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Abstract: In this study the researcher worked on the relationship of human capital investment on customer
satisfaction. The mediating variable employee performance is also included in the study which gives the positive
and significant results. The results are concluded by applying the regression analysis in three steps. The
primary data is collected by using questionnaires and sample size was 345. Hence the results accepted the
entire hypothesis and there is significant relationship between human capital investment and customer
satisfaction.
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I.  Introduction

Human capital is considered the assets of the organization. The worth of human capital is determined
by various factors as the personal attitude and the talent, his behavior toward the life and business, old
experiences and most importantly education (Hudson 1993). From the organizational point of view the
capabilities he possessed is knowledge, skills and his ability to perform work matters as human capital (Hitt et
al. 2001). The company’s profitability and earnings mainly depend upon the level of its human capital (Young
2006). How they utilized their human capital at all level of organization and get the benefit. In today’s business
world, the firm’s quality and worth is determined by the efficient human capital they possess. They are
considered at excellence if they having the best and quality human capital (Schlesinger and Zornitsky 1991).
The credit of having the best human capital in any organization is goes to the employers as the manage them.
The customer satisfaction is the ultimate goal of any organization. The satisfied customer gives the profit to the
business. The customer satisfaction is highly depends upon the employees attitude and the service quality
offered to him. Many researchers including Hartline and Ferrell, (1996) agree that by enhancing the service
quality by inducing better human capital, one can enhanced the customer satisfaction.

The relationship between the customers satisfactions due to human capital is understood (Fornell et al.
2006). But the question to investigate is how the satisfied customer’s impacts the human capital. From many
studies including (Anderson, Fornell, and Mazvancheryl 2004) shows that the customer satisfaction can impact
on the organization’s future human capital performance. There are many factors which strengthen this
relationship (Jurgensen 1978). One of them is the relationship between the financial performance and the
customer satisfaction. When the customer is satisfied, it enhanced the profitability of the organization and the
ultimate beneficiary will be human capital of the organization (Ping 1993). To retain the employees, business
provides the financial rewards to the employees, which gives satisfaction to the employees.

Here the impact of signaling theory is implied as the satisfied customer of any organization contributes
in an organizational attractiveness. According to the Harter, Hayes, and Schmidt’s (2002)) company’s future
cash flows and profitability growth is enhanced with the customer satisfaction. The profitability and smooth
earnings also affect the employees and competent human capital performance also enhance.

The customer satisfaction on the human capital will give its signaling effect when this information is
float in the market. The media coverage and surveys circulated in the market the news of customer satisfaction
rate of any organization (Young 2006). This promotion enhances the firm’s attractiveness and qualified
employees approach the firm. They can demand high salaries and for better future career from the employers as
they will retain the firm’s position.

According to the theory of emotional contagion given by Pugh (2001) holds that exposure to a person
who expresses positive or negative emotions can produce a corresponding change in the observer’s emotional
state. A satisfied employees dealing with the customer have more impact than dealing of non satisfied
employees. In many businesses customer satisfaction is achieved by the interaction of employees and customers.
Here the human capital relation with satisfied customer is more enhanced. Empirically, Ryan, Schmit, and
Johnson (1996) find that consumer satisfaction has a positive impact on employee satisfaction over time. So it’s
obvious the companies having more customer loyalty, they attract the competent employees as well.
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The significance of the study is also that it helps in understanding the relationship of human capital performance
with the customer satisfaction. It gives the direction to the managers to understand the different aspects of the
employee’s behavior with the satisfied customer.

I1.  Literature Review

It is established by numerous researcher that customer satisfaction is an innermost in marketing
research. The famous paper of Keiningham, Munn, and Evans (2003), concluded in his paper that “both
practitioners and academics have accepted the premise that customer satisfaction results in customer behavior
patterns that positively affect business results.” The study who strengthen this argument is done by Seiders and
colleagues (2005) stated that the reprahase and loyalty of the customer are dependent on the customer
satisfaction, which is the most significant aspect of marketing. Furthermore, Szymanski and Henard (2001)
argue that customer satisfaction is the integral part of customer-oriented business practices carried on by any
sort of business.

Mittal and Kamakura (2001) suggests that gaining customer satisfaction is the strategic goal for the
business to achieve. This topic grasps the attention of the researcher since long. It is accepted that customer
satisfaction is essential for the smooth running of the business (Oliver 1980; Fornell et al. 2006; Luo; 2006) and
other researchers have examined theoretical and conceptual underpinnings of customer satisfaction (Rust et al.
2004).

Many worker carried on research on the multiple outcomes of the customer satisfaction. (e.g., Oliver
1980). The of the main outcome is its impact on the human capital investigated by many researcher and
concluded the positive relation (Reichheld and Sasser, 1990). Anderson, Fornell, and Rust (1997) also show that
customer satisfaction optimistically affects the ratio of sales to employee. Rust, Moorman, and Dickson (2002)
proved the relationship of customer satisfaction with the financial performance of the firm which benefit also
goes to the human capital. This is visible by the fact that the satisfied customer repurchase or remain loyal to the
firm, this enhance the earnings of the organization, as with the increase in the horizon of customer satisfaction
its market share will increase. The firms having smooth market share will earn more profitably and competent
human capital starts attracting towards it. Mittal and colleagues (2005) and Rust, Moorman, and Dickson (2002)
also concluded that the customer satisfaction has the impact on the different outcomes. If we talk about the
theory then the human resources theory suggests that being an attractive employer with better human capital is a
key success factor for firms (Becker, 1964).The firms with higher customer satisfaction is liked in the market as
well as famous so they have more attractive employers and thus can often hire better people (as they give
positive signal financial success); as a result, such firms are able to enjoy superior human capital performance
(e.g., Dess and Shaw 2001). All organizations are willing to acquire the best employees from the market so to
have the “star” employees (e.g., Fortune 2006). They understand they worth of human capital in the
organization.

Ryan, Schmit, and Johnson (1996) work on the relationship of customer satisfaction and employee
satisfaction and also prove it as significant and positive. Before their research no previous research were found
on the same variables.

To study the impact of customer satisfaction on the human capital it’s important to have a
methodology. From a methodological point of view, the current study has two distinctive features. First, it is
based entirely on secondary data merged from different archival sources. Second, it offers a dynamic analysis in
a longitudinal design. Before presenting the data and the results, we develop the underlying hypothesis.

H1: Human Capital investment is directly related with the Customer satisfaction.

H2: Human Capital investment is directly related with the employee performance.

H3: Employee performance is directly related with the customer satisfaction.

H4: Employee performance mediates the relationship between human capital investment and customer
satisfaction.

Theoretical Framework
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I11.  Methodology

Data Collection

Questionnaire survey method was used for data collection. To measure Human capital Investment, the
tool was adopted from the work of Black and Lynch (1996). The questionnaire related to the employee
performance and customer satisfaction was adopted from the work of Salanova & Peiro (2005) and Peterson &
William (1992). The regression analysis was applied to measure the relationship between all the variables. The
mediation four steps by Baron and Kenny (1986) were applied to check the mediating role of employee
performance.

Sample of the Study

The Banking sector of Pakistan is the population of the study. It was selected because they have strong
human capital investment and large customer base in Pakistan. The sample of the banks was base on only the
government sector bank National bank of Pakistan, and the other private sectors banks as Habib bank limited,
Muslim commercial bank, the famous Standard Chartered Bank and the Bank Alfalah. Research was conducted
in the cities of Islamabad and Rawalpindi. The sample size of the research was decided on the basis of
researcher convenience. Multiple employees working in the bank were the respondents so that the entire
prospectus of the study was captured. Total 400 questionnaires were distributed for data collection and
convenience sampling is considered because to acquire the reasonable response rate. Out of 400, total 360
questionnaires were collected back in which 345 were completely and properly filled. So the respond rate was
86%.

IV.  Results and Analysis
For the complete analysis the mediate multiple regression models are used in this research paper. The
results calculated after applying the regression shows that there is significant and positive relationship between
all the variables used and p value of significance was less than 0.05. The results are as were expected and the
hypothesis H1,H2, H3 and H4 are accepted.
To explain the average data used in the research we applied the first step which was to do the
descriptive analysis of the variable in the theoretical framework.

TABLE 1.
N Minimum | Maximum Mean Std. Deviation
L 345 2.00 5.00 3.3423 .53833
P 345 2.00 5.00 3.8367 .59348
T 345 2.17 5.00 3.7629 .58952
L.S 345 1.00 5.00 3.3723 .56663
E.P 345 2.00 5.00 3.3713 .56673
CS 345 2.00 5.00 3.3426 .54375
Valid N 345

The regression is run between all the variables in the theoretical framework. There are four facets of human
capital investment (HCI), as learning/education (L), practice (p), training (T) and leadership style which are four
main facets of capital human investment.
The human capital investment is also significantly related with the customer satisfaction and all the facets
showing the constructive and significant relationship by having the p value less than 0.05. this shows that H1 is
accepted.

Regression Analysis TABLE 2.

Model R’ O T Sig.

1 L ,CS 0.59 341 2.631% 0.010
P _,CS 0.61 61 2.27* 0.019

2 T _,CS 0.770 34 11.438*

X 0.243 2.523 0.000

4 L.S_,CS 79 to1

a. Predictors: (Constant), L,P,T,L.S

www.iosrjournals.org 79 | Page



The Effect of Human Capital Investment on Customer Satisfaction

The human capital investment facets and the employee performance were applied in the regression process. The
human capital investment showing the significant relationship with the employee performance and H2 accepted.
The learning has the significance level up to .01 while the other variables as learning/education (L), practice (p),
training (T) and leadership style also has significance value of 0.01. The positive and significant relationship
between the variables shown that if the human capital investment is accurate then the employee performance
will be high. Te learned employee performs better than others so do the practice and trained employees and
good leadership style also give high performance.

Regression Analysis Table 3

Model R? O T Sig.

1 L _, EP 030 0.174 |2.027* 0.01
P _LEP |07 0.214 [2.023* 0.01

2 T _,EP |0.60 0.567 [2.563*

A 0.460 0.765* 0.01
L.S— E.P 0.462 0.01

4

a. Predictors: (Constant), L,P,T,L.S.

b. Dependent Variable: E.P
To verify the relationship between the E.P and the C.S regression results are given the R> 0 .652 with the
significance level up to 0.01, hence H3 accepted as shown by the results. The customer satisfaction will increase
if the employee performance is better as the employees whose performance is better ultimately satisfied the
customers.

Regression Analysis Table 4
Model R’ O T Sig.
1 EP_,CS |652 419 2.152* 0.01

a. Predictors: (Constant), E.P
b. Dependent Variable: C.S

Baron and Kenny (1986) who used the mediation by giving his rules for running the mediation, the required
three conditions are fulfilled as there is significant relationship between the human capital investment and
employee performance and the customer satisfaction. The significant relationship predicts the mediating role of
employee performance between the human capital investment and the customer satisfaction shown in the table 5
which indicates the acceptance of H4.

Regression Analysis Table 5

Model 0 R Square Change Statistics
R Square F Change | Sig. F Change
Change
0.193 571 211 33.512 .000

1
a. Predictors: (Constant), E.P
b. Predictors: (Constant), E.P, HCI

V.  Discussion

The results of the research paper are significant and human capital investment is positively related with
the customer satisfaction. While the employee performance is playing the role of mediation. The literature also
supports the above results. The capital human investment is the intake of highly capable employees which have
good performance level so the customer satisfaction will be achieved by the organization. The employee
performance is high then customer will be satisfied and vice versa. The human capital investment is transferable
so if the employee performance is high, he can get better option from the market and van switch to new job.
Similarly capital human investment is the actual asset for the organization, because they are the one who
ultimately interact with the customers either directly or indirectly and this interaction determines whether the
customers are satisfied or not.
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Limitation And Future Prospects

There is problem in the genera of the results because the sample of the study only contains the cities of

the Capital Islamabad and its adjacent Rawalpindi. The further research can be conducted by using the different
methodologies and methods in addition by collecting data from the large sample size from different regions.
This will lead to verify the results consistency and authentication of the results.

Implication

The results of this study show the relationship between the human capital investment and the customer

satisfaction mediating the role of employee performance. The results are used to make the policies in the
banking sector as well as other organizations to develop a relationship with the customers and utility enhance
the profitability.
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