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HOW INTERNAL MARKETING CAN CULTIVATE
PSYCHOLOGICAL EMPOWERMENT AND ENHANCE
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We examined the impact of psychological empowerment on employee loyalty, satisfaction,
and task performance with survey data from 617 employees of a petrochemical company in
China. Results based on a structural equation model showed that psychological empowerment
had a significant positive effect on both employee loyalty and task performance, which
was partially mediated by employee satisfaction. In addition, we found that psychological
empowerment was significantly and positively influenced by each dimension of internal
marketing.
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With the advancement of science and technology, and the increase of global
competition, empowerment is now deemed essential for the effectiveness of
enterprises (Aryee & Chen, 2006; Ergeneli, Ari, & Metin, 2007). Researchers
who have focused on empowerment have shifted their attention from its
practical applications to explanation of the deep psychological mechanism.
A number of researchers have explored the structural dimensions and the
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influencing factors of psychological empowerment (Hall, 2008; Liden, Wayne,
& Sparrowe, 2000; Spence Laschinger, Finegan, Shamian, & Wilk, 2001). On
the other hand, researchers have also investigated the effect of psychological
empowerment on the attitudes and behavior of employees. For example, Sigler
and Pearson (2000) showed that the productivity of individual employees
was positively related to their psychological empowerment. Zhang and Bartol
(2010) explored the relationship between the psychological empowerment and
creativity of employees to identify the intrinsic motivation and mental processes
of psychological empowerment.

Although researchers have explored the impact of psychological empowerment

on psychological and behavioral variables, few of these studies are comprehensive.

The objectives in the current study were:

a) To explore the antecedence of psychological empowerment because of the
inadequate awareness of it in prior research.

b) To provide an overall perspective of the impact of psychological
empowerment on psychological and behavioral aspects, as well as
exploring the underlying mechanism.

Specifically, we attempted to answer the following questions:

a) How does internal marketing influence the level of employees’
psychological empowerment?

b) How does the level of psychological empowerment of employees affect
their loyalty and task performance?

¢) What is the intermediary factor in this process?

Theoretical Background and Hypotheses

According to Conger and Kanungo (1988) empowerment is an intrinsic
construct meaning “enabling” , rather than a simple empowerment of subordinates
with power and resources. Thomas and Velthouse (1990) further proposed the
construct of psychological empowerment, which consists of the following four
dimensions that have been widely accepted by scholars: meaning, competence,
self-determination and impact. Meaning refers to an individual’s perception of
the goals, objectives, and values of the work based on that person’s own value
systems and standards. Competence or self-efficacy refers to an individual’s
perception of his or her ability to complete the work. Self-determination refers
to an individual's ability to control the work. Impact refers to the extent to which
an individual can affect the results of an organization in which he or she is
employed in terms of strategies, administration, management, and operations.
The four dimensions of psychological empowerment reflect positive positioning
of individuals about their work roles (Spreitzer, 2007). Employees who are
empowered will not wait passively for instructions but, rather, will actively
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change and affect their work environment, leading to greater efficiency (Sigler
& Pearson, 2000).

Internal Marketing and Psychological Empowerment

Berry (1995) suggested that employees can be treated as internal customers
and internal suppliers and, thus, the purpose of internal marketing is to create a
market atmosphere within the organization to ensure that the needs and desires
of the internal customers are met. Internal marketing can be defined as working
to attract, develop, motivate, and maintain high-quality staff by providing
them with work products they need. The effort of an enterprise to provide
internal marketing can positively affect the attitude of frontline employees
toward their work and the organization, as well as raise employees’ emotional
investment in the organization, thereby increasing the employees’ overall level
of psychological empowerment (Keller, Lynch, Ellinger, Ozment, & Calantone,
2006). Accordingly, we proposed the following hypothesis:
Hypothesis 1: The relationship between psychological empowerment and
internal marketing will be positive.

Loyalty, Job Performance, Satisfaction, and Psychological Empowerment

Loyalty here refers to employee loyalty to the organization. Employees with a
high level of commitment to the organization have a stronger sense of belonging,
are willing to learn new skills, share knowledge, provide suggestions and
comments, and pay more attention to quality and productivity (Osterman, 2006).
Empowered employees believe that they are important and influential in the
organization, and that it is worthwhile to stay in the organization (Kark, Shamir,
& Chen, 2003). In fact, a large number of researchers have shown that employees
who feel empowered are more loyal to the organization (e.g., Avolio, Zhu, Koh,
& Bhatia, 2004; Liden et al., 2000). Thus, we proposed that:

Hypothesis 2: The relationship between psychological empowerment and
employee loyalty will be positive.

Work performance is a measure of the extent to which a particular objective
is achieved (Kuvaas & Dysvik, 2009). Borman and Motowidlo (1993) divide
work performance into task performance and contextual performance. Task
performance refers to the behavior an organization specifies or that is related
to specific acts, whereas contextual performance means extra work for the
organization and the social and psychological environment. As contextual
performance is associated with the characteristics of the employee, in this study
we examined only task performance. The productivity of employees is positively
associated with the level of psychological empowerment (Sigler & Pearson,
2000), as psychological empowerment has a positive effect on employees’
self-efficacy and the employees believe that they can contribute to the increase
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of productivity of the enterprise as a result of this (Martin & Bush, 2006).
Therefore, we proposed that:
Hypothesis 3: The relationship between psychological empowerment and task
performance will be positive.

Many researchers have shown that the relationship between each dimension
of psychological empowerment and employee job satisfaction is positive
(Dewettinck & van Ameijde, 2011; Spreitzer, Kizilos, & Nason, 1997). For
example, Spreitzer et al. (1997) conducted systematic analyses of the relationship
between all dimensions of psychological empowerment and job satisfaction, and
suggested that job satisfaction is positively related to meaning of work, self-
determination, and competence. According to this rationale, we proposed that:
Hypothesis 4: The relationship between psychological empowerment and
employee satisfaction will be positive.

Reichheld (2001) suggested that satisfaction and loyalty are fundamentally
different. Loyal employees must be satisfied but satisfied employees are not
necessarily loyal. It has been found that the relationship between employee
satisfaction and employee loyalty are not consistent. Nevertheless, most
researchers have shown that employee satisfaction can lead to employee loyalty
(Mak & Sockel, 2001; Martensen & Gronholdt, 2001). This formed the basis of
our fifth hypothesis:

Hypothesis 5: The relationship between employee satisfaction and employee
loyalty will be positive.

According to the theory of the Hawthorne effect (Benson, 2000) a positive but
temporary change in a measurable behavior occurs in a situation in which there
has been no deliberate attempt to affect this behavior and, thus, the improvement
of productivity is based on the psychological satisfaction of the employees.
Herzberg (1959) also showed in a series of experiments that formed the basis
of his motivation-hygiene theory, that the relationship between satisfaction and
performance was positive. Thus, we proposed that:

Hypothesis 6: The relationship between employee satisfaction and task
performance will be positive.

Method

Participants, Instruments, and Procedure

The questionnaire we compiled for this study was completed by 1,085 people
employed in the lubricant oil sector of China Petrochemical Corporation in
Hebei, Shandong, Zhejiang, Guangdong, Hunan, and Yunnan provinces. We
obtained 617 usable responses, resulting in a response rate of 57%.

We used the measure of psychological empowerment that was developed by
Spreitzer (1995). The items we used to measure internal marketing, which were
grouped in dimensions of internal products, internal prices, internal distribution,
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and internal promotions, were taken from Keller, Lynch, Ellinger, Ozment, and
Calantone (2006). We used scales developed by Hartline and Ferrell (1996) and
Carmeli and Josman (2006) to measure job satisfaction and task performance,
respectively. We chose a 5-point (1 = strongly disagree, 5 = strongly agree) Likert
scale for these items. The reliabilities were acceptable (Cronbach o of all the
variables were between 0.816 and 0.917).

Results

We used structural equation modeling to test the hypotheses. The results are
presented in Table 1 and Figure 1.

Table 1. Influence among the Variables

Parameter Coefficient SE P

Internal product — Meaning of work 195 .049 o
Internal product — Self-determination 227 .065 o
Internal product — Self-efficacy .04 .053 452
Internal product — Impact on work 222 .062 o
Internal price — Meaning of work .092 .058 113
Internal price — Self-determination 131 078 *

Internal price — Self efficacy -.005 .062 938
Internal price — Impact on work .185 073 o

Internal distribution - Meaning of work .182 .054 e
Internal distribution — Self-determination -.037 .073 .616
Internal distribution — Self-efficacy 192 .059 o

Internal distribution — Impact on work -.039 .068 .566
Internal promotion — Meaning of work 135 .058 o

Internal promotion — Self-determination 482 076 o
Internal promotion — Self-efficacy -.029 .062 .636
Internal promotion — Impact on work 141 .073 *

Meaning of work — Satisfaction .539 .044 o
Self-determination — Satisfaction 133 .039 e
Self-efficacy — Satisfaction 102 .039 -

Impact on work — Satisfaction .187 .033 o
Meaning of work — Loyalty 282 .040 o
Self-determination — Loyalty .034 .033 295
Self efficacy — Loyalty -.011 .032 733
Impact on work — Loyalty 135 .028 o
Meaning of work — Task performance .340 .037 o
Self-determination — Task performance 142 .03 o
Self efficacy — Task performance AT77 .029 e
Impact on work — Task performance .019 .026 455
Satisfaction — Loyalty .680 .033 o
Satisfaction — Task performance .0069 .031 o

Note. N =617, Xz =277.373, df = 16, p < .001, comparative fit index = .954, incremental fit index =
.954, normed fit index = .951; *** p < .001, “* p< .05, “p <.1.
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In Table 1 and Figure 1 it can be seen that dimensions of internal marketing
had a significant positive impact on dimensions of psychological empowerment.
Our hypothesis that the relationship between psychological empowerment and
internal marketing would be positive was supported. Furthermore, there was a
positive relationship between each dimension of psychological empowerment
and employee satisfaction, loyalty, and task performance. Thus, the results
also supported hypothesis 2, hypothesis 3, and hypothesis 4. In addition, the
relationships between satisfaction and loyalty, and between satisfaction and
task performance, were significantly positive, which supported hypothesis 5
and hypothesis 6. This implies that satisfaction performed a partial mediating
role between psychological empowerment and the psychological and behavioral
consequences (i.e., loyalty and task performance).

Discussion

In this study we tested the effect of psychological empowerment on employee
loyalty, satisfaction, and task performance, and the underlying mechanism.
We found that psychological empowerment had a significant positive effect
on both employee loyalty and task performance, which was partially mediated
by employee satisfaction. In studies it has been noted that psychological
empowerment can lead to greater employee satisfaction, but little attention has
been given to the subsequent behavioral variables. In our research we have
made a foray into investigating the intermediary role of employee satisfaction
between psychological empowerment and the psychological and behavioral
consequences, such as employee loyalty and task performance. In addition, we
suggest that, with our model that psychological empowerment is significantly and
positively influenced by each dimension of internal marketing, our findings add
to literature on the antecedence of psychological empowerment. The results in
our study provide insights on how to design an effective employee management
program. Specifically, enterprises can use internal marketing as an effective
tool to improve the level of psychological empowerment among employees, by
establishing programs that would include promoting the vision of that enterprise,
providing training for employees, sharing profit with employees, raising
support from the managerial level, establishing better incentive mechanisms for
employees, and constructing an outstanding corporate culture. Furthermore, to
achieve the goal of increasing employees’ loyalty and enhancing employees’
performance, creating a meaningful level of psychological empowerment is an
effective option.

We believe that there are a number of interesting insights in our study, but
there are also limitations that suggest potential areas for future research. First,
to increase the reliability and operability of our results, future researchers
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could collect data from different industries for horizontal comparison. Second,
psychological empowerment might be affected by contextual factors, such as the
characteristics of the customers or goals of the organization. We believe that, in
future studies, it might be of value to explore these factors and propose means
to stimulate and maintain a certain level of psychological empowerment. Third,
another direction in future research might be to examine the optimal level of
psychological empowerment for optimal employee performance. That is, we
suspect that the relationship between psychological empowerment and work
performance might be U-shaped.
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