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Abstract

The objective of this study teinvestigate thénfluence of internamarketing on external

service quality ifNlyala Insuranc€ompany(NISCO).

Eventhough the growing importance of peopieservice sectorsare supported imain
literatures there are still problems where tradaioapproaches of managirtgusiness that dully

focuson externalcustomerssatisfactions still abelievesof manyfirms.

The population of interest in this study was prefesal frontline staffs of NISCO. One hundred
sixteen questionnaires were distributed and 108stqpmenaires were returned, yielding a
response rate of 93.1%. The regression analysgssti@at Internal communication, Employees’

training, and Empowerment are significant to exptae variationn externalservicequality.

Thefindingsrevealthatthereis significant influecne of internal marketing dimention: Internal
communication, Training, and empowerment; on exerservice quality except for one
dimention only i.e. reward/performance incentiveichkhhas insignificant influence. ik

recommended that there is need for NISCO to segditof their role in spearheading internal
marketing initiatives, for a more proactive appioandfor effectiveimplementatiorof internal

marketing strategies. The study will be of valueftiture scholars by stimulating further
research to develop a better understanding of natemarketing best practices applied in

Ethiopian insurance industry.

Xi



CHAPTERONE

INTRODUCTION

In this section the background information aboutegal service marketing and its development
are discussed. Moreover, changes in the mind kgedewith IM (Internal Marketing) in service
sectors which undergone a rapid internal restriuand ever changing external business
environment will be entertained. Inaddition, th&rtgportrays research problems, questions and
objectives of the study, significance, scope & mdhtion, and limitations are put in place
briefly.

1.1 Background of the Study

Marketing of services is the art of managing thstamers’ expectations and aspirations, created
through the creative communication strategiess lll about managing the promises-promises
made to the customers and promises kept (ZeithachBitner, 2005). People (employees), also
known as internal customers in the context of ses/imarketing, play a major role in fulfilling
these promises to the external customers. Theicdh$samework of services triangle, describes
three types of marketing that must be carried eatrdessly for a service to succeed i.e. external
marketing, interactive marketing and internal mérg (Kotler, 1990; Bitner, 1995 and
Groonroos, 1999).

On the other hand, however, companies focus onlgxd@rnal relationships, partially or totally
neglecting internal relationships (Gummesson, 2088jlding an organization that cares for
each individual client always starts with buildisggong internal relationships. All companies
that are able to do so will obtain higher perforgem Originating in services marketing, the
concept of internal marketing approaches the prob&# building internal relationships by
treating the employees as the company’s first ecaste (Bruhn, 2001)

The concept of Internal Marketing (IM) ia a rel&ly new approach that has been investigated
by researchers and adopted by companies in ordeh&mce the quality of their products and
services and to achive a better performance. Tdoaginesses have found it indespensable to
look inward and asses their operations internallychange in mindset has emerged through
research that is conduucted in this area where apmep are regarding their employees as
customers. The vitality of Internal Marketing mdnghlighted in selling of Service product



when customers pay for service products; they etal&ervice Quality (SQ) according to their
predetermined expectations with respect to howiseremployees should behave. Thus, the
willingness of service employees to deliver qualdgrvice plays a significant role in an

organization’s attempts to satisfy customer exgiecta (Humborstad et WhitfielR(2008).

In a Service organization, the services qualitgrie of the most important factors to retain and
gain new customers. One of the most important factdich can employ the employees’ skills,
attitudes and behavior in better providing the e quality is internal marketing (Bairstow &
Skinner, 2007).

Ahmed (2002) explained Internal marketing as a tooktreate motivated customer oriented
employees by using marketing tools to satisfy eyg®#s’ needs by treating both organization
and jobs it offers as products.

Firms must put more care on and satisfy employg@siand, commitment and inspiration in

work and then push the employees to provide bsterice attitude and quality to customers.
Lings (2004) pointed out that many researcherseaotgbne important focus, the demand of
internal employees, especially those who direotytguch with customers. Satisfied customers
can be achieved if the employees are satisfied€Kb©90).

The vitality of internal marketing more bring t@hit in selling of service like insurance product
when customers evaluate service quality accordingheir predetermined expectations with
respect to how service employees should behaves, T willingness of service employees to
deliver quality service plays a significant rolean organization’s attempts to satisfy customer
expectations (Yafang & Wang, 2011).

By fulfilling internal customers’ needs, workerscbhene more motivated and devoted to offer a
high quality of service, ensuing in external custoshexpectations being well satisfied (Kotler,
1991). As a result IM is a means for altering ergpbs’ attitude and behaviors toward
organizational goals, and meeting customers’ egpect (Gronroos, 1990; Zeithaml & Bitner,
2002). Therefore, internal marketing is usefultiaiaing service superiority.

In due course, Nyala Insurance S. C. (NISCO) wtabéshed in 1995 pursuant to the enactment
of the Insurance Business Licensing and SuperviBraglamation 85/1994 to engage in general
insurance business with a subscribed capital of B million and paid-up capital of Birr 7
million. Over the course of time NISCO continuedetxpand its service offerings, distribution
channel, and financial capacity. Accordingly, NIS@3umed Life insurance business in August



2005 and Micro-insurance service in 2007. Curremi5CO raised its paid up capital to 340
million Birr and guarantees protection with caretsocustomers through three pronged services:-
General, Long-Term and Micro-insurance solutionthvé network of 45 service outlets (30
Service Centers and 15 Contact Offices) distribatedver the country. NISCO have a total of
378 permanent employees. Undeniably, NISCO becamnesof the leading private insurance
companies in Ethiopia. (Company Profile, 2019).

Nyala Insurance S.C, like any other insurers inabentry, is selling promise to its clients. The
Insurance products are standardized in nature @fidull to differentiate easily with other
competing brands and hard to achieve customefagzttan in the traditional way.

This research, therefore aim to assess the infeuaicinternal Marketing (IM) on external
service quality at Nyala Insurance S.C with a palér emphasis on frontline Staffs i.e.
Underwriters, Claims Officers, Cashiers and Manadeund in Addis Ababa.

1.2 Statementof the Problem

Many literatureson IM frequentlymentionthatbusinessethatwantsto deliverbetterquality to
satisfy its external customers should first solvey @roblems related to internal customer
unfulfilled needbecausefulfilling employeeneedsenhancesmployeemotivationandretention,
andasaconseguencthehigherthedegreeof employeesatisfactionthe higherthepossibilityof
generatingexternalsatisfactiomandloyalty. ZampetakisandMoustakis(2007).

According to Greene et al., (1994) methods forcedfitly improving Service Quality (SQ) are
pertinent to Internal Marketing (IM) because ineviiig a service, employees not only represent
the organization but also provide a crucial soethlservice encounter’ (Carr 1990, Tansuhaj et
al. 1991). Kotler (1991) defines IM as a methodt thayanizations use to hire and maintain
employees and to motivate them to provide betteties to customers.

There are two important dimensions of service thakes quality internal marketing invariably

significant for service sectors; first becauseha intangibility element of the service products,

where customers most often rely on such tangibds ¢toijudge the service performance. Second
simultaneous production and consumption of sentlt makes each service encounters
significant in determining customers’ satisfactiéts Ferguson and Brown (1991) argued that
the function of marketing is not only to providegucts for sale, but also to take care of the staff
where direct human contact between customer-coataptoyees and the customer is demanded,
because of the simultaneous characteristic of ser@donsequently, employee relations and their



interaction with customers become critical in pdivg a quality service.

IM is based on the notion that organizations primgjcemployment security are committed to
their workforce and that when internal customerdseare fulfilled through IM, their satisfaction
will increase. The promotion of staff satisfact&imuld also increase, with good SQ resulting in
promotional marking activities (Bansal et al., 2p01

To put more, personnel of the firm are consideedree of the additional service marketing mix
who are all human factors involved in service dalywwhere the way they appear, behave,
handle transactions and complaints become the fmastsaluating service.

Further Harvir S. Bansal.,(2001) differently statédt it has been intimated that organizations
should put employees first since customer loyadtty anly occur if and only if the employees of
a service organization subscribe to this relatigngiuilding orientation. Thus IM is the only
factor for effectively implementing this relationgh

Since service delivery occurs through individualaldegys among service providers and
customers (Goran 2006), the service encounter giamut service delivery process mostly
determines the degree of service quality delivéoedients (Malhotra & Mukherjee 2004).

In the service organization, employees are vitat pa the service offered to customers and
hence, there is a need to ensure that they caitiprafy deliver the promises made to customers
in all service delivery encounters as service entmg are labeled as moments of truth where
contact employees have undoubtedly one of the difigtult yet rewarding jobs in the service
organizations (Rajnagar, Ghaziabad, 2010).

Besides this one side perspective of business fiengployees also want their managers or
employers to understand their emotions and intelleant to be treated as individual; require
open and direct communication channel with top etiees where unless this requirements are
fully met, employees will be less committed towatlsir job which could ultimately influence
their satisfaction and productivity in the longnter

Aragon- Sanchez, Barba-Aragon and Sanz-Valle (2008) Katou and Budhwar (2007) found

that training has a positive effect on quality, vdas Ely (2004) reported that training has a
significant and positive effect on customer satistan. Similarly, Johnson (1996) gives proof of

a relation among service training and customesfsation. They found that service training

programmes were helpful in facilitating custometrsfaction.



On the other hand, Organizations may simply propeseice promises, though promises cannot
easily be seized by companies unless otherwiseoyegs are suitably rewarded (Zeithaml &
Bitner, 2002). Rewards like salary increments, ls@sy strategic rewards, and advancement are
mostly to encourage employees to comply with congsganision and missions. (Y. Tsai and T.-
W. Tang, 2008)

Organizations can use internal marketing practigegresenting and communicating companys’
visions to employees with enthusiasm, to rapidlyugeorganizational service culture (Morgan,
1991). While service culture is created, serviaevjgters will be aware of that superior customer
service is expected, and they will more likely fieosuperior service (Liao & Chuang, 2004).

Most external customerspots on the course of action of service occurramckas a result, it is
vital to know behind the scene processes for therogpiate execution at the moment of truth,
while the transactions occur. Undoubtedly in thekating of serviceghisinteractiveprocess is

a crucial aspect as it enables the developmentbmg-ferm relationships thereby assuring
customer retention and long-tesmccesgAlbert andpeter,1998).

Insurers are performing and sell identical servitiesy can only distinguish base on the manner
at which they delivery their services. Servicedaty is basically depends on how employees go
by the laid down process of the company. Therehesefore the need to practice internal

marketing in the insurance company with the intanthat satisfied employee can easily satisfy
clients who patronize their services.

However, little or no attention has been given ke timpact of internal marketing on
SERVQUAL in the insurance industry particularlydaveloping countries like Ethiopia.

In addition, most research in the field concenttab@conventional marketing method which
only target external customgieithaml& Bitner,2005).Hence thereis greatneedto establish
the internal marketing strategiekich leads to satisfieeimployees andsatisfiedcustomers
(Pervaiz etl.,2002).

Besidesjndicationof perceived service quality gapeebecomingevident in the insurance sector
where one could observe some of this problems kkengated claim handling, incompetent
service delivery, dishonored anffensive staffs. All this negative perception aedponse of

customers might be the outcome of unsuccessfutnatenarketing programmes that fails to



achieve its targeand surfeit the company with an enormous cost amdlliultimately result in
low customer satisfaction, and loyalty.

Hence, this research attempts to investigate tipadmof IM programs on service performance
perceptiorempiricallyby evaluatinghe proposedM frameworksn NISCOfrom theview point
of employees.

Furthermore, to the knowledge of the researchttle is known about the relationship among
Internal Marketing and Service Quality in the comtef Insurance Industry. The previous
researches in the field showed the relationshipvdet Internal Marketing and Service Quality
(Shahri and Andervazh 2016)owever, the influence of Internal Marketing on\Beg Quality
has not been yet covered and this study tried $esssthe combined effects the aforementioned
variables in the context of Insurance Company. piesent study will add some knowledge in
this gap.

1.3 ResearchQuestions

1.3.1 General ResearchQuestions

This research intends to answer the following neteajuestion: How internal marketing
influence the external service quality in the calsHyala Insurance S.C?

1.3.2 SpecificResearchQuestions

This research has tried to answer the followingstjases:

1. How much effectual Internal Communication impadieexal Service Quality?
2. Is Empowering of employees has greater impact oereal Service Quality?
3. Is employee Trainings has greater influence onreateservice Quality?

4, Do strategic rewards have greater impact on ext&sice Quality?



1.4 Objectivesof the study

1.4.1General Objectives

To examine the influence Internal Marketing Pragion External Service Quality in the case of

Nyala Insurance SC.

1.4.2 SpecificObjectives

. To examine how Internal Communication impact Exaé®ervice Quality.

. To determine the effect of empowering employeesomalSxternal Service Quality.

. To investigate the effect of trainings on Exter8alvice Quality.

. To find out whether strategic rewards have graatpact on External Service Quality.
. To pin point the dominant dimensions of IMP whiaofluence SQ.

. To understand the weak point in the company’s pradf IMP which influence SQ.

1.5 Significanceof the Study

Any kind of researcthassomethingo addto theaccumulatedbodyof knowledgeof mankindbut
it is also usedo solveparticularproblemathandsuchasin our caseThis studyhavea good deal
of lesson because is conductedn a finanacial institution with many years of expade in
service provision anthe chronicproblemcustomergomplainthesedays.

The study is also being useful to various stakedrsldsuch as the Staff and Management of
NISCO, researchers, student researcher, etc. Merethe management of NISCO will be
informed of how IM strategies of the Company inflae the overall Service Quality.

The study will value to the future scholars by stiating future research to develop better
understanding IM and SERVQUAL and it will also cotites to the wider body of knowledge
in marketing, and corporate world.

1.6 Scopeand Delimitation of the study

This study focused on the influence of internal keing on external service quality. The study
is limited to only service organizations and toyoohe Company, Nyala Insurance S.C. In
addition, this study focused on the elements @rivdl marketing i.e. Effective communication,



Effective employee empowerment, Employee servaitig, and Reward System that influence
Service Quality. Other elements that are involvedinternal marketing are excluded since
factors taken individually may have very small eff@lus it is unmanageable to include all
elements within this study. It is worth noting thia¢ term employee in this study refers to front-
line employees.

1.7 Limitation of the Study

The study focused in Nyala Insurance S.C, whioghtlimit theinference othestudy’s results
to the entircompaniesn theindustry.

The study depends on thdormationit getsexclusivelyfrom professionalront line employees
i.e. mainly Underwriters, Claims Officers, Cashiargl Managers found in different branches of
NISCO to assess the IM practices.

Since the study employs simple random samplingnigcie to target its employee participant
there might be some demographic characteristies) as gender, positioapnddepartmenthat
couldhaveanimpacton bothgroupsof respondentdbehavior.

On the other hand, because of the inherent set tlattte sampling techniques, few important
employees were skipped who have different expegienc

1.8 Organization of the study

This research contains fiwhapters. The firs€hapterconsist an introduction or background
of the study, statemenf theproblem research question [general and specific questiars],
objective of the study [general and specific obyas], Significance of the study, Scope and
delimitation of the study, limitation of the stu@nd organization of the study also included.
Chapter two encompasses a detailed critical revoéwiterature thechapter comprises two
strings i.e Theoretical and Empherical litraturehisT chapter also scrutinize conceptual
framework. Chapters three report the research rdetbgydetailsasawhole. Chapter four
includes datanalysisand presentation. Chaptercovers conclusiomecommendation and
implications.



CHAPTER-TWO
REVIEW OFRELATED LITERATURE

Organizations can advance frontline employees’statiion by means of internal marketing
(Gro“nroos, 1990). Moreover, internal marketing rabso direct front line employees to be more
willing and able to deliver a high quality of sexgito external customers. Accordingly, internal
marketing will be determinant factor on servicelgya

2.1.Theoretical litrature Review

2.1.1Historical Background of Internal Marketing

Some scholars argue that the development of tiveceezconomy in the seventies forces service
firms to recognize that its most critical produetivesource is its workforce. John and Zahid
(2003) say the concept of IMis a relatively recagparture from more traditional notions of
marketing. In particular, service marketing litewat could be credited as a major contributor to
IM that advances academic debate in IM field amdeasing its relevance across a wide range of
academic research activities. As (Jos Bartels 2@@6)ared “Several authors have emphasized
the importance of internal marketing as being pdrthe conceptual framework of service
marketing. At the individual level Berry (1981)dsedited for coining the term IM”. He suggests
that IM can be considered as “viewing employeesnternal customers, viewing their jobs as
internal products.” In the same gesture, (Ucherasxifal, 2008) stated that the emergency of IM
traced back to 1970s which result from changinghage in the nature of internal business
environment which increased their focus on emplgyegormance as a key to organizational
performance.

However, there is still confusion and area of kdbout the exact domain of IM where authors
are still in conflict on whether it is the domaihservice marketing practice or HR program. In
the marketing dimension as noted by Nordic SchdoBervice Marketing recognizes that
internal marketing, as well as being a set of margetools, is a philosophy that actively
promotes motivation, rather than using the passpproach used traditionally.



Emphasizing its multiudinal aspect Joseph (1996)néde IM as the function of marketing,
HRM, and allied theories, techniques, and prinaigte motivate, mobilize, co-opt, and manage
employees at all levels of the organization as aatiouously develop the way they serve
external customers and each other.

There are studies which treat IM as both by crgaanmodel of internal marketing which
integrate aspect of HR management and servicesetnagKiterature.

As Harvir (2001) noted employees should be viewsd agsets and investing on their
development should not be considered as a costnthat be controlled instead they should
continue investing in with extensive training analeer development. This HR management
style is used with the implicit purpose of incregsorganizational performance by ensuring that
employees are committed to the organization anghoisds.

Sasser and Arbeit were among the first to use ¢ tinternal marketing” to refer to their
assertion that employees are the first market effitm. Employees are essential and central to
delivering the services that are provided, thuy thest be knowledgeable and motivated.

2.1.2Internal Marketing

Berry (1981) pinpointed that employees are just ilkkstomers. It is necessary to understand the
employees’ requirements to make them satisfied witiwvorking environment (physical and
psychological environment), get along with colleegjuand obey a leaders’ supervision from
work in order to provide a high quality service dostomers. Gronroos (1984) proposed the
Service Triangle and claimed that the service mssinshould not only market to external
customers but also need to market to internal eyep®, so they can provide good service
through interactive marketing. The marketing targétinternal marketing is called internal
product, and its marketing object is internal costes (Hsaio, 1997). Kotler (1991) considered
that internal marketing is successfully in applyergployment, training and motivation methods
to make employees concerned customers.

An organization should emphasize internal markethegfore external marketing. If an
organization does not provide employees internaketang, external marketing cannot perform
smoothly.
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The purpose of internal marketing is to facilitaie organization to build an efficient internal
management environment and make employees workitbi@ctomplish its organizational goals
(Wu & Huang, 2000; Chang, 2007). Considerable nuntfescholars believes the importance
for an organization to identify its employees. Aganization should treat employees as internal
customers to give them organizational visions bylypg marketing concepts and manage
different types of exchange relationship througkrnmal communication methods such as
training, motivation, and evaluation to build afi@ént internal management environment, so
they will accept organizational missions and goasl increase satisfaction and loyalty to
achieve the expected organizational goals (Be@811Rafiq & Ahmed, 2000; Johnson et al.,
1986; George, 1990; Joseph, 1996; Cetin, 2006;,Sfary, & Kuo, 2006; Chang & Chang,
2007).

Berry and Parasuraman (1991) asserted that therseaeral advantages for an organization to
promote internal marketing: (1) to obtain and me&icellent people, (2) to provide common
visions so that employees will feel their work hgueposes and meanings, (3)to equip
employees with good ability and knowledge for thg@b, (4) to make employees enjoy the
results of teamwork, and (5) to engage in desigrkwoaccord with marketing research.

2.1.3The Essencegor Internal Marketing

Kotler (1991) defines IM marketing as a way thatamigations apply successfully to employ,
retain and inspire employees to deliver qualityviser to external customers. Likewise,
Gro'nroos (1990) and Varey (1995) argued that ih lbe applied to change employees’
attitudes and behaviours. For instance, Tansuhaj.et1991) describe that IM can provoke
employees’ organisational commitment, duty involeat) motivation and job satisfaction. IM
stresses that organisations can maintain employgesotivating, mobilising, co-opting and
managing, while continuing to advance quality ss¥sito serve external customers (Joseph,
1996).

Internal marketing regards employees as internatocoers, and views the organisation as a
market that is composed of both suppliers and dderarof service, who jointly form an internal
supply chain system (Berry & Parasuraman, 1991efRan & Money, 1995). Through inter-
actions among service employees and customersnisag@ns convey service promises and
beliefs to external customers, in which influenagst@mers’ perception about the quality service
provided by the organisations. Therefore, frontlaraployees play a crucial role in satisfying
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customers’ service expectations, which in turn erilce their perceptions about service quality
(Barnes & Morris, 2000).

By satisfying internal customers’ needs, employleesome more motivated and committed to
offer a high quality service, resulting in extermaistomers’ expectations being well satisfied
(Kotler, 1991). In order to encourage employeeprvide service excellence to the external
customer, organisations need to treat employesgeaagal customers, and satisfy their needs
with providing a service.

2.1.4 Constituentsof Internal Marketing

Internal marketing can assist in creating a workaigosphere and environment in which
employees are valued and able to improve servilbeedg and business performance and foster
long term competitive advantage through the creaticstrong organizational cultures Ahmed &
Rafig, (2003). This is achieved through breaking/ddoureaucratic processes and barriers and
facilitating efficient and flexible interaction e¢en management departments and groups within
organizations, internal marketing may also enhaeogployee creativity, innovation and
performance.

Hence, internal marketing appears a proficient metthf changing the attitudes and behaviors of
employees so as to recognize the importance ofimgeekternal consumer expectations and
satisfying customer needs.

A comprehensive internal marketing activity is cemed with employee training, motivation,

communication, Empowerment, and reward efforts.dalirand McCullough, (1988).

2.1.4.1 Internal Communication

Marketing managers applying internal marketing empts seek to improve interpersonal,
interactive communication channels by establisking@pen information climate. In service firm,
internal communication with employee may be mor@anant than external communication
with customers (Heskett, 1981).

2.1.4.2 Employees’Empowerment

In order for employees to fully appreciate theib joe. the internal product), they must be
allowed more latitude in dispensing their dutiesof@oos, 1981). Berry & Parasuraman (1991)
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believe that empowerment should be an essentiataspinternal marketing. Empowerment is
the process of enabling or authorizing an individiwafeel, behaves, act, manage work, and
decision making in independent ways (Rafig & Ahm&898). By allowing empowerment,
employees can make faster decisions which in fwgrease productivity and enhance the service
experience and improve performance. Empowermennsng&ving the employees the desire,
skills, tools and authority to serve the custonzeithaml and Bitner, 1996).

Many organizations have discovered that to be tragponsive to customer needs, frontline
providers need to be empowered to accommodatemast@quests and to recover on the spot
when things go wrong. Zeithal and Bitner (1996yu& that while the key to empowerment is
giving employees authority to make decisions ontausr’'s behalf, it is insufficient when
exercised solely. Employees need the knowledgetaols to be able to make these decisions
and they need incentives to encourage them to niladeright decisions. Flexibility, quick
decisions and authority given to frontline stafadcterize an empowered organization.

2.1.4.3 EmployeeTraining

Employees are a key organizational resource. Qerliipplicants are attracted to the firm
through the use of specific job description ane@ff’e recruitment procedure. Careful selection
of contact personnel in service organizations iessential accompaniment to the recruitment
process (Davidson, 1978). Once employed, employeest participate in training program
which supplies them with a view of total organieatiso that they can locate themselves within,
and see their importance to the organization.

In previous study, over seventy percent of 323 fsunveyed reported that they carefully select
personnel and emphasize training in customer ictiera skill (Zeithaml, Parasuraman, &

Leonard (1985). Avis requires that all personnetipipate in training activity before they have

any communication with customers. In addition tmare competent staff, a specific benefit
realized from the mandatory training is signifidgntlecreased turnover in service personnel
(Davidson, 1978)

2.1.4.4 EmployeesReward

As per Sandilyan, Mukherjee & Miltra (2012), usimgward can contribute and get more
attention from individuals that can satisfy an eoypk’s esteem and recognition needs.
Basically, all organizations use to pay, bonusesmption or other types of rewards for their
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employees to encourage a high level of performaRcethermore, according to Sandilyan,
Mukherjee, & Miltra, (2012), if the employer can imi@in the motivation of employees using
reward as a motivator, it will influence peopletsiens and related bring higher productivity.

2.1.5 ServiceQuality

There are a number of different "definitions" asmat is meant by service quality. One that is
commonly used defines service quality as the extemthich a service meets customers’ needs
or expectations (Lewis and Mitchell, 1990; Dotclaind Oakland, 1994a; Asubonterg al,
1996; Wisniewski and Donnelly, 1996).

Service quality can thus be defined as the diffegdpetween customer expectations of service
and perceived service. If expectations are grehgaer performance, then perceived quality is less
than satisfactory and hence customer dissatisfactigurs (Parasuramatal, 1985; Lewis and
Mitchell, 1990). Another definition forwarded by Worof (1991), It is about meeting customer
needs satisfactorily by matching to his expectatidterceived quality reflects the opinion of the
consumer regarding the superiority or global excelé of a product or service (Zeithaml, 1988).
Thus in the financial sector, perceived servicealiu result from the difference between
customers’ perception for the services offeredregdived services) and their expectations vis a
vis that offer such services (expected services).

Similarly, the definition produced by Howcroft (1BOthat service quality implies consistently
anticipating and satisfying the needs and expectatof customers. In particular, it is customer
centered, but in requiring the definition of neé&ddoes not presume upon the customers’ prior
knowledge or technical competence, while in allayior expectations it implies that the service
should take account of this prior knowledge andeeigmce. It also implies an awareness of the
dynamic nature of customer expectations in reqgitivat these be anticipated (R.F. Blanchard et
al, 1994)

2.1.5.1ServiceQuality Dimensions

Researchers do not agreed upon essence of sequakty dimensions because it is difficult for
service organizations to put forward observatiarcpdures to define standards of service quality
provided to customers.

Nevertheless, (Parasuraman, Zeithaml and Berry5)1@8er to the existence of service quality
ten dimensions which are: Credibility, ReliabilityGecurity, Understanding, Tangibles,
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Accessibility, Courtesy, Competence, and Commuiunaflhough, service quality dimensions
were decreased to become four which are: religpisponsiveness, credibility, and empathy.

2.1.6The Link Betweeninternal and External Marketing

A research by Ling&004)strained the significance of harmonizing the attempplied to
internal and external marketing in order to attaghest efficiency. One means is to improve the
relations among internal suppliers and employeestdihe capability of these groups to identify
areas for enhancement but warns of the differeretevden needs of internal and external
customers. PrasahdSteffes(2002) continuedastep further and stated IMustlead external
marketingjf notthe organization may render a servide iinable tgrovide.

The external customer focus on the method of tndcgeexperiencandthereforejt is vital to
recognize the behind the scenes process for apgt®pmplementation at the moment of truth
when the transaction occuiide reason is due to increase in service indusiviese customer
contact employees constitute the majority of thetact with consumers, specially in companies
where the customer is not a passive recdiegs, 2004).

The best way to narrate internal customers witlereel customers is to conduct similar market
research. In order to know the intermaistomers its important to segment the employees,
extend a marketing mix, and manage for market i&gtiRafig and Ahmed (2000). This
information may be compared and contrasted witksfastablished from externelistomers to
find out differences and similarities and let fooper product andervice development.

2.1.7Influence of Firms’ Internal Marketing on External ServiceQuality

Because service delivery occurs through human aoten among service providers and
customers, the service providers throughout theicedelivery process mostly determine the
degree of service quality delivered to customeralfidtra & Mukherjee, 2003). Further, service
quality improves when staffs are able and willirgy render the high-quality service their
customers need. The greater the ability and madivamployees have, the better service quality
they provide. Therefore, IM may play an vital role helping employees provide high-
guality service to customers.
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IM leads to greater service quality by providindeefive internal communication, effective
employee empowerment, effective reward system,samdice training to employees. External
customers of companies usually judge the servieditgudelivered based on their experience of
their interaction with service providers during\see processes. Employees will be more able to
satisfy customers’ needs if employees have thecseidti skills, knowledge and abilities needed
to more effectively interact with customers.

Service training programmes improve employees’iserknowledge and skills, which in turn
improve quality service received by customers. listance, Batt (1999) found that the more
service training programmes were offered to emmeyéhe better service quality was provided
by employees. Similarly, Johnson (1996) providedi@vwce of a link between service training
and customer satisfaction. They found that serwi@@ning programmes were useful in
facilitating customer satisfaction. Therefore, camigs that offer various service training to
employees or ask employees to take part in comgeaiging programmes will develop
employee service efficiency which can lead to swpeservice quality to customers (Anton,
2000; Malhotra & Mukherjee, 2003).

2.2 Empherical Litrature Review

Despiteextendedsearchof previousstudiesjt is possible to obtaiasetof importantstudies that
definethe influence of internaharketing on external service quality:

Researchers and practitioners in the field of humemsource management are more likely to
emphasize the centrality of employees as a waydoupe a sustainable competitive advantage.
Harvir (2001).

Abzari et al. (2011) obtained results of the questaire's data analysis; it has beletermined
that internal marketing affects organizational catmmant directly and indirectly through market
orientation. It means that factors of internal nedirkg influencemarket orientation directly and
then market orientation affects organizational commant. Effects of these factors are
significant on organizational commitment directly.

Farzad et al. (2008) A questionnaire survey of mgara established that inter-functional
coordination and training have positive effectoganizational commitment of employees.
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Further (Belletal. 2004) noted the overarching IM functiontims directionincludesinitiating,
maintaining, and developimgetworksof quality internalrelationshipbetweenemployees, their
managemengndtheorganizatiorfor the purposeof creatingsuperiorvaluefor customer.

Traditional organizations are characterized by &uceatic principles that are dominated by
hierarchy, impersonality, rules and otlemstraint on employees lead to low employee job
satisfaction lack of trust and organizational loyawhich in turn affectshelevel of customer
serviceprovidedto externalcustomergBowen& Lawler,1992).

Vazifehdoost et al. (2012) confirmed that intermahrketing, organizational commitment and
market orientation have positive direct and indireifects on bank’s both market performance
(customer satisfaction and customer loyalty) andricial performance. The study introduced a
new perspective of the interactions that take pksteveen marketing, organizational behavior
concepts which affect market and financial perfarosa

Markweib (2014) showed that retention policy, tmag) motivation, empowerment and
communication have positive significant relatiomshwith internal marketing. The study
suggested that service providing firms. must deveiogrnal marketing as a distinct fietd
marketing because satisfied customer can be achiEeeployees are satisfied.

The study of Ghorbani and Mostafavi (2013) indidathat IM has a positive effect on
organizational citizenship behavior, which has sitpee effect on service quality and Internal
Marketing has a positive and direct effect on sernguality.

The study made by Ghoniem and El-Tabie (2014) dpesl a list of eleven internatarketing
practices can be helpfull for organizations whemafioping a comprehensive internal marketing
program. Data analysis showed significant relatiggsbetween the research variables. Findings
indicated that internal marketing has a signiftceffiect on the bank performance via customer
loyalty. It is recommended that more attention beeaied towards enhancing employees’
performance through the adoption tife internal marketing strategy to attract andimetaternal
customer patronage.

Service companies may simply propose service pesnibut promises may not easily be
seized by companies if employees aren’t suitablyarded (Zeithaml & Bitner, 2002). Rewards
like: Salary, bonuses, strategic rewards, and ambraant are likely to provoke employees to
comply with organisational goals. To encourage isergontact employees to provide high-
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quality service, internal marketing uses rewardesys that link the rewards service providers
receive with the high-quality service they providecustomers. By providing rewards, service
providers will be more willing to deliver high-quigl service, resulting in service excellence
being received by customers.

In contrary, Ajila and Abiola (2004) indicated th#te financial rewards or monetary incentives
are alone not sufficient to motivate employees.

2.3 Conceptual framework

Internalmarketingis basednthenotionthatorganizationgrovidingemployment security are
committedto theirworkforceandthatwheninternalcustomemneedsare fulfilled through internal
marketingtheir satisfactiorwill increasgBansaletal.,2001).

Based on the literature review so far, the follayvirelationship is exist between internal
marketing anexternal service quality.

Internal
Communication

Employees ~ External
Empowerment
/ Service Quality
Training — h

Reward System

Figure 2.1 Conceptual Model (Y.Tsai and T.-W.T,a2@08)
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2.4 ResearciHypothesis

IM is based on the notion that organizations primgjcemployment security are committed to
their workforce and that when internal customerdsegre fulfilled through IM, their satisfaction
will increase. The promotion of staff satisfact&imuld also increase, with good SQ resulting in
promotional marking activities (Bansalet al. 2001).

Thus, the researcher proposes the following hypghe

H1: The greater the intensity of internal commut@rawithin the organization, the higher the
external service quality.

H2: There is a significant influence of rewardteys of the organization on external service
quality.

H3: The more trained front-line staffs are, theager the external service quality.

H4: The more employees are empowered, the higiterral service Quality.
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CHAPTER - THREE
RESEARCH METHODOLOGY

The purpose of this chapter is to explain the popes used to answer the research questions
proposed in Chapter 1. Sections regarding resgangose, design, sampling, data collection and
data analysis procedures are included. It begirenbptroduction of research approach in Section
3.1 followed by research design in Section 3.2 drclwvthe studyfollow. Section 3.3 covers the
population anathoices about sampling. Sections 3.4 discuss Data collectiomunstnt. Section

3.5 present about the methodsdataanalysissuchas, regression. Section 3.6 & 3.7 introduces
the concept of validity and reliability respectizeBection 3.8 introducevith the structure of
questionnaire or studyinstruments that arfellowedto securedatafrom studyparticipants.
Finally, Sectior3.9 discussesbout the ethical consideration taken into acaothe study.

3.1 Research Approach

There are two types of research approach, i.e.uad®e and inductive. Abiy, Alemayehu,
Daniel, Melese and Yilma (2009) defined the dedwectipproach as one or more theory studied
and analyzed in a specific field, and then canxaeméned and compared with reality to measure
if the assumptions and hypotheses confirm or refectheory while the inductive means that the
theories and hypotheses are the outcome of tharatse

The deductive approach has employed as a basdasos$ttidy because it gives the ability to
analyze the concepts discussed in the conceptaaiefvork on the influence of internal
marketing on external service quality.

3.2ResearchDesign

Data were collected from the various authentic e@airsubject to various statistical tools for
verification and interpretations, such as, Deswgpstatistics in order to have an understanding
on the basis of respondents group. Moreover, Quading research design applied in this study.
Accordingly, Internal Marketing Service dimensiqisfective communication, Reward System,
Service Training, and Effective Empowerment) amejpendent variables and External Service
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Quality Dimensions (Reliability, Responsiveness, pathy and Assurance) are dependent
variables. (Y. Tsai and T.-W. Tang, 2008)

3.3 Population and Sampling

In this study, probability sampling used to enathle researcher access to list of the entire
population to be studied. Moreover, respondentsevssiected based on stratified sampling
techniques and theriterion was job position.

The target samples for the study are professiormitliine employees i.e. Claims Officers,
Underwriters, Cashiers and Managers of Nyala ImmgaS.C at different branches. The
branches and respective respondents were seleaded bn stratified sampling techniques.

Ruang(2005)suggestethatfor the populationsizefrom 201to 500,taking50%sample size is
conventionallyaccepted. Accordingly, total number of employee8liCO is 378 out of which
302 are professional staffs and 209 are frontllaéf'ss (Nyala Insurance S.C (2019), Company
Profile & HR manual).

Therefore, 116 (55%) of frontline employees werketaas a sample based on stratified
proportionate sampling techniques ammdlividual employee were selectbdsed on simple
lottery system from 27 branches and claim departniEme Branches were selected based on
their production capacity and man power size wlasremployees were selected based on their
years of experience and job title.

Table 3.1: Total number of professional staff in NECO and sample sizéletermination

JobCategory Population(T) Sample size Samplgt)
BranchManagers 27 55% 15
SeniorOfficers 34 55% 19
Middle level Officers 85 55% 47
JuniorOfficers 63 55% 35
Total 209 116
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3.4 Data Collection Procedures

Primary data employed for the study which has lgsghered through set of questionnaire. The
guestionnaire contained a range of closed statamBespondents rate their level of agreement
on a 5-point Likert Scale (1 = ‘strongly disagreed 5 = ‘strongly agree’). Besideteoretical
supports; it is common to see a structured questio® in many empirical studies of internal

marketing and service quality (Ram@8,15; Nsour2013;TsaiandWu, 2011).

Accordingly, items for Internal marketing dimenssoadopted from the 11 items scale designed
by Money and Foreman (1996), a commonly used assedgoo0l for the concept of IM (Ewing

& Caruana 1999). And, a 17 items self-report inseat called SERVQUAL used to measure
SQ. This scale measures four dimensions of intermarketing: Effective internal
communication (three items), incentives/reward eyst(three questions), Service training
programs (three items), and Employee empowermemntifems).

Many researches reveal that customers asked toaggadervice quality, since they benefit out of
service quality directly. Nevertheless, Sergeantl @&renkel (2000) argued that internal
customers are well placed to effectively evaluaersise quality that they deliver. Likewise,
Boshoff and Mels (1995) indicates that service mters are quite aware of the confrontation
faced by customer interaction, and that their gefoas of service delivery should receive more
attention (Malhotra & Mukherjee, 2003). Thus, omsthesearch, employees were requested to
judge their own service quality, consistent witlhsérg research.

Moreover, secondary data was collectedréyiewingbooks,previousresearch worksrticles
and journals.

3.5 Data Analysis

After collecting the data through questionnairés, process of analysis begins. Analydidata
is done by using statistical tools. Regression yamalconducted to measures the impact of
internal marketing on external quality service. Aaldo descriptive analysis employed for the
demographic factors such gender, age, educational level, Job category, asarsy of
experience in NISCO. Moreover, data analysis peréar by using SPSS software version 23.
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In order to lessen the likelihood of receiving wgoenswers, a variety of actions taken to make
sure the reliability of this study.

1. Data collected from reliable sources, from resjgmts who are frontline staff of NISCO.

2. The items of questionnaire with standardized ashapted from literature review to ensure the
soundness of the results with contextual modiftreti

3. Due attention given during data coding.

3.6 Validity Analysis

Validity is the most critical criterion and indicatesthe degreeto which an instrumentmeasures
what it is supposed tmeasure Kothaii2004). In relation to the study three types of validity
measures are discussed below. This includes adr&e@¢2005)stated Contenvalidity which
refersto the relevance ahe instrumentor measuremergtrategyto the constructoeingmeasured.
In this regard thestudyuse items that are identified from the existingrature and the study uses
this research instrumengs a means daata collection. Moreover, all items reviewed by
professionals & academicians.

Construct validity is the degree to which scoresadest can be accounted for by the explanatory
constructs of a sound theory or whettiermeasuresisedin a studyactuallymeasuravhatthey
purport to measurePatrick (2008). The study largely dependon contemporaryesearches output

to measure IM construct. Regarding external servicityua standardized questionnairgsre
adopted to measure perceived service quality amiswherebythe studycan assuresonstruct
validity in suchaway.

Internalvalidity refersto the strengthof the causalinkagesamongindependenand dependent
variable Patrick (2008)This indicatesthat we shoulddesignor planthe experimentin sucha way
that the variations causedly extraneoudactors canall be combinedunderthe generalheading

of chance (ibid). Besides, the study usedplerandomsamplingto selectthe sampling units
from which samples are drawn it let any biasesrtdbability. Thus it is safe to say that the study
fulfills this condition aswell.

Moreover, pilot tests conducted with staffs who rehaimilar character with that of target

population for the study. The purpose of the psthtg was to refine the questionnaire and to
assess the validity of measures in line with Eti@ogontext.
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3.7 Reliability Analysis

It is another important test of sound measurenfemeasuring instrument is reliable if it provides
consistent results Kothari (2004). The two variaofs reliability will be assured through
standardizing the conditioannder which the instrumentadministeredand employingthe same
design of measurement fibre whole sample For this purposeCronbachsAlpha-valuesvas
applied to determine the reliabilibf the constructasameasuremenhstrument. Alpha reliability
is regarded as a measure of internal consistencyh@meanof theitems at the time of
administration of the questionnaire. Cronbach algha reliabilitycoefficientthat indicates how
well the itemgn a set argositivelyrelatedto oneanother.

Besidesthis test for reliability the researchetake someprecautionin advanceby conniving
research desigand data collection proceduresin a way that could bear itself for further

investigationwherelater investigatorcould comeup with the sameresultthroughfollowing the
sameprocedures.

The researcher uses his great effort to make thiy shore reliable by conniving research design
and data collection procedures. Moreover, to enteaeliability of the study, valid strategies
and techniques employed in appropriate with theareh objectives.

3.8 Structure of Research Questionnaire

IM assessed using eleven item scale developed bgnfam and Money (1995). These scales
measures four dimensions of IM: internal commumicat(three items), service training
programmes (three items), performance incentivegsétitems) and Empowerment of employees
(two items).

Service quality is measured with a customized versif Parasuraman et al.’s (1988) Seventeen
item service quality scale. Scale items were cusgtednto reveal service quality in insurance
setting. The scale measures 4 dimensions of sergicaity: Reliability (four items),

Responsiveness (four items), Assurance (four iteams) Empathy (five items),

The questionnaires in this study have three sextion
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Section A: Demographic Information
It consists of several questions to find out thendgraphic features of the respondents such as
age, gender, career, academic qualification antiibe

Section B: Internal Marketing Practices
This section used to assess the influence andomthip between Internal Marketing Practices
and SERVQUAL.

Section C: Service Quality

In the last section of the questionnaire, employes®d the overall judgment of service quality
based on the view of service providers or frontengployees.

3.9 Ethical Considerations

The survey conducted based upon the agreementwiteer employees. The student researcher
invited the respondents to participate in the neteapon distributing the questionnaires. All
potential respondents were also informed thatnddirmation provided on a voluntary basis and
would be used for research purposes only.

Since names were not required on the data colleédions, privacy and anonymity was ensured.
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CHAPTER-FOUR
DATA ANALYSIS AND INTERPRETATIONS

This chapterexaminesthe datacollectedfor the study. It is divided into severalsections:(1)
sample and response rate, (2) furttediability & validity teststo examinethe scalesised inthe
study, (3) examinationof respondents including demographic information, éidata analysis
for researclyuestions.

4.1 SampleandRespons®ate
The cross sectional research took place duringritveth of March, 2020 where the researcher

personally administered 116 questionnaires to custaontact employees of NISCO.

Table4.1:Respons®ateofQuestionnairesAdministere

S/N  Questionnaire Number Percent

1 Returned 108 93.10

2 Unreturned 8 6.9
Total 116 100.00

Source: Researchers’ survey 2020

During the survey a total of 116 questionnairesendstributed to customer contaeimployees
of NISCO of which 108 questionnaires were returrygelding a response rate @8.1%.

4.2. Validity and reliability of the study

4.2.1. Validity of the study

All items are identified from the existing litera¢éu and reviewed by professionals and

academicians.

Pilot test was conducted with staff who shared Isintharacter with that of the target population
for the study. The purpose of the pre-testing veasgefine the questionnaire and to assess the
validity of measures in line with Ethiopian context
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4.2.2 Reliability of the Study

As shown in Table 4.2, two constructs (or subsgalesre extracted as internal marketing
constructs. Additionally, two constructs were idied i.e service quality and internal
marketing. All Cronbach’s coefficients exceeded 1is is regarded as acceptable (DeVellis,
2003). Therefore, based on the test, the resultthétems are reliable and acceptable.

Table4.2:Reliability testresultfor thequestionnaire

s/n ltems Reliability Statistics

Cronbach's  Cronbach'sAlphaBased Nof
Alpha onStandardizeditems Items

1 InternalMarketing & SQ .939 .937 28

Source: Researchers’ survey 2020

4.3 Descriptiveanalysis

The demographics factors used in this research gamnder, age, education level, job category,

and years of experience in NISCO.

4.3.1. Gender of respondents

The gender of the respondents, as shown in taBJevés male dominated. Most of the

respondents were male (55.6%) while 44.4% were leema

Table4.3:Genderofrespondents

s/n  Gender Frequency  Valid Percent

1 Male 60 55.6

2 Female 48 44 .4
Total 108 100.0

Source: Researchers’ survey 2020
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Respondentsvere roughly proportionatebetween male and female customers even though the
numbers of male respondents are ahlger by 5.6%.

4.3.2. Age of respondents

The respondents’ age is shown in the following d¢aldiflhe table shows that 49.1% of the
respondents were between the age of 31 — 40 yédydotlowed by respondents who were
between the age of 21- 30 years old with 43.5.€se%.4% were above 41 years old.

Table4.4:Ageofrespondents

S/IN  Age Frequency Valid Percent
1 From 21- 30 47 43.5
From 31- 40 53 49.1
3 Above 41 8 7.4
Total 108 100.0

Source: Researchers’ Survey 2020

As per the age description, the company abundangemup lies on the young and adalt which are
economically active age groups.

4.3.3. Education qualification of the respondents

The education qualifications of respondents arevehia table 4.5. As it is indicated in thable,
79.6% hold a first degree. 20.4 % of them weregrasiuate, while non dhe respondents attain
diploma.

Table 4.5: Educational level of respondents

Source: Researcher’s Survey, 2020

S/IN  Level Frequency Valid Percent
CollegeDiploma 0 0
First Degree [BSC/BA] 86 79.6
3 Above first Degree [MA/MSC] 22 20.4
Total 108 100.0
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The statistics demonstrated that NISCO is outfittegth overwhelmed qualified staffs which also
helpful to capture constructive response in thislt

4.3.4. Jobtitle oftherespondents

The results of respondents’ job title are indicatethble 4.6. The table demonstrates tH8t5%

of the respondents were Middle level Officers, Z&.8vere Junior Officersl4.9 % were Branch

Managers and 11.9 % were Senior Officers. Thereftreindicated that the samples are

proportionate to the population.

Table 4.6: Job title of the respondents

S/N | Jobtitle Frequency Valid Percent
1 Junior Officer 32 29.6
2 Middle level Officer 43 39.8
3 Senior Officer 18 16.7
4 Manager 15 13.9
Total | 108 100.0

SourceResearcherSurvey,2020

4.3.5. Respondents’ years of Experience in the company

The results of respondents’ years of work expegeancthe company are indicated in table 4.7.
As it is shown in the table, 52.8% of the responsidrave served for 2-5 years, 21.Tf#ve
served less than two years and 14.2% have sereatbthpany for 5-10 years. @me other hand

11.3% of the respondents have served above 10.years
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Table4.7:Respondentsyearsofexperienceinthecompany

S/N  ExperiencentheCompany Frequency Valid Percent
1 Below two years 21 19.4
2 2-5 years 35 32.4
3 6-10 years 45 41.7
4 Above 10 years 7 6.5
Total 108 100.0

Source: Researchers’ Survey 2020

4.3.6 Description of Internal Marketing (IM)

The researcher took four indicators that can retlee success of internal marketing activities at
Nyala Insurance S.C (NISCO). Internal Marketing JIMas a quite good average success rate
(3.54) with the standard deviation of 0.68.

These four indicators can be detailed as followse Tinternal communication pattern
implemented in NISCO in average is as much as,(818)reward or performance incentive that
has been done in NISCO in average has been loW)(3t& training of staffs held at NISCO in
the average is highest position than other indisa{8.80), the Empowerment of employees in
NISO in average is good enough (3.39). More detaifsbe seen in the following table 4.8.

Table:4.8

Indicators Mean Std. Deviation

N
Communication 108
Reward 108
Training 108
Empowerment 108
Internal Marketing 108
Valid N (list wise) 108

Mean

Std. Deviation
3.60 .78
3.30 .83
3.80 .70
3.39 .83
3.54 .68

Source: Researchers’ Survey 2020
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4.3.7 Description of External Service Quality

Four indicators that can reflect the success oéreal service quality at NISCO has a good
average success rate (3.70) with standard devi@tihThe four indicators can be specified as
follows: Reliability that has been implemented itSBO with average of (3.61) that has been
good, Responsiveness that has been done in rutireragtivities in NISCO with a good average
(3.79), Assurance owned by frontline employees IBCO was good (3.51), the empathy held at
NISCO has a quite good average as much as (3.84hasbecome the highest position of other
indicators. More details can be seen in the follmntiable:

Table: 4.9Indicators Mean Std. Deviation

N Mean Std. Deviation
Service Quality 108 3.70 54
Reliability 108 3.61 .83
Responsiveness 108 3.79 75
Assurance 108 3.51 .80
Empathy 108 3.84 .60
Valid N (list wise) 108

Source: Researchers’ Survey 2020

The items’ descriptive statistics are presentedable 4.10. Composite reliability of all items
shows at 0.94, above the 0.70 recommended cutalffevsuggested by Churchill (1979),
providing enough evidence of the reliability of theales used.

Table: 4.10 Reliability Statistics

Cronbach's Cronbach's Alpha Based N of
Alpha on Standardized Items ltems
.940 .938 28

Source: Researchers’ Survey 2020
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4.3.8 Regressionanalysis

In addition to the description analysis, the studgd a linear regression analysis to exarttiee
variation explained by each construct of IM on ex& service quality.

The summary of the regression results are showatbie 4.11.

Table:4.11 Regression model summary

Model R R Adjusted Std. Error of Durbin-Watson
Square | R Square the Estimate

1 9058 .818 811 .23384 2.066

a. Predictors: (Constant), Empowerment, Trainingyw&d, Communication

b. Dependent Variable: Service Quality

SourceResearchersurvey,2020

The result shows that about 90.5% of variatiorhaotverall externaservice quality is explained

by fourinternalmarketingvariables(R2 =.818) whichis significant athe 0.05 level.

Similarly, theregressiortableshowstheoverallsignificanceacceptabilityof themodel from a
statistical perspective. As the significance vabfig- statistics showavalueof (.000), which is
less than p<0.05. Thus, the model is significanictviindicates that the variation explained by
the modeis notdue to chance.

As statecearlier,one among the many aim of this study is to identifg most contributing
independent variable in thpredictionof the dependent variabl€hus,the strengtlof each
predictor (independent variable) influencing theitecion (dependent variable) che
investigated viatandardize®eta coefficient.
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Table:4.12 Regression Coefficients

Un-standardized | Standardized
Coefficients Coefficients
Model B Std. Error Beta t Sig.
1 (Constant) 1.124 127 8.834 | .000
Communication .263 .052 .382 5.076 | .000
Reward .008 .038 .013 0.225| .822
Training .283 .054 .368 5.232 | .000
Empowerment 153 .045 .235 3.373 .001

a. Dependent Variable: Service Quality
SourceResearchersurvey,2020

Theregressiortoefficientexplainstheaverageamountof changdan thedependentariable that is
caused by a unit change in the independent varidlble larger value of Beta coefficient an
independent variable has, brings the more suppothé independent variable as the more
important determinann predictingthedependenvariable.

Internal Communication, Training, and Employee Em@onent werdoundtobe influential
factors ofinternal marketingn theirdescendin@rderreferringto Internal communicatioas the
most important underlying factof Quality Service in NISCO. Where as Reward becorhes t
least influenctial factor of external service diali

As one can see the Mod@limmaryfrom thetable 4.ltheadjustedR Squarestatistictellsusthe
proportion of variance in the dependent variablat tis accounted for by the independent

variables. Irthis casethe co-efficientof determinatioradjustedRZ) was0.905.Thisimplies that
about90.5%o0f thedependenvariable(i.e. Service Qualityranbeexplainedoy the independent
variables (i.e. Internal Communication, Training.evwrds/performance incentives, and
Employee Empowermentgavingabout9.5%to beexplainedoy other exogenouactors.

AdjustedR2 valuesalso indicate the overall effect size of all thelependent variables on the
dependent variable.

According to Table&l.12, the standardized coefficients for the thredependent variables
Internal Communication, Training, aanpowerment 0.382.368, 0.23%ndtheirsignificance
levelsare: .000,000,.001respectivelywhichareall lessthan 0.05.Thisindicatesasignificant
influence of independent variables on the dependeetSince,coefficients of the predictor
variablesarestatisticallysignificantatlessthanfive percentalternativenypotheses related to the
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three dimensions of internal marketing were acakpteleanwhile, Reward/performance
incentive standardized coefficients is 0.013 witingicance level of .822 which indicates that
there is insignificant influence of reward on deghemt variables.

Fromtheabovetablewe canhavethefollowing generaformulafor themodelunderthe study.
Theregressiorequationwas

OBE = a+B1IX1H32X24B3X3HPBAXA+ T (1)

OBE = a+B1COM+B2REW+B3TRA+BAEMP.......ce v (2)

OBE=1.124+0.382 COM +0.013 RE¥0.368 TRA +0.235EMP £ ....... (3)

The regression model from tallel2 above result shows that keeping other vaisatiastant
0.382 unit increase Internal Communication willnigria unit increase in the External Service
Quiality of NISCO.

0.368 unit increase of Training will have a unitri@ase impact on external service quality of
NISCO.

0.235 unit increase of Employee Empowerment wiNeha unit increase of service quality
NISCO.

Table:4.13 Regression Coefficients

Model Un-standardized Standardized t Sig.
Coefficients Coefficients
B Std. Error Beta
1 (Constant) 1.250 133 9.362 .000
Internal Marketing .694 .037 .876 18.656 .000

SourceResearcher'survey,2020

Based on the result of regression statistics aisablstained the model as follows: Y = 1.250 +
0.694X1. The calculation result, Regression Coffits X1 is 0.694 with the meaning that if

internal marketing increased by one unit, it widluse External Service Quality increased by
69.4% in NISCO, and otherwise, any decrease inrnatemarketing by one unit will cause

decrease in External Service Quality equal to 69.#48%ernal marketing variable has t test
(18.66), at a level of significant level 99%, medinat there is influence of internal marketing

variable to external service quality variable irSgIO.

Regression results obtained by Correlations Caeffts (R = 0.905), means that the relationship
between internal marketing and perceived serviadityus strong because the value of r is close
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to 1. The estimation of the regression equatiotetepartially by using t test is known that
internal marketing variables positively and sigrafitly influence to external service quality. The
estimation of regression analysis shows that ialemarketing variables have positive and
significant effect on external service quality (B&D6) with significance p = .000, indicating that
the higher internal marketing facility, the highiee level of external service quality.

The results of the above mentioned analysis shaw itliernal marketing variables perceived
through three indicators have a positive and sicanit influence. In due course, opinions of
some other researchers related to internal marketitersh (2010) stated that the quality of
external customer satisfaction can be achievedugiranternal customer satisfaction. Hersh
(2011) explained in his research that internal rtankg has a positive influence on company
performance. Moreover, Eldeen and El-said (2011lyjckmled that the organization has
implemented internal marketing well and impacteé tompany. Elsamen and Alshurideh
(2012) research using internal marketing dimensao internal quality service dimension
concluded that there is a correlation betweenmaiemarketing dimensions with internal quality
service dimension. This is also supported by refeasult from Wang et al. (2012) stating that
internal marketing involving the effectiveness aiing activities on employees affects
customer satisfaction.

From the four independent variables, only threeabdes (internal comminication, Training, and
empowermentarefound significantin explainingexternalkervicequality.

Moreover, the relationship between the sample péites and theoretical percentiles is linear.
Again, the condition that the error terms are ndiyrdistributed is met. Furthermore, recall that
the third condition (the "N" condition) of the liaeregression model is that the error terms are
normally distributed (Appendix 5, 6, & 7).
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4.3.9 Hypothesis Testing and InterpretationfdResults

Table 4.14 Summary of the overall outcome of the Rearch Hypotheses

Hypotheses Result Reason
Ho: The greater the intensity of internal commutiezawithin the | Ho: Rejected
organization, the lower the external service qualit

= 0.382, p<0.05
H1: The greater the intensity of internal commuticzawithin the
organization, the higher the external service guali

H1: Accepted

Ho: There is insignificant influence of reward syst of thel Ho: Accepted
organization on external service quality.

B =0.013, p>0.05
H1: There is a significant influence of reward syst of thel H1: Rejected
organization and external service quality.
Ho: The more trained front-line staffs are, theségsthe customelsHo: Rejected
external service quality.

 =0.368, p<0.01
H1: The more trained front-line staffs are, theatgethe externglH1: Accepted

service quality.

Ho: The more employees are empowered, the loweermad] Ho:

service Quality

H1: The more employees are empowered, the hightsrret
service Quality

H1:

Rejected

Accepted

B =0.235, p<0.0"
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4.3.10 Discussion

H1: Thegreatertheintensity of internal communicationwithin theorganization,thehigherthe
externalserviceguality.

Thus, the existence of strong influence of interc@mmunication on perceived service quality
significant enough to infer that external servicalgy is highly associated and explained by
changes in internal communication.

This assertion is consistent with what theory amlteio empirical researches support. Many
insurance companies today are comprised of annaltaudience that includes employees of all
ages, job, sophistication, thus selecting the muogter and the right communicating channels to
convey the promises internally thus employeesccdaliver on that promise.

H2: There is insignificant influnce of reward systemof the organization on external service
quality.

As shown in table 4.12 above there is weak infleenit the dependent variables. The regression
analysis was used to see the t-value (t=0.225)wiBimsignificant at .822 level of significance.
Hence, we accept this hypothesis.

Normally, incentives are used as a tool to motivertgployees to exhibit desirable behavior
towards customers. This study indicate that NISGferdinancial rewards in form of salary,
bonus, and commission. The employees are somewatisfied with the levels of these rewards.
However, the employees are more satisfied with rdimancial rewards like: praise from their
supervisors, formal and informal recognition, arfid/@arly family day. Because these rewards
are not frequently used in NISCO, it does not iefice employees’ performance on quality
service.

H3: Themoretrainedfront-line staffsare,thegreatertheexternalservicequality

As indicated above, hypothesis for the training ofiXM is accepted. The analysis shows that
this aspect of IM has a significant effect on em#rservice quality as shown in the above table
4.12 (b=.368).

In addition to equipping employees with the redaiskills they need in order to undertake their

assigned tasks effectively training from a pradégperiential point of view, training could be a
mechanism used to meet both employees’ expectamngll as their emotional needs.
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H4: The more employeesare empowered, the higher external service quality.

As a whole IM is ongoing process whereby an orgdion aligns, motivates and empowers
employees at all functions and levels to consisteidliver a positive customer experience that
helps achieve organizational objectives. Employap@verment means involving employees in
running the business that will advance the commapgrformance. A company achieves this by
having supportive management that gives autonomthafight to employees. In relation to
frontline employees, empowerment allowed them tere@gse a degree of discretion during
service delivery particularly for the product tim&eds to be tailored. As shown above the study
attempted to link employees’ empowerment with corsts’ perception of service quality. As a
result, the study succeed to support this profmositi

The whole assumptionof the study basison this assertionif internal marketingprocessare
successfulimplementedit will produce highly motivated and well-trained customer-contact
employeeswho alwaysdo theright thingfirst in theright way, andexhibittheproperbehavior
whentheyapproachingheir customersinternalcustomessatisfactionis animportantaspector
serviceorganizationsand is highly relatedwith servicequality (Sprengand MacKoy, 1996).

Furthermore, the aim of this research was to kndwhe influence of internal marketing
practices on service quality in Nyala Insurance $NISCO). In the research model, the
researcher examine the influence of four internatketing practices (Internal communication,
Reward/performance incentives, training programnaesl Employee Empowerment) on the
service quality delivered by front line employek®kst of the results support the hypotheses and
further demonstrate that there are unlike influsnaieinternal marketing practices on improving
service quality. As a result, the study will cobtrie to the theoretical development of the service
quality literature by furthering existing knowledgkthe influence of internal marketing
practices on service quality.
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CHAPTERFIVE
CONCLUSIONS, RECOMMENDATION, AND IMPLICATIONS

5.1 Introduction

In this chapter the study put forward the main ifigd, conclusion, recommendation and
academic and practice implications of the studytam the data. It has several sections:

1) Conclusions of the overall survey is presented,2) Recommendations are forwarded based
on the study finding which will be used by the ireswce company to achieve its goal,

3) the implication of the study in terms of praatias well as theoretical are putted.

The objectives of the study was to see: 1) the nmpbrtant IM components that influence
external service quality 2) the weak pointhe company practice of IM , 3) for any
possible IM alteration that can be used to satibly customers’ needs, 4) the influence of
internal communication on external service quality, 5) whether employees training
have an influence on external service quality, 6) whether the existing reward system of the
organization has something to do with externaliserguality, 7) if employee empowerment
has an impact on external service quality, ) th& overall service performance of the company
from the frontline employees’ point of view.

As a result, the researcher makes relevant concisiselated to the above mentioned key issues
based on the empirical data analysis.

5.2 Conclusion

Different researches give extensive details abbet importance of human resource in any
organization above all in service industry. Besitlies one can see that some organizations give
more attention to their employees as they thinkitlas the most valuable resource which needs a
continuous nurture. Moreover, keeping talented viiidials within the organization becomes
imperative.

It is clear, therefore, that internal marketingacerned with more than treating employee as a
customer; it signifie that the organization shoatthstantly endeavor to develop programmes
and strategies for enhancing employee satisfagtionuch the same way as external marketing
plans which are continuously updated and improwedmeet external customer demands.
Moreover, according to Zairi (2000), internal custy satisfaction is the source of excellent
guality because if the organization satisfies teeds of its internal customers, it is also enabling



internal customers to perform their tasks and #tevarks of organization units are more likely
to work effectively together to achieve customdiséaction. Thus any kind of research that raise
a related issue has a plus point for the case coynmaany other firms since all businesses race
in the same field.

The current research examined how internal margdteips front line employees in delivering
quality service that increase external serviceituia the case of NISCO.

The paper discussed and empirically tested theanfie of each variables of IM on external
service quality. The study also discovered the iptssscauses that are accountable to low
perception and dissatisfaction of employees irr thigjanization.

Companys’ internal communication, training, and em@rment level management was found to
be the major variable that resulted in a higheluarice of external service quality. Yet, the
results from regression analysis demonstrate thataRd/performance incentive failed to explain
influence of service quality significantly.

Thus we can conclude that firms’ practices interc@nmunication, training, and employee
empowerment could ultimately influence externalvieer quality. When we look at the
customers perception rating of the overall perforogaof service quality they receive it is above
average which shows that most of the customersvescguperior service as the mean index
points (Table 4.9).

Thus customers’ perception of superior service iyl highly associated with all internal
marketing dimensions but they give more weighthi® émpathy aspect of the service which is
related to the extent to which employees give gaaind personalized attention to the individual
needs.

The main ground of this research is to see the atpat NISCOs’ IM program has on internal
customers and its ultimate effect on external serguality.

Based on the empirical output of the study we eati@at there is actual association between
employees IM perception and evaluation of servigaity. Among the four components IM, the
study found that customers’ perception of infegervice quality, reward becomes one factor
that accounts for low influence on external serguality.

However, Internal communication considered as tbhetmmportant key factor. As identified in
literatures, extensive internal communication cdagdused to share market intelligence as well
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as to communicate and disseminate the output ametessant departments and individuals within
the organization.

The remaining two i.e. Training and employee empaveait are found to have a direct influence
on external service quality through other significeariables.

The study also tests the proposed hypotheses venehelated to the influence of IM variables
on external service separately. The regressiorysisalesult shows that the hypotheses which
illustrate the importance of internal communicatidraining, and empowerment are supported
as they found statistically significant.

Many organizations accept that in order to be respe to customer needs, front-line staff need
to be rewarded through various incentives like rgalaonus, and commission to accommodate
excellence service, to work together, and to cbate to companys’ visiorAlthough the theory
thought this; the regression analysis shows thatirifluence in external service quality that is
explained by employees’ reward or performance itigerwas insignificant. This in fact
revealed in this research that the presence ohanirrewards such as praise and employee
recognition motivates employees and subsequentbyawes their work performance by which
the current system at NISCO is not sufficient erotagadhere.

5.3 Recommendation

Prior studies show that proper implementation ofgidgram will ensures employees motivation
at the forefront. However, this task of managemehisuld not solely be the responsibility of
HRM department but must be adopted by all manatpecsighout the organization which forms
the chance to improve quality all over the comp@dmnasad & Steffes, 2002).

The current study also presents some important rkehat could be used by the management
of NISCO to build a good working atmosphere intéynthat could help employees to deliver
the needed service as per the standard and coatdate a good customers attitude.

The analysis of employees response shows thatigheme problem from IM side which insist
due consideration from management. In this reg#rd, company must first solve internal
customers’ problem by enhancing employees’ motivatihen adjusting the reward system in
order to make better the quality of service encewrdather than using currently implemented
practices of rewarding employees that solely basethe extrinsic rewards.
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Furthermore, employee recognition has more effecttr@ir motivation and performance as
compared financial incentives. Plus, informal radbgn through use of words like “thank
you!”, “well-done!” and “you are superb in the coamy!” showed to be a powerful motivation
tool when correctly and frequently used on indialduor as a team as majority of the employees
indicated that they would be motivated by them alsd improve external service quality.

Thus, these seemingly little things have a muclatgreimpact on motivating employees for
higher performance than extrinsic rewards.

NISCO should consider employees training, empowetmand internal communication since

these variables are found to be directly respoaddil the superior perception of service quality.
Specially, continuous information exchanges acrtiss company departments are also
mentioned by employees as the main reason for shésfaction. In this regard, the management
of NISCO should use more alternatives such as iddal discussion sessions, internal

newsletters, as well as formal and informal infatiora sessions to maintain a stand for
improved communication.

In addition the management should distinguish upati® methods of communication tools that
is consistent with employees’ needs and new ledMet®phistication to disseminate useful and
up-to-date information that will help them to betterve customers.

The company should encourage more and insist otogegs to show caring and individualized
attention in every service encounter and provideue solution for individuals’ request to
change external of service quality.

Employee responsiveness is found as an extra diaretts explain best external service quality.
Thus employees’ willingness and readiness shouldrbeoted so as to provide prompt service.
NISCO should set certain standards within whichigerg transaction is executed based on
internal customers view.

54 Implications

The findings also have several managerial and étieat implications. The results of this
research enable management of NISCO at each levbetter understand the gradation of
managing front line employees to get a higher le¥slervice quality.
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The study result shows the different dimentionsntdrnal marketing that managers could use to
achieve internal as well as external customers sfaation. In particular the need for
appropriately rewarded employees, is identifiedh&smain tasks that the managers accomplish
in order to avoid low external service quality.

Even if many research finds a positive relationgbgbween internal marketing and service
quality, we still know few about the means by whicbw IM influence on service quality.
However, a more theoretical explanation of fundaelemechanisms is required concerning the
influence of IM on SQ. The service climate deteresirnow individuals behave, by influencing
how they think and feel about certain aspects @f #nvironment (Pfeffer & Salancik, 1978).

Hence, the service climate embedded in the compaght influence and regulates employees’
attitudes and behaviours toward customers. Moreoweot of determinants of IM such as
internal communication, service training and emponent are likely to influence quality

service.

In due course, future research should explore tediating influence of IM on the service

quality. Future research also should explore ottagiables, which may influence the service
quality, such as inter-fuctional coordination, stormational leadership, marketing research,
and service leadership behaviour.

The findings of this study also provide practicaloramendations for NISCO to improve service
quality. First, those results demonstrate thatrimiecommunication, training programmes, and
empowerment have the strongest influecne on pexdieervice quality which suggests that IM
programmes are especially important in influena@agrvice quality.
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Appendices

Addis AbabaUniversity
Schoolof Commerce
Questionnaireto BeFilled By NyalalnsuranceS.C/NISCO/ Employees

DearRespondent

| would like to shareyour wonderfulinsightson this questionnairevith regardgo yourinsurance
experiencgouhavehadinthepastwithin NISCO.Thequestionnairesdesignedomeasuraternal
marketingriewsemployeeascustomerghatsatisfytheirneedsandwantsulfilled whileaddressing
theobjectiveofthelnsurancee.ServiceQuality.

Pleaseonsideeachuestiorcarefullytodetermindnowyoufeelabouthesubjecmattempersonally
asa customerof your organizatiorthe consumptions purelyfor academiaesearchpurposefor
partialfulfilment of apostgraduatgrogramn marketingnanagemerdat Addis AbabaUniversity
Schoobf CommerceThankyoufor sharingyourvaluablgimeinfilling thisquestionnaire.

Thequestionnairbas2 partseachreferringtoyouractuakexperiencandidealthoughiofan
excellentnsuranceerviceprovider.

FekaduTiruneh

E-mail-fekadutiru@gmail.com

Tel.:+251-911477884
Part 1 personalinformation

Thisfirst partinquiresyourpersonainformationsopleasanarkX in thespacegrovidedexactlyfits
with yourbackground

1.Sex Female— Male )

2.Age Below20years —— From21-30years —Ffrom31-40years —
Abovedlyears —

3.EducationallLevel Diploma — FirstDegreecr— AboveFirstDegree —
4.JobCategory  JuniorOfficer —— MiddleLevelOfficer —
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SenioOfficer

Managel”_—)

5.For howmanyyearsyouarean Employeeof NyalalnsuranceS.C[NISCO]

Below2years ——From2-5years —Frrom6-10years (———jbovelOyears

—

PART 2. Internal marketing views employees as custoniatsdatisfy their needs and wants
fulfilled while addressing the objectives of thenfi Please consider each question carefully to
determine how you feel about the subject mattesqelly as a customer of your organization.

Please mark ‘X’ below any of the numbers in thedtedhat show how strong your feelings are.

() (4] [ )

S.N Statements _;9 o = S _;_Ln_/
—~ ~| =

T EERNEREREE:

= N —=-un-0 - - o o

ha o |2 | 2|62

< <

Internal Marketing Dimensions

Effective Communication

1

Our company places considerable emphasis on coneaturg with
us.

2

Managers communicate our company'’s vision well€o u

3

Our company uses the data which it gathers froml@&maps to
improve our jobs, and to develop the strategy efabmpany.

Reward System

4

Our company measure and reward employee performamat
contributes to the company’s vision.

5

In our company, employees who provide excellencwice are
rewarded for their efforts.

Our performance measurement and reward systemsurgeD
employees to work together.

Employee Service Training

7

In this company, we are properly trained to perfaum service roles,.

8

The company goes beyond training and educates gegsas well.

9

Our company views the development of knowledge skitls in
employees as an investment rather than a cost.

Employee Empowerment

10

Our Company’s working environment supports us ke @ecision by
our own.

11

There are ways for employees to exercise your @iscrs and

judgments that are essentially needed for accomplighe task.

Perceived Quality Service Dimensions
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Reliability

12

| will finish the assignment in the requested time.

13

When clients have problems, | am sympathetic aaslst@ing.

14| | provide my services at the time | promise to do s

15| | always do everything right, first time.
Responsiveness

16 | | tell clients exactly when services will be perfad.

17

| provide prompt service to my clients.

18

| am always willing to help clients.

19

| respond to clients’ requests promptly.

Assurance

20

Clients feel happy in their interactions with me.

21

| get adequate support from the company to do riny yeell.

22

Clients can trust me.

23

| serve my clients in a good manner.

Empathy

24

| give clients personal attention.

25

| know what the needs of my clients are.

26

| have clients’ interests at heart.

27

| am sensitive to individual differences among g

28

| offer services at times convenient to all my cige
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Appendix 2

Model Summary’

Adjusted R | Std. Error of|  Durbin-

Model R R Squarg Square the Estimate] Watson

1 905" .818 .811 .23384 2.066]

a. Predictors: (Constant), Empowerment, Trainingy&d,

Communication

b. Dependent Variable: Service Quality
Appendix 3

Descriptive Statistics
Std.
N Mean Deviation

Reliability 108| 3.5255 .98939

Responsivenes 108| 3.7199 .88848

Assurance 108| 3.4051 96958

Empathy 108| 3.7704 .68676

Valid N

o 1
(listwise) 08
Appendix 4
Residuals Statistic
Minimu | Maximu Std.
m m Mean Deviation

Predicted Value 2.6947] 4.4288 3.6950 47129 108
Residual -.80415 .84189 .00000 .26009 108
Std Predicted 2123 1557 .00 1000 108
Value

Std. Residual -3.077 3.222 .000 .995 108

a. Dependent Variable: Service Quality
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Appendix5

Histogram

Dependent Variable: ServiceQuality
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Regression Standardized Residual
Appendix6

MNormal P-P Plot of Regression Standardized Residual

Dependent Variable: ServiceQuality

Expected Cum Prob

T T
0.0 0.z 0.4 0.6 0.8 1.0
Observed Cum Prob
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Appendix7

Regression Standardized Residual

Scatterplot
Dependent Variable: ServiceQuality
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