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MEDIATING ROLE OF JOB SATISFACTION IN THE RELATIONSHIP
OF INTERNAL MARKET ORIENTATION AND ORGANIZATIONAL
PERFORMANCE

The study investigates empirically the effects of internal market orientation on organization-
al performance, and the mediating role of job satisfaction in internal market orientation and per-
Jformance relationship. The data was collected through a structured questionnaire from a conven-
ience sample of 220 managers from diversified industries. Correlation and regression analysis were
used to test the hypothesized relationship. The results indicated that internal market orientation
predicts organizational performance, and job satisfaction partially mediate internal market orien-
tation and performance relationship. The study provides useful insights for decision makers to plan
appropriate strategies to promote internal market orientation and foster job satisfaction for sus-
tainable competitive advantage.
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Myxamman Acig Xan

INOCEPEAJHUMIIBKA POJIb 3A1IOBOJIEHOCTI POBOTOIO
Y BUITHOHIEHHAX OPIEHTAIIIT HA BHYTPIIIHINA PUHOK I
E®EKTUBHOCTI AISIJIbHOCTI OPTAHI3ALIIT

Jlocaioncenns npuceseHo emnipuvHoOMy GUGHEHHIO 6NAUGY OPIEHMAUii Ha GHYMpIuHIl
PUHOK Ha ehekmusHicmo disabHoCmi opeanizauii, a Maxoic nocepeoHuubKoi poai 3a0060.1eHoCMi
pobomoro y GiOHOWeHHAX opieHmauii Ha eHympiwHili puHoK i egexmuenocmi OisiabHOCHMI
opeanizauii. /lani 6y10 3i6pano 3a 0onomo20r0 cmMpyKmypoeanoi aHKenu 3 Hepenpe3eHMamueHo0
eubiproro 3 220 menedcepie y pisHux eaay3sax npomucaogocmi. Jas nepesipku 2inomemuuHux
CMOCYHKI8 BUKOPUCMAHO Kopeasuilinuil i peepeciiinuil anaatiz. Pe3yabmamu nokazaau, wio
opicHmauyisa Ha 6HymMpiwHIil PUHOK CHPUSE NIGUUEHHIO eheKmusHocmi disabHocmi op2anizauii,
a 3a0060.1€eHicMb poOOMOI0 0NOCEPeOK0BaAHO 6NAUBAE HA GIOHOUEHHS OpIEHMAaIl Ha GHYMPIUHIT
PUHOK [ npodykmuernocmi. Y oOocaidxcenni micmumbcs Kopucna ingopmauis oasa ocio, wo
npuiimaromo pilleHHA, 045 NAGHYBAHHS BIONOGIOHUX cmpameziii 3 po36UMKy opicHmauii Ha
GHympiwHill pUHOK [ 0451 CHPUAHHA NIOGUWEHHIO 3A00804eHOCMI PoOOMor 04 cmilkoi
KOHKYpeHmHoT nepesazu.

Karouosi caoea: opienmauyis na 6HympiwHiti puHoK, 3a00804eHiCb pOOOMOI, NPOJYKMUBHICMb,
Illaxkucman.

Myxamman Acud Xan

IMOCPETHUYECKAS POJIb YIOBJIETBOPEHHOCTH PABOTO
B OTHOIIIEHUAX OPUEHTAITN HA BHYTPEHHU PEIHOK 1
OPOPEKTUBHOCTU AEATEJIBHOCTU OPTAHU3AIINN

Hccaedosanue nocesauwieno 3MRUpuUMecKomy U3YHEHUIO GAUSHUA OPUEHMAUUU Ha
GHYMpeHHUll PbIHOK Ha JIPdexmusnHocmv 0essmeabHOCIU 0PeAHU3AUUU, A MAKHCe
nocpeonuyeckol poau ydoeaemeopeHHOCMU pPaAGomol 6 OMHOWIEHUSX OpUeHMAUUU Ha
GHYmMpeHHUIl PbIHOK U 3hhexmuenocmu desmeavHocmu opeanusauuu. Jlannsie 6vLau coopansl ¢
NOMOWBIO CIMPYKMYPUPOGAHHOU AHKEMbL C Hepenpe3eHmamueHol 6vto0oproi uz 220 menedxncepos
6 Pa3AUMHBIX OMPACAAX npombiuaeHHocmu. /[as npoeepku 2unomemuyecKux OMmMHOUleHui
UCNO0Ab308AHbL KOPPEAAUUOHHBII U peepeccuonnblii anaau3. Pesyismamot noxazaau, uwmo
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OpueHmauus Ha 6HYMPEHHUI PbLIHOK CNOcoOcmeyem noegvluenulo 3@ gexmuenocmu
OesimeabHOCU Op2aHu3auull, a yoo6.1emeopeHHOCs pabomoli KOCEEHHO 6AUsIeN HA OMHOULeHUS
OpueHmauuu Ha GHYMPpeHHUIl PLIHOK U npoussodumeavHocmu. B uccaedosanuu codepyucumcs
noaesnas ungopmauus 04a AUY, NPUHUMAIOWUX pPeWeHUs, 041 NAGHUPOBAHUSA
COOMEemcmeyIowux cmpameuii no pazeumuio OPUeHMANuUU HA GHYMPEHHel PLIHOK U 045
Ccnocobcme0s8anus no6vlueHUI0 Y006.1eME0PEeHHOCIU padomoil 045 YCHolHU68020 KOHKYPEHMH020
npeumyuwecmea.

Karouesnvie caoea: opuenmayus Ha GHYMPeHHUL DbIHOK, YO0081emME0PeHHOCMb pabomoil,
npouzsodumenviocmo, [lakucman.

1. Introduction. Organizations have to remain proactive to align to emerging
changes to stay competitive and sustainable (Aghazadeh et al., 2007). In the knowl-
edge-based economy, the role of services has been crucial in transformation of eco-
nomic development. To remain competitive, service organizations focus on changing
priorities of customers' and aligning their business processes and workforce behaviour
to achieve excellence (Wilson et al., 2008). The role of employees is crucial in achiev-
ing strategic objectives of customers' satisfaction, and loyalty through service excel-
lence. Employees'-customers' interface determines the quality of service and cus-
tomers' satisfaction (Yoon et al., 2004). Internal market orientation (IMO) is
extremely important for service organizations in which employee-customer interface
manifests organizational orientation toward customer focus (Frost and Kumar, 2000;
Greene et al., 1994). A high standard of internal quality results in right attitude, and
positive and responsive behaviour of satisfied employees positively affects their inter-
action with external customers and leads to organizational effectiveness (Bitner et al.,
1994; Lings, 2005; Zeithaml et al., 1990; Gounaris, 2006).

In Pakistan services make 59% contribution to the gross national product. IMO
offers opportunities to achieve service excellence. Limited studies have been done to
explore this phenomenon within the context of Pakistan. The present study is an
attempt to make a contribution in this regard and add to the existing knowledge base
relating to this important aspect in a developing economy.

The purpose of this study is to examine empirically IMO and its effects on orga-
nizational performance (OP). The study also explores the mediating role of job satis-
faction (JS) of employees in IMO and OP relationship in service organizations in
Pakistan. The study offers useful insights for decision-makers to use IMO as a strate-
gic measure to enhance JS of employees and OP to make firms competitive in a
dynamic business environment.

2. Literature Review. The domain of IMO has varied dimensions. Berry and
Parasuraman (1991) argued that IMO focuses on enhancing attractiveness of firms as
the best employer with a view to attract and retain best performers to provide superi-
or performance of services to external customers. The primary focus of IMO is a
bond between employees at all levels in a firm (Rayej, 2008). Researchers distinguish
IMO as an approach to attracting, developing, motivating, and maintaining talented
employees through supportive enabling internal environment and meeting employ-
ees' diverse needs (Cahill, 1995). Gummesson (1991) found it as a critical aspect of
marketing. Kotler and Armstrong (1999) asserted that IMO should receive priority
over external marketing. Rafiqg and Ahmed (2000) termed it as a systematic market-
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ing approach to deal with likely resistance to organizational change [15]. IMO
emphasizes increasing acknowledgement and significance of employees' role in
achieving organizational goals. This recognition enhances employees' satisfaction
and develops customer-focused and market conscious workforce (Gronroos, 1981).

OP is a multidimensional construct. Researchers have opposing views about the
measurement of organizational OP. Researchers argue that objective dimensions
based on profitability, market share, sales, and revenues are important indicators of
performance. These objective metrics, however, suffer from manipulated reporting
and lack of transparency (Bae and Lawler, 2000; Hoskisson et al., 2000).
Researchers also opine that in subjective dimensions of productivity, customer satis-
faction, and employee fulfillment, employees trust in management, product, and
service quality, employees' attitudes and behaviours constitute essential dimensions
(Batt, 2002; Chen, 2007; Gibbs et al., 2004; Jayaraman and Vong OiFong, 2008).
This study has focused on both objectives and subjective measures relating to OP.

Strong evidence exists in literature that IMO leads to superior OP. Researchers
established that the outcomes related to internal OP dimensions include enlarged
employees' satisfaction and retention (Bowen, 1999), increased motivation and spir-
it (Piercy,1995), enhanced OC (Stauss and Schulze, 1990), diminished employees'
dysfunctional behaviour (Ramaswami, 1996), and reduced intention to leave
(Ozment and Keller, 1999). The OP dimensions pertaining to external aspects
include improved quality of services (Gronroos, 1981), satisfaction of customers and
increased market share (Greene et al., 1994), and improved image amongst external
stakeholders (Crawford and Getty, 1991).

Hoppock (1935) stated that job satisfaction is related to employees' attitude,
emotions, and their subjective response toward job. Luthan (1998) noted that it is
characterized by many aspects like quality of work life, content, and context, and
viewed it as an emotional response, related to outcome and established by meeting or
exceeding expectations. Porter et al. (1974) emphasized that job satisfaction depends
on the level of expected and tangible outcome. It has been established that JS is
affected by overall organizational environment and is critical to employees' response
to excellence in service delivery. Kalleberg (1977) argued that employees' satisfaction
by job depends on multidimensional aspects that affect employee's job. Extrinsic and
intrinsic aspects directly affect JS, though the later has a priority in satisfaction in
reward context. Challenging work-related goals and feelings of accomplishment and
job-related benefits influence JS (Rehman et al., 2010). Harter et al. (2002), in the
meta-analysis of previous studies, found substantive and positive relationship of JS
and aggregated employees' attitude and business unit performance based on out-
comes of profit, productivity, employees' accident, turnover, and customers' satisfac-
tion. The empirical research found evidence that JS influences OP (Harter et al.,
2002; Schneider et al., 2003). Researchers found significant and positive relationship
and effects of JS on OP (Argyle, 1989; Kotler and Keller, 2006; Singh, 2000; Zhou et
al., 2008).

Based on the literature review, the following hypotheses are formulated:

H1. IMO predicts OP.

H2. JS predicts OP.

H3. JS moderates the relationship between IMO and OP.
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3. Method. This is a quantitative causal study. The population is composed of
employees of 10 diversified service organizations (telecommunications, information
technology, and financial services). A convenience sample of 250 managers was cho-
sen for study. 230 questionnaires were received. 10 questionnaires were discarded due
to insufficient information. 220 questionnaires were used for data analysis. The
response rate was 88%. The instrument was adapted from previous research. IMO
scale was based on the study of Kohli and Jaworski (1990). JS was operationalized
based on the measure used by Hackman and Oldham (1975). OP was measured using
financial as well as non-financial dimensions, and the scale was adapted based on the
study of Zhou et al. (2008). The internal consistency of the data was assessed.

4. Results. The results indicated Cronabach's alpha of IMO (.855), JS (.79), and
OP (.74) respectively. The values indicated adequacy with regard to the internal con-
sistency (Nunnally, 1978). Principal component factor analysis with varimax rotation
method was used in factor analysis to determine interrelations of variables. The results
of factor analysis indicated Kaiser-Meyer-Olkin value of .80, and significant Bartlett's
test of sphericity at p<0.001. Factor loading of less than 0.50 were not used. The fac-
tors explained 61% of total the variance.

Table 1. Correlation Matrix

Variables MO JS op
IMO 541 616
JS 541 - 824

** Correlation is significant at the 0.01 level (two-tailed).

Correlation matrix at Table 1 indicates positive association between all the vari-
ables. This relationship is statistically significant at p < 0.001. The results of correla-
tion highlight that, at the bivariate level, the mandatory conditions required to test the
mediating effect have been complied with.

Table 2. Regression Analysis

SteplV DV R? R? F Stat. F Stat Sig.  Beta T value  Sig.
Change Change

1. IMO OP 379 - 184.68 - .000 616 13.59 .000

2. JS OoPpP 176 - 64.65 - .000 420 8.04 .000

3.IMO OP 38 009 19550 4328 000 553  10.20  .000
JS 113 208 .000

Baron and Kenny’s (1986) method was used to measure the mediating role of JS
in the IMO—OP relationship (Baron and Kenny, 1986). The results are in Table 2.
The results indicate R* change as a result of mediation. The results indicate that IMO
positively and significantly affects OP, JS positively and significantly influences OP,
and JS moderates the relationship between IMO and OP. The Sobel test results indi-
cate value of 2.0667, and probability value 0 .0387 which is significant at p < .05. The
Sobel test results substantiate that JS partially mediates the relationship.
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5. Conclusions, Recommendations and Future Implications. The changing business
environment offer unique challenges to service organizations in Pakistan. The overall
economic downturn, high cost of living, and escalating security environment have seri-
ously affected the consumers' pattern of consumption. Organizations are responding to
the environment through cost cutting strategy affecting overall organizational internal
environment and consequently employees. Under these challenging circumstance,
IMO provides an opportunity to organizations to foster employees' satisfaction, com-
mitment, improved service quality, and overall organizational performance.

The purpose of the study was to examine empirically the impact of IMO on
employees' JS, and OP. The results of the study offered positive support for the
hypothesized relationship and impact of IMO on employees' JS and OP. The empir-
ical results indicated that IMO predicts JS. In addition, empirical evidence has been
established that JS mediates the relationship between IMO and OP.

The study has found strong evidence that JS has positive effects on OP. This is in
line with logic that satisfied employees would excel in behavioural interface with cus-
tomers, and would be at their best in making this interface very pleasant. The pleas-
ure of this interface would result in positive and enthusiastic response from the cus-
tomers reflecting their overall satisfaction. The meta-analysis of 26,334 individuals
supported the results of the present research that JS was significantly correlated with
performance (Riketta, 2002). Parasuraman et al. (1991) asserted that employees' sat-
isfaction is a prerequisite to customer satisfaction. Malhotra and Mukerjee (2004)
emphasized that employees' happiness and satisfaction result in high quality service
performance. Snipes et al. (2005) stressed that employees' satisfaction is critical to
achieve external customers' satisfaction. These studies validated the results of the
present study that IMO effects employees' JS significantly contribute toward OP. The
results of the present study are in agreement with the results of earlier studies that
IMO has positive and significant relationship and effects on JS, and OP (Ahmed et
al., 2003; Kim, 2005; Lings, 2004; Rodrigues and Pinho, 2010; Slatten and
Mehmetoglu, 2011; Tsai et al., 2010).

The study supported empirically the notion that IMO has positive effects on
employees' performance and that JS significantly contributes to OP. The results pro-
vide useful insights for professional decision makers to use IMO as a strategic tool to
influence JS and OP. IMO needs a cultural change in a holistic manner aligning orga-
nizational processes for respond proactively to emerging needs of a employees and
external stakeholders. Greater focus need to be placed on effective human resources
management policies to provide enabling environment for development of employees
in quality of work environment. The investment in IMO programmes should be
viewed as a strategic investment.

Frontline managers play an important role in implementing IMO concept. It is
essential for them to fully comprehend the strategic advantage of IMO programmes,
build long-term association with employees, gain their trust and respect, and become
facilitators. They need to demonstrate caring and supportive attitude, act as role
models and advocates of IMO philosophy, and respect and value employees, their
work, and feedback to improve IMO programmes. Contribution in promoting, coor-
dinating, and implementing IMO programmes must be an important aspect of man-
agerial performance evaluation.
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The sample size of firms is small, that may limit the generalizability of the results.
The possibility of bias in self-reported measure may arise. The future study should also
include larger number of diversified services and manufacturing organizations. The
public and private sectors organizations may be explored. The effects of contextual
factors like organizational climate, role of supervisor and peers, personality dimen-
sions, emotional intelligence may be explored. The determination of attitudinal
dimensions needs time, hence a longitudinal study would be more appropriate to
measure the mediating role of JS.
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