2004). Based on the strategy service innovation 
theory, employee contact with customers caused by innova-
tive behavior results in desirable outcomes for customers. The 
RBV approach notes that resources include products and ser-
vice delivery to customers; in addition, when a company has 
such resources, they increase the value, rarity, and inimitable-
ness of its core competencies. Based on these arguments, the 
following hypothesis is proposed:

Hypothesis 3: Employee service sweethearting is posi-
tively associated with customer brand associations.

Service marketing, service innovation, and the service 
delivery-related research imply that customers’ needs can 
stimulate new product and service development and provide 
valuable information (Stock & Bednarek, 2014). Cheng and 
Krumwiede (2012) argued that service innovation contributes 
to new service performance by creating new interests for 
existing customers and through the creation of new markets 
by incremental addition to existing service values or radical 
creation of brand new service value. The implementation of 
incremental service innovation will promote frontline 
employees to illustrate the new service model, to empower 
employees through more autonomy and to increase the ser-
vice sweethearting behavior. Therefore, in the interaction pro-
cess between employees and customers (Bitner et al., 1994), 
sweethearting behavior provides more information exchange 
opportunities and ultimately enhances customer brand asso-
ciation. Our study corresponds to the strategic service innova-
tion theory (Rubalcaba et al., 2012) and argues that 
organizations, customers, and employees must interact during 
the buying and service processes. Furthermore, according to 
the RBV approach, Barney (1991) noted that, if a company 
has capabilities (such as service innovation) and resources 
(such as delivering products and services to its customers), its 
core competencies may be inimitable and valuable. Based on 
these arguments, the following hypothesis is proposed:

Hypothesis 4: The relationship between incremental ser-
vice innovation and customer brand associations is medi-
ated by radical service sweethearting.

Multilevel Moderating Effect: 
Sustainable HRM

Kesting and Ulhøi (2010) and Pang et al. (2013) noted that 
innovative decisions are related to frontline employees’ 
knowledge, skills, and practices that create value. Service 
innovative strategy execution allows firms to identify a pro-
cess blueprint and secure the best available technology. In 
addition, employee support is essential for the service inno-
vation strategy to work (Cadwallader et al., 2009). The effect 
of the organization’s service innovation strategy is crucial, 
and service firms’ sustainable development projects that suc-
ceed if their HR practices are unique and superior to those of 
competitors. Thus, HR practices are central to the sustainable 
development of innovation success and strategic business 
planning. Cadwallader et al. (2009) note that firms must suc-
cessfully implement innovations to remain sustainable 
competitiveness.

According to Kramar (2014), in addition to pursuing eco-
nomic and external results (promoting social and environ-
mental results), SuHRM also links and examines the 
interrelationships between HRM and practice (organizational 
results). In other words, the characteristics of SuHRM include 
the dynamic nature of HRM and its results, and the intercon-
nectedness of the organization’s external, internal, and per-
sonal aspects. Thus, SuHRM considers not only organizational 
and economic outcomes but also social and ecological out-
comes for a variety of stakeholders. Empirical research also 
proves that among 106 companies, the significant differences 
between the implementation of SuHRM and the free and 
coordinated market economy between Western European 
countries are revealed, indicating the need to address the 
impact of national institutional context on firm’s SuHRM 
(Diaz-Carrion et al., 2020). SuHRM also emphasizes the 
importance of time and space for the regeneration and recov-
ery of individual resources (Ehnert, 2009). Thus, employee-
centered SuHRM goes far beyond what is covered in existing 
HRM literature, and SuHRM covers more aspects including 
trade unions and self-organized employees (Richards, 2020).

Other scholars have suggested from different perspectives 
that one of the goals of SuHRM is to identify and reduce the 
negative externalities of HRM practices, or to reduce the 
harm of work that organizations impose on third parties or 
stakeholders (employees, their family members, and soci-
ety). In current work environment, the health harm of work 
are inevitable, so it is important to measure and reduce the 
health harm of work through SuHRM practices. 
(Mariappanadar, 2016). Therefore, based on perspective of 
SuHRM, in order to corporate sustainability, employers need 
to make further investments while maintaining their human 
resources (Ehnert, 2009).
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Organizations require SuHRM to develop rapidly adapt-
able HR systems, require a human capital pool with an 
array of skills, and promote behavioral flexibility among 
employees to enhance sustainable competitiveness (Wright 
& Snell, 1998). SuHRM helps firms acquire and develop 
diverse knowledge and skills, and these components may 
positively influence market responsiveness and firm inno-
vativeness. Ostrom et al. (2010) further argued that SuHRM 
could help an employee initiative program create new cus-
tomer value and enhance customer brand preference and 
association.

Furthermore, service firms adopting incremental ser-
vice innovation will improve existing service products, 
change service processes, and enhance customer brand 
association (Pansuppawatt et al., 2014). Cheng and 
Krumwiede (2012) also argued that customer orientation 
could form the basis for incremental service innovation. 
According to the strategic service innovation theory 
(Rubalcaba et al., 2012), service innovation is a stream of 
incremental innovations initiated by the management team 
and frontline employees. Moreover, the ability, motiva-
tion, and opportunity (AMO) theory emphasizes that the 
improvement of employees’ capabilities, the driving of 
motivation, and the provision of opportunities will ulti-
mately affect the organizational performance. Therefore, 
SuHRM and frontline employee training and development 
planning play critical roles in implementing service inno-
vation and in enhancing the relationship between incre-
mental service innovation and customer brand association. 
Based on RBV, SuHRM is idiosyncratic and interdepen-
dent, and companies can capitalize on their proprietary 
knowledge and transfer it creatively and effectively across 
the workforce. Based on these arguments, the following 
hypothesis is proposed. And the conceptual model is shown 
in Figure 1.

Hypothesis 5: SuHRM moderates the relationship 
between incremental service innovation and customer 

brand association, such that the relationship is stronger 
when the level of SuHRM is high and weaker when low.

Method

Sample and Procedures

In China, the third industrial revolution has led to a substan-
tial increase in the number of workers engaged in the service 
industry. According to the National Bureau of Statistics, 
data show that, in China, the service industry represented 
52.2% of the total gross domestic product (GDP) in 2018 
(National Bureau of Statistics of the People’s Republic of 
China). Whether from the strengthening and support of the 
Chinese government’s 13th Five-Year planning or the future 
business trend of service industry development, this study 
suitably investigates the issue of service innovation in 
China. To test our proposed model, we selected frontline 
employees in hospitality and tourism service companies as 
our research samples. Taiwanese and Chinese local compa-
nies have heavily invested in the Chinese market in recent 
years (Sacchetto & Andrijasevic, 2015), and the government 
of China has garnered foreign company investment in its 
service industries (Vlcek, 2014). Therefore, we investigated 
hospitality service innovation and sweethearting in Chinese 
emerging economies.

Furthermore, according to Horng et al. (2016) and 
Horng et al. (2018), the hospitality industry must fact the 
issues of sustainable development and service innovation. 
Therefore, this study investigates the unique sample group, 
employee–customer paired samples in hospitality and 
tourism companies in China, which leads to sample 
representativeness.

In the data collection, there were a total of 374 valid ques-
tionnaires completed by 374 frontline employees and 374 
customers as paired samples in 68 hospitality and tourism 
companies. According to Hair et al. (2014), data range 
between 5 and 10 times the number of items used in the scale 

H1
H5

H3 

H2

Incremental 
service 

innova�on

Employee service 
sweethear�ng 

(ESS)

Customer brand 
associa�on 

(CBA) 

Sustainable 
HRM

Organiza�onal level

Individual level

Figure 1. Research framework.
Note. H4 = Incremental Service Innovation→ESS→CBA.
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is appropriate. There are total 36 items of this study (includ-
ing demographic items), so 10 times the number of items is 
about 360 samples. A total of 374 samples were collected in 
this study, and the sample size is sufficient.

Participating frontline employees completed “sustainable 
HRM,” “incremental service innovation,” and “service 
sweethearting” items, and customers completed “brand asso-
ciation” items. The attributes of the respondents are exhib-
ited in Table 1. It was determined that 39.3% of employee 
respondents were male and 68.7% were female. In terms of 
customers, nearly half were male (51.6%) or female (48.4%). 
Most of the sample was 21 to 30 years old and single in terms 
of marital status. Regarding education level, most of the 
employees in the sampling were undergraduate or college, 
and most of the customers in the sampling were postgraduate 
or above.

The data collection procedure was as follows. First, this 
study needs to communicate with the hospitality industry, 
five-star hotels in China, and to confirm that these compa-
nies have implemented service innovation and improving 
service quality–related policies. In advance, the managers 
and frontline employees must complete different sections of 
questionnaires at different sampling time periods to collect 
cross-level (individual and organizational level) samples. 
The introductory message in questionnaire explained the 
purpose of the study, outlined that participants were required 
to complete surveys in 1 month, and assured participants that 
all responses would be confidential. SuHRM, service inno-
vation, and service sweethearting were measured at Time 1 
by frontline employees. At Time 2, customer brand associa-
tion data were collected by customers. In addition, during the 
data collection process, this study attempted to reduce the 
potential for common method variance (CMV) by two 
means. First, to avoid social desirability (Podsakoff & Organ, 
1986), our studies provided a self-addressed and stamped 
envelope for participants to enclose and mail their completed 
questionnaires. This study’s emphasis on confidentiality 

reduced respondents’ evaluation apprehension (Podsakoff 
et al., 2003). Second, this study collected data from multiple 
sources to reduce the influence of same-source bias 
(Podsakoff & Organ, 1986). Third, this study conducted a 
“time lag” method using two different sampling time 
periods.

Measures

First, we translated the original questionnaire into Chinese 
and asked three bilingual foreign language experts to trans-
late the questionnaire back into Chinese from English 
(Brislin, 1980). Second, three organizational behavior schol-
ars, service management scholars, and marketing scholars 
reviewed the translation for appropriateness. Participants 
rated items on a 5-point Likert-type scale ranging from 1 
(strongly disagree) to 5 (strongly agree).

SuHRM (organizational level). Through reviewing previous 
studies related to SuHRM, this study measured the construct 
by incorporating three dimensions. (a) Personal-oriented 
investment refers to the characteristic of sustainability enter-
prise that all employees have to be trained and developed for 
sustainable business issues (Skaggs & Youndt, 2004). (b) 
Personal-oriented leverage is the possible way to leverage 
talents’ ability and deploy them into the appropriate job posi-
tions for sustainability (Fernandez et al., 2003; Govindara-
julu & Daily, 2004). (3) Personal-oriented involvement 
refers that companies have clear vision, learning climate, 
various communication channels, and sustainable business 
practices and encouraging sustinability involvement (Tang 
et al., 2018). This study used 5-point Likert-type scale (rank-
ing from 1 to 5, strongly disagree to strongly agree). Six 
items were used to measure investment (α =.879), three 
items were used for measurement of leverage (α = .853), 
and six items were used to measure involvement (α = .868). 
This part of questionnaire was finished by employees.

Table 1. Demographic of Samples.

Attributes Options

Employees (N = 374) Customers (N = 374)

Frequency % Frequency %

Gender Male 147 39.3 193 51.6
Female 227 68.7 181 48.4

Education level High school or below 5 1.3 37 9.9
Undergraduate or college 204 54.5 149 39.8
Postgraduate or above 165 44.1 188 50.3

Marital status Single 249 66.6 196 52.4
Married 125 33.4 178 47.6

Age 21–30 years old 227 60.7 235 62.8
31–40 years old 103 27.5 96 25.7
41–50 years old 25 6.7 42 11.2
>51 years old 19 5.1 1 0.3

Note. N = 374 employees and 374 customers in 68 firms.
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Incremental service innovation (organizational level). This scale 
was constructed using four items (α = .841) from the ques-
tionnaire developed by Avlonitis et al. (2001). The sample 
items were “The services were a revision of an existing ser-
vice” to measure incremental service innovation. This study 
used 5-point Likert-type scale (ranking from 1 to 5, strongly 
disagree to strongly agree). A higher score indicated that the 
participant (frontline employee) perceived a greater degree 
of incremental service innovation in the work setting.

Employee service sweethearting (individual level). To assess ser-
vice sweethearting, we adopted four items (α = .785) from 
the questionnaire that Brady et al. (2012) developed. A sam-
ple item was “To the reasonable and acceptable extent, I will 
hook my customers up with free or discounted goods and 
services.” This study used 5-point Likert-type scale (ranking 
from 1 to 5, strongly disagree to strongly agree). A higher 
score indicated that the frontline employee showed a greater 
degree of service sweethearting in the work setting.

Customer brand association (individual level). We adopted and 
modified nine items (α = .830) from the questionnaire 
developed by Keller (1993). Brand associations could be 
divided into three categories: attributes, benefits, and atti-
tudes. A sample item was “In comparison with other brands, 
I think my favorite brand’s culture and value are unique” 
This study used 5-point Likert-type scale (ranking from 1 to 
5, strongly disagree to strongly agree). A high score indi-
cated that the participant (customer) showed a greater degree 
of brand association in the work setting.

Control variables. Practically, frontline employees are directly 
in contact with customers and are requested to provide high-
quality service in the service industry. Thus, frontline 
employees may suffer several pressures caused by the ser-
vice innovation and may lead to negative emotions (Mal-
hotra et al., 2016). Thus, we collected and controlled 
employee negative emotions at work at the individual level to 
avoid the potential confounding effect on our findings and 
alternative explanations. We tested negative emotions with a 
10-item negative emotion scale developed by Podsakoff 
et al. (2003). Respondents answered on a 5-point scale and 
displayed suitable reliability in this study (α = .865). In 
addition, we also controlled for employees’ gender and ten-
ure, which may potentially relate to their service sweetheart-
ing behavior.

Regarding the organizational level of analysis, the firm 
size and revenue may affect the display strength of service 
innovation and human resource management. The larger the 
firm size and revenue is, the greater the capital it has, and pos-
sibly the more resources it can invest in adopting the strategy. 
Thus, we controlled for the firm size (number of employees) 
and revenue (in the last year) to ensure that different control 
variables would not influence the research results.

Data Analysis Strategy

The data were multilevel, with employees and customers 
nested in different organizations. Therefore, hierarchical 
linear modeling (HLM) was used to assess the hypothesized 
relationships. To assess the viability of aggregating individ-
ual-level data for incremental service innovation and 
SuHRM at the organizational level, we computed Rwg to 
assess the within-group agreement (James et al., 1984). The 
median Rwg values for incremental service innovation (.92) 
and SuHRM (.96) confirm high within-group agreement for 
these variables. Next, we computed intraclass correlation 
coefficients (ICC1) and reliability of the mean (ICC2) to 
examine within- and between-group variance and reliability 
in assessments. The ICC1 and ICC2 values for incremental 
service innovation were .315 and .862, respectively. The 
corresponding values for SuHRM were .592 and .826, 
respectively. The F ratio is the result of an analysis of vari-
ance (ANOVA)-based significance test of between-group 
differences and indicated the statistical significance of 
group membership. Thus, these indexes generally supported 
the appropriateness of aggregation (James et al., 1993).

Results

Normality Test

According to Bollen (1989), when the Mardia coefficient is 
less than p (p is the number of observed variables), the 
basic requirements of multivariate normality can be 
achieved. The observed variable of this study was 15, and 
the normalized Mardia coefficient is 9.85 (p < .05). 
Therefore, the data in this study fit the multivariate normal-
ity distribution.

Confirmatory Factor Analysis (CFA) and 
Discriminant Validity

Prior to testing the hypotheses, our studies examined the dis-
tinctiveness of our variables using CFA via Mplus 7.0 
(Jöreskog et al., 2000) and the maximum likelihood method 
of estimation. We analyzed the factor structure to identify a 
structural relationship among the variables. Then, we formed 
composite variables and adopted those composites as fac-
tors’ single indicators (Anderson & Gerbing, 1988). This 
study examined the structure of the data to investigate the 
discriminant validity. Table 2 shows that the baseline model 
(four factors) indicated the data, χ²(644) = 630, p < .01, root 
mean square error of approximation (RMSEA) = .0229, 
non-normed fit index (NNFI) = .957, comparative fit index 
(CFI) = .972, standardized root mean square residual 
(SRMR) = .0705, and goodness of fit index (GFI) = .851. 
Thus, compared with the other model, the baseline model is 
the best fitting model.
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The means, standard deviations, and correlations among 
the study variables are presented in Table 3. Table 3 shows 
that SuHRM was positively related to incremental service 
innovation (r = .538, p < .01), service sweethearting (r = 
.329, p < .01), and brand association (r = .154, p < .05). In 
addition, incremental service innovation was positively 
related to service sweethearting (r = .449, p < .01), and ser-
vice sweethearting was positively related to brand associa-
tion (r = .144, p < .05). Table 2 also shows the descriptive 
statistics and the internal consistency reliabilities for the 
study variables. All variables displayed good internal consis-
tency (Cronbach’s α > .785).

Hypotheses Testing

Model variance for customer brand association and values of 
all coefficients derived from the hypotheses are presented in 
Table 4. The first step tested the direct effect of incremental 
service innovation on customer brand association. We esti-
mated an intercepts-as-outcomes model, with incremental 
service innovation as the organizational-level predictor, and 
customer brand association as an individual-level outcome 
variable. The results indicated that incremental service inno-
vation had a significant positive relationship to customer 
brand association, γ = .52, p<.01 (see Table 4 Model 1), 
thus supporting Hypothesis 1.

The HLM analysis results for Model 2 (see Table 4) 
revealed that incremental service innovation had a posi-
tive influence on employee service sweethearting (γ = 
.38, p < .01); thus, Hypothesis 2 was also supported. The 

Model 3 results indicated that employee service sweet-
hearting positively influenced customer brand association 
(γ = .31, p < .01), supporting Hypothesis 3. To test 
Hypotheses 4, we acted in accordance with Baron and 
Kenny’s (1986) recommended three conditions for con-
firming a mediating effect. The originally significant 
effects of incremental service innovation on customer 
brand association were also significant when we added the 
employee service sweethearting to the model, γ = .15, p 
< .05 (see Model 3). Furthermore, the results of the 
PRODCLIN Test (Pituch et al., 2005) indicated that the 
95% confidence interval of the indirect effect was signifi-
cant. These results met the conditions of a partial media-
tion model (Baron & Kenny, 1986). Therefore, Hypothesis 
4 was supported.

In Hypothesis 5, we created the interaction term Service 
Innovation × SuHRM using the grand mean-centering 
approach, since both variables conceptualized are at the 
organizational level. We proposed that organizational-
level SuHRM would moderate the relationship between 
incremental service innovation and customer brand asso-
ciation. In Table 3 Model 5, the interaction item of service 
innovation and SuHRM has a significant impact on cus-
tomer brand association (γ = .29, p < .01). Thus, 
Hypothesis 5 is supported. As shown in Figure 2, the effect 
of service innovation and customer brand association was 
stronger when the level of SuHRM was high and vice 
versa. The meso-moderated model explained 51% 
(Adjusted R2 = .51) of the variance in the outcome 
variable.

Table 2. Comparison of Measurement Models.

χ2 df △χ2 χ2/df RMSEA NNFI CFI SRMR GFI

Baseline model 630 644 — .945 .0229 .705 .972 .0705 .851
Three-factor model 703 650 73 1.082 .0339 .958 .961 .0738 .836
Two-factor model 837 655 134 1.278 .0376 .939 .943 .0773 .817
One-factor model 1,069 666 232 1.605 .0501 .892 .898 .0834 .790

Note. Baseline model (four factors): SuHRM, incremental service innovation, service sweethearting, and brand association. Three-factor model: service 
sweethearting and brand association combine into one factor; two-factor model: incremental service innovation, employee service sweethearting, and 
brand association combine into one factor; one-factor model: all variables combine into one factor. RMSEA = root mean square error of approximation; 
NNFI = non-normed fit index; CFI = comparative fit index; SRMR = standardized root mean square residual; GFI = goodness of fit index.

Table 3. Means, Standard Deviations, Intercorrelations, and Coefficient Alphas.

Variables M SD 1 2 3 4 5

1. Negative emotion (control variable) 1.797 0.626 (.865)  
2. SuHRM (organizational level) 4.297 1.091 .161* (.879)  
3. ISI (organizational level) 3.659 0.699 .046 .538** (.841)  
4. Service sweethearting (individual level) 5.070 0.867 −.021 .329** .449** (.785)  
5. Brand association (individual level) 5.147 0.558 .002 .154* .062 .144* (.830)

Note. Reliability coefficients are in parentheses along the diagonal. SD = standard deviations; SuHRM = sustainable human resource management; ISI = 
incremental service innovation.
*p < .05. **p < .01.
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Conclusion

This study uniquely contributed to the existing service 
management, HRM, and marketing research. Based on the 
RBV and the strategic service innovation theory, this study 
investigated the cross-level mediating and moderating 
effect among incremental service innovation, SuHRM, 
service sweethearting, and customer brand association. 
First, incremental service innovation in a company creates 
employees who are dependent and familiar with past ser-
vice models.

First, this study confirms that incremental service inno-
vation has a positive effect on customer brand associa-
tions. For the hospitality industry, the service environment, 
frontline employees, and self-service technologies all 
impact the customer experience (Narumon & Gerard, 
2010). Service innovation contributes to new service per-
formance by creating new interests for existing customers, 
or creating new markets by increasing the value of existing 
services (Cheng & Krumwiede, 2012). This study argues 
that the hospitality industry needs to propose a new service 
model, which can directly allow companies into 

Table 4. Estimations of Direct Effects and Indirect Effects.

Level and variables

Step 1 
X→Y

Step 2 
X→Mediator

Step 3 
X, Mediator→Y

Step 4 
X, Moderator→Y

Step 5 
X × Moderator→Y

CBA
(Model 1)

ESS
(Model 2)

CBA
(Model 3)

CBA
(Model 4)

CBA
(Model 5)

Level 1 (individual-level)
 Negative emotions −.05 −.02 −.03 −.05 −.02
 Gender .05* .02 .03 .02 .01
 Tenure .11* .13* .18* .03 .04
 ESS .31** .28**
Level 2 (organizational-level)
 Firm size .03 .02 .07 .05 .04
 Revenue .04 .03 .02 .02 .03
 ISI .52** .38** .15* .41** .21*
 SuHRM .39** .06
 SI × SuHRM .29**
Adjusted R2 .34 .31 .45 .38 .51

Note. Individual-level N = 374; organizational-level N = 68. CBA = customer brand association; ESS = employee service sweethearting; ISI = 
incremental service innovation; SuHRM = sustainable human resource management.
*p < .05. **p < .01.

Figure 2. Moderating effect of SuHRM on the relationship between service innovation and customer brand association.
Note. SuHRM = sustainable human resource management.
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new markets. And after customers experience innovative 
products or services, they will generate associations with 
this particular brand, including attributes, benefits, and 
attitudes (Keller, 1993). Therefore, the innovation attri-
butes of the service industry are significantly related to the 
customer brand association, and incremental service inno-
vation and service advantages will enhance brand perfor-
mance and customer brand association. The results of this 
study support empirical studies such as Pansuppawatt et al. 
(2014) and Ruyter and Wetzels (2000).

Second, for the hospitality industry, frontline employ-
ees represent the brand. Thus, an “employee deployment 
plan” should be determined before launching innovative 
services. The implementation of incremental service inno-
vation will facilitate frontline employees to communicate 
with customers and demonstrate new service types. Thus, 
by empowering employees, employees will illustrate service 
sweethearting. Therefore, in the process of employee–cus-
tomer interaction (Bitner et al., 1994), service sweethearting 
provides more opportunities for information exchange and 
ultimately enhances customer brand associations. If employ-
ees evolve gradually and progressively from the original/past 
service model, they are more likely to adapt to new service 
models. Thus, employees will be more inclined to engage in 
customer service sweethearting. In other words, when ser-
vice companies implement an incremental service innova-
tion strategy, frontline employees will cooperate with the 
company’s policy and adopt a new service model. When 
employees exhibit sweethearting behavior, customers will 
react positively to brand image and value. Conversely, if 
employees do not exhibit sweethearting behavior, the overall 
value of the brand will not improve. These results confirm 
those of Brady et al. (2012). Based on the partial mediating 
effects of the service sweethearting, service companies 
should consider frontline employees’ training, deployment, 
and integration such that they can develop their ideas and 
illustrate service sweethearting behavior autonomously. 
Incremental service innovation is based on the company’s 
existing service model for upgrading, modifying, and 
increasing effectiveness and reducing cost. Thus, when 
frontline employees exhibit sweethearting and high-quality 
service behavior, they directly enhance the customers’ over-
all evaluation of the company and brand association.

Third, the study results demonstrate that SuHRM has a 
significantly moderating effect on the relationship between 
service innovation and customer brand association. 
According to the strategic service innovation theory 
(Rubalcaba et al., 2012), service innovation is a series of 
innovations initiated by the management team and frontline 
employees. Therefore, SuHRM and frontline employee 
training and development programs play a vital role in 
implementing service innovation and enhancing the rela-
tionship between incremental service innovation and cus-
tomer brand association. Companies conducting effective 
deployment and coordination of core workers will enhance 

incremental service innovation and customer brand associa-
tion. Most service innovation, particularly in the existing 
service model, requires collaboration, adjustment, and inter-
action among employees to generate and discuss new ideas. 
The adoption of realistic and exploitative deployment to 
strengthen the capabilities and skills of core workers will 
enhance service innovation and finally positively influence 
customer brand association. Therefore, the implementation 
of employee-centered SuHRM must be invested, leveraged, 
and involved to enable employees to demonstrate the con-
cept of sustainable business and innovative services 
(Cadwallader et al., 2009), and ultimately achieve the com-
pany’s sustainable development goals (Ehnert, 2009; 
Kramar, 2012, 2014; Richards, 2020).

In conclusion, based on the RBV and the strategic service 
innovation theory, this study confirmed that HR strategies 
and service innovation will influence frontline employees’ 
psychological transformation and service behavior and finally 
affect the consumer behavior. Therefore, this study provides 
critical implications for academic and practical domains.

Theoretical Implications

The RBV advocates that the leverage of valuable, rare, 
inimitable, nonsubstitutable factors, and human capital is 
the most appropriate method for a firm to create competitive 
advantage (Barney, 1991; Boxall & Steeneveld, 1999; 
Wright et al., 1994). The research results confirmed that 
RBV provides a sophisticated theoretical framework to 
explain the relationships among SuHRM, incremental ser-
vice innovation, and brand association. The RBV approach 
also considers core competencies, such as the coordination 
of different employee skills and the integration of multiple 
technologies, to be important to the organization. Having 
the foresight and ability to respond quickly to global service 
innovation trends, hospitality companies need to reconfig-
ure, deploy, and coordinate different resources and capabili-
ties to achieve the desired end (Amit & Schoemaker, 1993; 
Grant, 1996; Suh et al., 2012). Resources include human 
and organizational assets that firms use to develop services 
for customers (Barney, 1991), and such skills are key to sus-
tainable innovation. Therefore, building core competencies 
is significant and should be differentiated and integrated 
vertically. For example, managers should decide whether to 
manufacture or buy by beginning with the end product and 
looking upstream to supply chain efficiencies and down-
stream toward distribution and customers (Suh et al., 2012). 
An investigation incorporating organizational-level SuHRM 
strategies into service and marketing management that iden-
tifies how firms can leverage HR and pursue HR synergy is 
required and is critical for service and marketing manage-
ment (Pang et al., 2013).

Second, from the perspective of corporate sustainability 
and SuHRM, it focuses on developing more results for orga-
nization, not just economic results (Kramar, 2012). These 
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outcomes will include a range of social and ecological out-
comes. For the service industry, the pursuit of corporate 
sustainability of must invest in human resources manage-
ment. The employee-centered SuHRM emphasizes invest-
ment, leverage, and involvement of employees with 
sustainable awareness and innovative thinking. In addition, 
the results of SuHRM can be measured by assessing organi-
zational, social, personal, and ecological outcomes (Kramar, 
2014). This study confirms that the SuHRM policy has a 
positive moderating effect on the relationship between ser-
vice innovation (organizational) and customer brand associa-
tion (personal). Therefore, based on SuHRM, employers 
need to invest further while maintaining the competitiveness 
of human resources to finally achieve corporate sustainabil-
ity (Ehnert, 2009).

Third, according to strategic service innovation theory, 
the one-way progression of service innovation includes a 
top-down and bottom-up development process (Rubalcaba 
et al., 2012). This study adopted strategic service innovation 
theory and applied it to the empirical analysis. We provide 
appropriate and complete explanations analyzing the service 
innovation process among different levels and sources. In 
other words, when service enterprises want to implement 
service innovation and transformation, it is necessary to inte-
grate the incremental service innovation strategy, the front-
line employees’ psychological transformation and innovative 
service behavior (service sweethearting), and finally enhance 
the consumer behavior (customer brand association).

In conclusion, this study has several academic contribu-
tions. First, the prior research in innovativeness and HRM 
focuses on the single level and collects data from single 
sources (e.g., S. Chang et al., 2012). This study further pro-
posed a multilevel (two different levels) and multisource 
(two different sources) analysis to interpret this research 
topic from a more integrated perspective. Second, on the 
basis and recommendations of a previous study (e.g., Brady 
et al., 2012), this study attempts to investigate whether 
sweethearting behavior may have a positive effect (benefits) 
on customer brand association from a different perspective.

Practical Implications

In the service industry, companies should consider investing 
in the type of resources that enhance the quality of service 
and customer brand association (Fornell et al., 1996; Maruca, 
2000). The critical point is how to develop the new product 
and service, the so-called incremental service innovation 
(Lake & Lunde, 2008), and how to improve the service qual-
ity of frontline employees through SuHRM and employee 
training (Heskett et al., 2008; Homburg & Stock, 2004). 
Regarding managerial implications, our research demon-
strates several policies.

There are several approaches in implementing incre-
mental service innovation in the hospitality industry. To 
cope with the highly competitive environment, the 

company must propose a new service type to attract more 
customers. And this innovative service type allows the 
company to enter a brand new market and gain a certain 
market share. In addition, innovative services should com-
plement the competitiveness of existing product lines. 
Alternatively, this innovative service can be a modified 
update of an existing service type.

Furthermore, this study indicated that SuHRM can 
enhance incremental service innovation and customer brand 
association. Firms’ leaders (the management teams) are criti-
cal new service innovation policy decision makers. Applying 
vision, leaders should execute proactive and sensible talent 
(core employee) deployment. Adjustment policies should 
facilitate the efficient realignment and coordination of talent 
to meet the current challenges. SuHRM has three modules in 
practical applications. (a) First one is investment. Companies 
should hire employees with sustainable business ideas at 
higher salaries. And this company should strengthen its sus-
tainability image so that it can attract more potential employ-
ees. The other is that the company should spend more money 
and time on training related to employees’ sustainable busi-
ness philosophy, and also encourage employees to partici-
pate in relevant courses. (b) The second is about leverage, 
which is based on organizational strategy, companies should 
encourage employees to participate in the process of improv-
ing the company’s sustainable operations and service pro-
cesses. And the company should strengthen employees’ 
skills related to sustainable management in the process of 
eco-initiative involvement, and praise employees who have 
made outstanding contributions to sustainable operation and 
service performance. (c) Regarding the involvement, 
employees should be satisfied with the relevant training 
arranged by the organization. And training programs should 
also be in line with the latest sustainable management and 
service trends in currently institutional environment. 
Therefore, sustainable business training should be a priority 
and important investment for the company.

Then, service sweethearting is a significant mediating 
mechanism between incremental service innovation and 
brand association. Leaders or department heads should con-
sider whether the original service mechanism attracts custom-
ers or instills a positive impression to ensure a positive 
consumer behavior and customer association with the com-
pany and its product. Therefore, leaders and supervisors 
should empower and instruct employees to engage in service 
sweethearting to encourage positive customer evaluations. 
The marketing department should consider that service sweet-
hearting improves company image and customer evaluations, 
which can support marketing communications. In practice, 
frontline employees in hospitality industry should be encour-
aged to contact the people (customers) they like and ask them 
to expenditure. And occasionally, employees can provide cus-
tomers with free or discounted goods and services.

Furthermore, in the practical applications of the customer 
brand association, customers should have a particularly deep 
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connection with the company’s (or brand) attribute, benefit, 
and attitude. In terms of attribute, when customers hear or 
read this company’s logo, they can strongly associate with 
this company. And let customers have a sense of the compa-
ny’s history or tradition. Compared with other companies, 
customers can confirm the unique culture and value of this 
company. In terms of benefits, the company should make 
customers feel a strong sense of identification and peer-
group acceptance. In terms of attitude, the company should 
make customers feel that this company is unique, trustwor-
thy, and has a strong positive feeling.

Finally, for the students studying in hospitality and tourism 
university, this study provides an appropriate perspective to 
understand the current service innovation model in Chinese 
hospitality industry. The insight presented in this study is an 
important practical content for college courses and identifies 
the management-focused learning objectives which help stu-
dents to work in the actual environment (Turner, 2008).

Limitations

This study has certain limitations. First, the cross-sectional 
design causes difficulty in determining the direction of cau-
sality. In future studies, scholars should attempt a longitudi-
nal or experimental study. The second limitation is related to 
the variables examined, which were measured through self-
reporting. This method may encourage CMV. We conducted 
CFA to detect the severity of CMV. If the one-factor model 
fits the data better than other models, the results may be con-
taminated by CMV. However, the CFA results showed that 
our proposed model had a better fit than the one-factor 
model. In addition, we collected the data at multiple time 
points, and employee negative emotions was controlled in the 
regression analyses, which are useful means to reduce CMV. 
Therefore, CMV should not adversely influence our find-
ings. Additional testing across industries and contexts using 
other types of contextual and situational motivations will 
help to extend the framework. Another promising approach 
for future research is the study of different strategic HRM 
and frontline employees’ services (e.g., service sabotage) in 
other types of customer service interactions. Finally, the 
sampling of this study is based on the convenience sampling 
of hospitality and tourism companies in China, which con-
forms to the normal distribution and passes the test of valid-
ity. Therefore, the research results can generalize the 
populations and clearly describe the behavior of employees 
and customers in hospitality and tourism companies. 
However, it is limited to generalize other industries.

Recommendations for Future Research

Based on research limitations, this study proposes future 
research recommendations. First, the questionnaire used in 
this study may not reflect the completed psychological 
response of participants. Further research should consider the 

qualitative research methods and interviews to gather more 
deeply information about participants’ perspectives. Second, 
the ability to generalize the causal relationship is limited in 
cross-sectional data analysis. Therefore, longitudinal research 
or experimental methods should be used to investigate in 
future study. Third, this research topic and participants focus 
on the phenomenon of hospitality and tourism companies. 
Future research can investigate and collect different industries’ 
samples to enhance the generalizability. Finally, the sample of 
this research is still concentrated in the five-star hotels in 
Grand China, and there executives, employees, and customers 
are still mainly Chinese. Future research can conduct cross-
cultural comparisons of samples from different countries.

Appendix: Questionnaire

Incremental Service Innovation

1. The service was totally new to the company
2. The service allowed the company to enter a new mar-

ket for the first time
3. The service supplemented an existing product line
4. The services were a revision of an existing service

Sustainable HRM

Investment

1. Our firm is willing to hire employees with high level 
of sustainable business knowledge or experience

2. Our firm has nice sustainability and green image to 
attract potential employees

3. Our firm actively searches for the employees with 
high level of sustainable business–related education 
or expertise

4. Our firm spends more money/hours on sustainable 
business–related training per employee.

5. Our firm encourages employees to attend sustainable 
business–related training

6. Employees have sustainable business–related skills 
that are developed through the job experience

Leverage

1. According to firm’s strategy, our firm encourages 
employees to participate in developing new sustain-
able business product/manufacturing process

2. Our firm enhances the sustainable business–related 
skills of employees in the process of eco-initiative 
involvement

3. Our firm rewards employees for their contributions 
to sustainable business performance

Involvement

1. Training programs about sustainable business are 
provided to large-scale individuals in the 
organization
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2. In general, staff are satisfied with the organization’s 
sustainable business training

3. Topics offered through sustainable business training 
are modern and suitable for the institution’s 
activities

4. The organization provides formal sustainable busi-
ness training programs for employees to increase 
their ability to promote them.

5. Sustainable business training is a priority and an 
important investment

6. The need assessment for sustainable business train-
ing helps to familiarize employees with sustainable 
practices

Employee service sweethearting

1. To the reasonable and acceptable extent, I will give 
away goods and services to customers.

2. To the reasonable and acceptable extent, I will hook 
my customers up with free or discounted goods and 
services.

3. To the reasonable and acceptable extent, I will pro-
vide some customers with goods and services that 
they didn’t pay for.

4. To the reasonable and acceptable extent, I will hook 
up customers that my like.

Customer Brand Association

Attribute

1. I strongly associate the logo and colors with my 
favorite brand when I hear or read about this 
company.

2. I appreciate the history and tradition of my favorite 
brand.

3. In comparison with other brands, I think my favorite 
brand’s culture and value are unique.

Benefit

1. This brand gives me a strong sense of identification.
2. This brand gives me a strong sense of peer-group 

acceptance.
3. This brand gives me a strong sense of 

companionship.

Attitude

1. My favorite brand is unique.
2. My favorite brand is trustworthy.
3. I have positive feelings toward my favorite brand.
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