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Abstract 

The purpose of this study is to determine the role (impact) of market orientation in (on) the relationship between internal marketing 

practices of 3- 4- and 5-star hotels in Nevşehir and firm performance. To test the determining factors of businesses’ market 

orientation in various levels and to determine the strength and direction of the relationships between these factors and internal 

marketing dimensions are among the main purposes of this study. To examine the relationships between internal marketing and firm 

performance, internal marketing and market orientation, and market orientation and firm performance are the other purposes of the 

study. Data collected from 185 high rank and middle rank managers and department supervisors were tested through structural 

equation modeling and regression analyses. Findings indicate that there are direct positive relationships between market orientation 

and internal marketing (H1), market orientation and firm performance (H2), and internal marketing and firm performance (H3). 

Another finding of the study is that market orientation has a mediating role in the relationship between internal marketing practices 

and firm performance (H4).      
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1. Introduction 

Service industry employees are the first touch line of the businesses with the marketing environment. Many employees in service 

dominated businesses such as tourism perform market-oriented jobs. As a result, those employees who frequently contact with the 

customers could make an impact on customers’ attitudes towards the firm (see e.g. Schneider & Bowen, 1985; Bitner, 1990; Hartline 

& Ferrell, 1996). Thus, satisfaction of the external customers is closely related with the motivation of employees who are considered 

as internal customers. In hotel businesses, production and consumption are simultaneous (Sasser & Arbeit, 1976), thus, coordination 

and cooperation among employees is more important. Avoiding service failure and keeping operations smooth depend mostly on 

contact employees (Grönroos, 1989; Hartline & Ferrell, 1996). For this reason, it is important for the businesses to understand the 

vital role of employees for the firm and put internal marketing applications into practice. 

It is impossible to standardize customer behavior and it would not be very probable to exactly forecast those behavior 

(Grönroos, 1990). Thus, it is possible for the management to explain the employees how to interact with the customer and how to 

react in different situations to satisfy the customer by adopting a service oriented culture (see e.g. Grönroos, 1989; 1990; Hartline & 

Ferrell, 1996). The main goal of the firms is to make profit. Conducting their operations at first attempt and with minimum failure by 

motivating employees will enable them to reach this goal. 

By the effective use of internal marketing dimensions within the firm, external customers are satisfied indirectly, this also 

means the adoption of market oriented approach for the firm (Grönroos, 1990; Conduit & Mavondo, 2001; Abzari, Ghorbani, & 

Madani, 2011; Zaman, Javaid, Arshad, & Bibi, 2012). Market orientation and internal marketing which are both, in the literature, 

found to have an impact on the firm success are complementary to each other. “...Market orientation and internal marketing are two 

interrelated concepts … ” (Gounaris,Vassilikopoulou, & Chatzipanagiotou, 2010, p.1667). “Internal marketing is a management 

philosophy” (Grönroos, 1990, p.8) and has a significant role in the development of market orientation (Voola, Casimir, & Haugen, 

2003; Abzari et al., 2011). 

2. Literature Review 

2.1. Market Orientation 

Major contributions were made by Narver & Slater (1990) and Kohli & Jaworski (1990) to the literature related to the concept of 

market orientation which began to be discussed in marketing and strategic management studies in 1990s. While Narver & Slater 

(1990) regarded market orientation as an organizational culture to meet the customer needs and surpass the competitors, Kohli & 

Jaworski (1990) defined market orientation as collection of information about the market, sharing this information within the 

organization, and receiving feedback. There are various definitions of this concept from different views in the literature. The 

common point of these definitions is the notion that obtaining information about customers and competitors is the first step of market 

orientation (see e.g. Day & Wensley, 1988; Narver & Slater, 1990; Slater & Narver, 1994b; 2000; Martin, Martin, & Grbac, 1998; 

Harrison-Walker, 2001). Effective use of the obtained information about the customers and competitors within the firm depends on 

the success of coordination between the departments. Especially in service industries such as tourism, the firm success depends – 
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even more – on understanding the customers and meeting their wishes and needs. In other words, the information obtained should be 

used effectively.  

2.2. Internal Marketing 

There are some definitions of the concept of internal marketing which began to be discussed in the literature in 1970s (Varey & 

Lewis, 1999; Gounaris, 2006) and which emphasizes the significance of employees in the marketing of services. The term of internal 

marketing was first used by Berry, Hensel, & Burke (1976), then it was used by George (1977), Thompson et al. (1978), and Murray 

(1979) (Rafiq & Ahmed, 2000). 

Sasser & Arbeit (1976) also mentioned internal marketing in their study indirectly and they stated that the employees should 

be considered as the most important customers of the firm especially in service firms. For this reason, a successful service firm 

should first be successful at ‘selling’ to its employees.  

The definition of internal marketing made by Berry & Parasuraman (1991) is widely accepted. “Internal marketing is 

attracting, developing, motivating and retaining qualified employees through job-products that satisfy their needs. Internal marketing 

is the philosophy of treating employees as customers . . .” (Berry & Parasuraman, 1991, p. 151). The common point of the 

definitions of internal marketing in the literature is the notion that first the internal customers, namely employees, should be satisfied 

in order to satisfy customers.  

2.3. Firm Performance 

In today’s competitive environment, firms should first evaluate their performances and analyze the factors affecting their 

performances in order to understand their current situation, improve their weak points, and make proper strategic decisions (Akman, 

Özkan, & Eriş, 2008). Performance is a wide subject that cannot be defined objectively (Lebas, 1995). Performance can be defined 

as the strategies applied by a firm and the outcomes of these applications (Porter, 1991). In other words, according to Porter (1991), 

firm performance means the level of firm’s success and firm’s success can be attained by gaining sustainable competitive advantage.  

Based on the literature review, it has been discovered that there are two types of measure for firm performance, namely 

objective and subjective. The most frequently used objective performance measure is financial performance (Akman et al., 2008). 

However, considering firm performance by only financial aspect is not sufficient in an environment where the competition gets 

fiercer. In addition to financial performance, non-financial aspects (innovation, time, flexibility, quality, etc.) should also be 

considered in order to measure firm performance more realistically (Chin, Pun, & Lau, 2003; Usta, 2011). According to Kaplan & 

Norton (1996; 2001) non-financial measures help the managers more in determining and evaluating the changes in firm 

environment. Although financial performance measures are useful, firms are usually reluctant to share financial information. For 

lodging enterprises, financial measures consist of data such as occupancy rate, revenue per available room, and employee turnover 

rate which managers are quite reluctant to share. For this reason, subjective measures have been preferred in many studies.  

2.4. Internal Marketing and Market Orientation 

Abzari et al. (2011) indicates that successful businesses in rapidly growing and already large tourism industry pay attention to both 

customers and employees. The interactions between customers and employees are critical in service businesses (see eg. Anderson, 

Fornell, & Rust, 1997). Especially customer contact employees’ attitudes and behaviors affect the perception of service by customers 

(See e.g. SchneNder & Bowen, 1985; Bitner, 1990; Hartline & Ferrell, 1996), thus Nnternal marketNng gaNns more Nmportance for the 

tourNsm Nndustry (Eren & Güneren, 2014). 

Internal marketing practices are considered as tools for market orientation (see eg. ConduNt & Mavondo, 2001; LNngs, 2004) 

and increasing employee satisfaction (PNercy, 1995). Internal marketing can also be recognized as a strategy for market orientation 

(Abzari et al., 2011) and one of the main antecedents of market orientation (see e.g. Lings, 2000; Lings & Greenley, 2009; Zaman et. 

al., 2011). Firms which adopt an internal marketing approach can align their market objectives with their internal capabilities, thus 

they can respond to changes in the external market much effectively (Gounaris, 2006).  

In the relevant literature, there are various studies that indicate the relationship between internal marketing and market 

orientation (Voola et al., 2003; Lings, 2004; Kyriazopoulos, Yannacopoulos, Spyridakos, Siskos, & Grigoroudi, 2007). Number of 

empirical studies on internal marketing in tourism industry is quite insufficient. Based on the current studies, it could be stated that 

employees’ organizational commitment and tendency to serve in a more customer orientated manner increase in the organizations in 

which internal marketing is applied. Therefore, internal marketing could contribute to the adoption of market orientation and 

increase of the firm performance indirectly.  

H1: In hotel businesses, there are direct positive relationships between market orientation and internal marketing practices. 

2.5. Market Orientation and Firm Performance 

Market orientation can be defined as an important strategy which contributes to a firm’s gathering information about their current 

and future competitors and customers, creating value for the customers, gaining competitive advantage by using the information 

gathered, and surpassing the customer expectations (Karahan & Özçiftçi, 2008; Slater & Narver, 1994a). Market orientation is also 
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regarded as an element that gives superior firm performance (Han, Kim, & Srivastava, 1998) because firms try to understand and 

satisfy the customers in order to gain competitive advantage (Bayyurt, 2007). 

Market orientation approach in a firm increases its ability to adapt to changing market conditions and this will increase the 

performance of the firm (see e.g. Day, 1994; Jaworski & Kohli, 1993; Kohli & Jaworski, 1990; Narver & Slater, 1990; Ruekert, 

1992; Slater & Narver, 1994b). Market orientation has a positive impact on employee behavior thus enhances performance (Piercy, 

Harris, & Lane, 2002). Employees at all levels of the firm affect the market orientation activities (Gummesson, 1991; Martin et al., 

1998). In short, market orientation is an important strategy that makes the firms successful because main goal of a firm is to earn a 

significant position in the market by ensuring customer satisfaction. 

Based on the current studies, it can be claimed that market orientation has a positive impact on firm performance, employees, 

customers, and innovation (Narver & Slater, 1990; Deshpande, Farley, & Webster, 1993; Baker & Sinkula, 1999, Slater & Narver, 

2000; Lukas & Ferrell, 2000; Harrison-Walker, 2001). The second hypothesis of the study was developed on this.  

H2: In hotel businesses, there are direct positive relationships between market orientation and firm performance. 

2.6. Internal Marketing and Firm Performance 

Internal marketing, which is complementary to external marketing (Gummesson, 2000), ensures customer satNsfactNon through 

employee satNsfactNon thus affects fNrm performance posNtNvely (see e.g. Drake, Gulman & Roberts, 2005). Internal marketing is a 

significant factor on business performance (Panigyrakis & Theodoridis, 2009). In the current literature, there are studies that indicate 

that internal marketing practices enhance firm success. Employees’ display of their emotions has an impact on customers’ 

evaluations of service quality through service encounters (Pugh, 2001) and this affects firm’s overall success in service industry. In 

service industries, firm success is achieved through creating customer value and internal marketing is an approach which suggests 

that customer value can be created by satisfying the employees. If the employees are trained and awarded then these internal 

marketing practices affect the interaction with customers, namely with the external market, positively, thus these practices enhance 

firm performance (Opoku, Opuni, & Adjei, 2014). 

The concept of internal marketing is emphasized especially in service industry (Conduit & Mavondo, 2001; Zaman et al., 

2012) because employees directly interact with customers (Hartline & Ferrell, 1996; Donavan, Brown, & Mowen, 2004). There is a 

positive relationship between internal marketing and market orientation (Voola et al., 2003; LNngs, 2004; KyrNazopoulos et al., 2007; 

Zaman et al., 2012). 

H3: In hotel businesses, there are direct positive relationships between internal marketing practices and firm performance. 

2.7. Internal Marketing, Market orientation, and Firm performance  

In the literature, some studies indicate positive relationships between market orientation and customer orientation, job satisfaction, 

firm performance, organizational commitment, internal marketing (Narver & Slater, 1990; Ruekert, 1992; Jaworski & Kohli, 1993; 

Siguaw, Brown, & Widing, 1994; Webb, Webster, & Krepapa, 2000; LNngs, 2000; Slater & Narver, 2000; Piercy et al., 2002; Voola, 

CasNmNr, & Hugen, 2003; Jones, Bush, & Dacin, 2003; Qu & Ennew, 2003; Kaynak & Kara, 2004; Singh & Ranchhod, 2004; Zaman 

et. al., 2012) and between Nnternal marketNng and fNrm performance (LNngs, 2000; Zaman et al., 2012). 

Zaman et al. (2012) found that internal marketing had a significant impact on employees’ commitment, market orientation, and 

profitability of the business. Lings (2004), in his study on internal marketing, reached to the result that there was a positive 

relationship between internal marketing and firm performance and also between market orientation and internal marketing. Lings 

and Greenley (2009) found positive relationships between market orientation and firm performance, employee satisfaction and 

market orientation, market orientation and customer satisfaction, internal marketing and market orientation, employee motivation 

and customer satisfaction, and customer satisfaction and financial performance. Webb et al. (2000) found positive relationships 

between market orientation and service quality, service quality and performance. Thus, it can be assumed that market orientation 

positively affects performance indirectly. In addition, authors found positive relationships between market orientation and customer 

satisfaction, customer satisfaction and performance. In this way, market orientation positively affects customer satisfaction, then 

customer satisfaction affects performance positively. Moreover, internal marketing reduces employees’ dysfunctional behaviors such 

as invalid reporting (Ramaswami, 1996). Motivated employees can increase the firm performance by contributing to firm’s market 

orientated attitude. Thus, hypothesis H4 was developed. 

H4: In hotel businesses, market orientation has a mediating role in the relationship between internal marketing practices and firm 

performance. 

 

  



European Journal of Business and Management                                                                                                                               www.iiste.org 

ISSN 2222-1905 (Paper) ISSN 2222-2839 (Online) 

Vol.9, No.23, 2017 

 

56 

3. Methodology 

 

 
Figure 1. Research Model 

 

3.1. Sampling Design and Data Collection 

Purposive sampling, a non-random sampling technique, was preferred as the sampling method of the research. Main population of 

the research consists of the middle and high rank managers and department supervisors of 3, 4, and 5-star hotels in Nevşehir (in the 

districts of Uçhisar, Ürgüp, Göreme, Ortahisar, Avanos, Kaymaklı, Kozaklı, and City Center). Data were collected through 

questionnaires which were applied to the respondents face to face in June 2016 through August 2016.  

3.2. Measures 

In this study, mediating role of market orientation in the relationship between internal marketing and firm performance is examined. 

The independent variable of the study is internal marketing. Foreman and Money (1995) emphasize that internal marketing is 

represented by vision, development, and rewards dimensions. Another variable of the study is market orientation. Narver and Slater 

(1990) indicate that market orientation consists of customer orientation, competitor orientation, and interfunctional coordination 

dimensions.  

The dependent variable of the study is firm performance. Since the research was conducted on hotel businesses, occupancy 

rate, yearly revenue per available room, and employee turnover rate were measured as objective performance variables. However, 

respondents were, in general, reluctant to give information on these variables. For this reason, analyses and results presented in this 

paper are based on the subjective performance variables. The subjective performance dimension was measured in five dimensions, 

namely employees, consumers, financial, organizational, and social dimensions, developed by Eren (2007). 

3.3. Reliability and Validity 

Confirmatory factor analysis was conducted in order to discover whether the internal marketing, market orientation, and firm 

performance scales represent the same dimension structures with the original scales in this sample.  

3.3.1. Findings on the validity of internal marketing scale (Confirmatory factor analysis) 

As shown in Figure 2, 15 items in the scale were distributed to the dimensions as in the original scale in the result of confirmatory 

factor analysis. 
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Figure 2. Internal Marketing Scale First Level Confirmatory Factor Analysis (Standardized) 

In the lNterature, the frequently used fNt NndNces to test the valNdNty of the model Nn confNrmatory factor analysNs (CFA) are 

comparatNve fNt Nndex (CFI), Goodness of FNt Index (GFI), adjusted goodness of fNt Nndex (AGFI), normed fNt Nndex (NFI), root mean 

square error of approxNmatNon (RMSEA), and standardized root mean square residual (SRMR) (Hu & Bentler, 1999; Schermelleh-

Engel, Moosbrugger,  Müller, 2003; Hair, Black, Babin, Anderson, 2014). Table 1 shows the most frequently used goodness of fit 

indices for model data fit. 

 

Table 1. Goodness of fit values (MacCallum, Browne, & Sugawara, 1996; Hu & Bentler, 1999; Schermelleh-Engel et al., 2003; Hair 

et al., 2014) 

 

Fit Indices Good fit Acceptable fit 

RMSEA 0 ≤ RMSEA ≤ 0.05 0.05 ≤ RMSEA ≤ 0.10 

SRMR 0 ≤ SRMR ≤ 0.05 0.05 ≤ SRMR ≤ 0.10 

NFI 0.95 ≤ NFI ≤ 1.00 0.90 ≤ NFI ≤ 0.95 

NNFI 0.97 ≤ NNFI ≤ 1.00 0.95 ≤ NNFI ≤ 0.97 

CFI 0.95 ≤ CFI ≤ 1.00 0.90 ≤ CFI ≤ 0.95 

GFI 0.95 ≤ GFI ≤ 1.00 0.90 ≤ GFI ≤ 0.95 

AGFI 0.90 ≤ AGFI ≤ 1.00 0.85 ≤ AGFI ≤ 0.90 

 

Goodness of fit values of internal marketing scale are illustrated in Table 2.  
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Table 2. CFA results of internal marketing scale 

 

 

n 

 

p 

 

CFI 

 

NFI 

 

NNFI 

 

GFI 

 

AGFI 

 

SRMR 

 

RMSEA 

 

185 

 

0.00 

 

0.98 

 

0.96 

 

0.97 

 

0.93 

 

0.90 

 

0.052 

 

0.70 

 

When the values reached (Table 2) are compared with the goodness of fit values shown in Table 1, it can be observed that there 

is a good fit between the model and the data. Based on these findings, data confirms the model, in other words, fit indices calculated 

demonstrate a good fit between the data set and the model that consists of first level latent variables. 

3.3.2. Findings on the validity of market orientation scale (Confirmatory Factor Analysis) 

Confirmatory factor analysis was conducted in order to determine whether the data collected from the sample demonstrated the same 

dimensional structure with the original market orientation scale. As shown in Figure 3, 15 items are distributed to same dimensions 

as in the original scale.  

 

 

Figure 3. Market Orientation Scale 1. Level Confirmatory Factor Analysis (Standardized) 

 

Goodness of fit values of 1. level confirmatory factor analysis of market orientation scale are shown in Table 3. 
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Table 3. CFA results of market orientation scale 

 

n 

 

p 

 

CFI 

 

NFI 

 

NNFI 

 

GFI 

 

AGFI 

 

SRMR 

 

RMSEA 

 

185 

 

0.00 

 

0.96 

 

0.94 

 

0.96 

 

0.89 

 

0.85 

 

0.055 

 

0.80 

 

When the values reached (Table 3) are compared with the values in Table 1, it could be stated that this scale also shows good 

fit.  

3.3.3. Findings on the validity of firm performance scale (Confirmatory Factor Analysis) 

As shown in Figure 4, 27 items in the firm performance scale are distributed to the dimensions as in the original scale.  

 

 

Figure 4. Firm performance scale 1. level confirmatory factor analysis (Standardized) 

 

Table 4. CFA results of firm performance scale 

 

 

n 

 

P 

 

CFI 

 

NFI 

 

NNFI 

 

GFI 

 

AGFI 

 

SRMR 

 

RMSEA 

 

185 

 

0.00 

 

0.95 

 

0.91 

 

0.94 

 

0.83 

 

0.84 

 

0.016 

 

0.81 

 

Comparing the values in Table 4 with Table 1, it is observed that this scale also demonstrates good fit. 
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In summary, all three scales used show same dimensions as in the original scales and demonstrate good fit.  

Table 5. Scales and reliability coefficients 

Scales Number of items Cronbach Alpha(α) 

Internal marketing 15 0.93 

Vision 3 0.81 
Development 8 0.91 
Rewards 4 0.85 

Market orientation 15 0.90 

Competitor orientation 4 0.82 
Customer orientation 6 0.85 
Interfunctional coordination 5 0.76 

Firm performance 27 0.92 

Consumers 5 0.83 
Financial 4 0.81 
Organizational 5 0.87 
Social 4 0.78 
Employees 9 0.84 

 

As illustrated in Table 5, all scales and dimensions are found reliable based on the Cronbach’s α values ranging from 0,76 through 

0,93.  

In addition to Cronbach’s alpha values which reflect internal reliability of the scales, construct reliability (CR) coefficients 

were examined for the reliability analyses and convergence and discriminant validity were tested for the validity. For convergent 

validity which necessitates that variables which measure the same structure should be correlated at least at a medium level (Kline, 

2011), the coefficient of average variance extracted should be used and this value is recommended to be 0,50 or higher for an 

adequate convergence (Hair, Black, Babin, Anderson, 2014; Fornell & Larcker 1981). For discriminant validity, different constructs 

are expected not to be too highly intercorrelated (Kline, 2011) because they are related to each other but measure different constructs 

in essence. In addition, square root of AVE should be higher than correlation coefficients (Hair, Black, Babin, Anderson, 2014). 

Based on second level confirmatory factor analyses, all scales used met reliability and validity measures.  

3.4. Data Analysis Techniques  

Structural equation modelling and regression analyses were performed in order to examine the mediating role of market orientation 

in the relationship between internal marketing and firm performance. Prior to these analyses, data distributions were examined for 

normality and the data which showed positive and negative skewness were normalized through logarithmic and square root 

transformations.  

 

3.4.1. The mediating role of market orientation in the relationship between internal marketing and firm performance 

 

Goodness of fit values of the developed model are illustrated in Table 6.  

 

Table 6. Goodness of fit values of research model (mediating role) 

 

n 

 

p 

 

CFI 

 

NFI 

 

NNFI 

 

GFI 

 

AGFI 

 

SRMR 

 

RMSEA 

 

185 

 

0.00 

 

0.94 

 

0.92 

 

0.92 

 

0.92 

 

0.86 

 

0.06 

 

0.058 
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Figure 5. Structural Equation Model on Market Orientation, Firm Performance, and Internal Marketing Practices (Standardized 

Coefficients) 

 

Goodness of fit values were examined and the model was confirmed. As shown in Figure 5, there is a positive and significant 

relationship between internal marketing and market orientation. The path coefficient between them is 0,77 and t value is 8,72. There 

is a positive and significant relationship between internal marketing and firm performance and the path coefficient is 0,44 while the t 

value is 3,32. There is also a positive and significant relationship between market orientation and firm performance. Between these 

two, the path coefficient is 0,36 and t value is 2,67.  

In addition, market orientation is explained by internal marketing in the first equation and the equation between market 

orientation and internal marketing with the standardized coefficients is set as “market orientation = 0.77*internal marketing” (R²= 

0.59). In the second equation where firm performance is explained by internal marketing, the equation with standardized coefficients 

is set as “firm performance = 0.71*internal marketing” (R²= 0.50). Thus, 50% of the variance in firm performance can be explained 

by internal marketing. In the third equation, firm performance is explained by market orientation and internal marketing and the 

equation is set as “firm performance= 0.36*market orientation + 0.44*internal marketing” (R²= 0.64). It means that 64% of the 

change in firm performance can be explained by market orientation and internal marketing. Thus, internal marketing and market 

orientation are major explanatories of firm performance. 

Path analyses indicate that path coefficients of internal marketing to market orientation (= 0.77; p<0.01) and firm 

performance (= 0.44; p<0.01) and path coefficient of market orientation to firm performance (= 0.36; p<0.01) are significant.  

Through structural equation modelling, it was examined whether the conditions proposed by James & Brett (1984) were met in 

order to test the mediating role of market orientation in the relationship between internal marketing and firm performance. According 

to James & Brett (1984), if the impact of independent variable on the dependent variable is eliminated and the independent variable 

affects the dependent one only through the mediating variable (i.e. indirectly), then this means there is a “full mediating role”. 

However, if the direct impact of independent variable still continues but diminishes, then this means there is a “partial mediating 

role”. Thanks to path coefficients, indirect path coefficients between the variables can be calculated (Alpar, 2013). The impact of 

internal marketing on firm performance through market orientation is calculated as 0,77 x 0,36= 0,28. 

When the market orientation variable is included in the structural equation model of firm performance and internal marketing, 

the impact of independent variable on dependent variable does not totally disappear, thus market orientation does not have a full 

mediating role. Direct and indirect impacts have been calculated in order to examine whether it has a partial mediating role. The 

direct impact (total impact) of internal marketing on firm performance is 0,77.  
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Figure 6. Direct Impact 

 

The indirect impact of internal marketing on firm performance is found 0,28 and when market orientation is included in the 

analysis, the impact of internal marketing on firm performance is found 0,49 (0,77 – 0,28 = 0,49). Thus, it is concluded that the 

direct impact of internal marketing on firm performance decreases but continues when market orientation is included in the equation. 

This means there is a partial mediating role of market orientation in the relationship between internal marketing and firm 

performance. Thus, hypothesis H4 is confirmed. To confirm the mediating role, multiple regression analysis was also conducted.  

3.4.1. Regression analysis on the mediating role of market orientation in the relationship between internal marketing and firm 

performance 

In order to research the role of market orientation in the relationship between internal marketing practices and firm performances of 

3,4, and 5-star hotel businesses in Nevşehir, multiple regression analysis was conducted in line with the approach developed by 

Baron and Kenny (1986). Means, standard deviations, and correlation coefficients of variables are illustrated in Table 7. 

Table 7. Means, standard deviations, and correlation coefficients of variables 

Variable Mean Standard Deviation 1 2 3 

Firm Performance 3,73 0,55 -   

Internal marketing 3,65 0,78 0,618 -  

Market orientation 3,88 0,66 0,540 0,660 - 

 

       As shown in Table 7, market orientation practices has the highest mean (3,88). Thus, 3,4, and 5-star hotel businesses in the 

region adopt a market orientated approach (based on managers’ perspectives). Firm performance has the second highest mean (3,73). 

Firm performance scale includes questions to measure managers’ perceptions. According to the managers, 3,4, and 5-star hotels in 

the region perform relatively well. Internal marketing has the lowest mean (3,65), however it is still reasonably high. Thus, according 

to the managers, the hotel businesses in the region adopt internal marketing and consider their employees as internal customers. 

Table 8. Results of Multiple Regression Analysis 

Steps Regression 
Coefficients 

Model Statistics 

B S.E.   

First Step 

The impact of X (internal marketing) on Y (firm performance)   

0,451 0,042 0,618 R²= 0,382 

F(1,183)= 
113,131 

P= 0,00 

Second Step 

The impact of X (internal marketing) on M (market orientation)  

0,532 0,045 0,660 R²= 0,436 

F(1,183)= 
141,488 

P= 0,00 

Third Step 

The impact of M (market orientation) on Y (firm performance)   

0,489 0,056 0,540 R²= 0,292 

F(1,183)= 75,485 

P= 0,00 

Fourth Step 

The impact of X (internal marketing) and M (market orientation) on Y (firm 
performance)   

0,338 0,055 0,463 R²= 0,413 

F(2,182)= 64,037 

P= 0,00 

P= 0,00 

VIF= 0,591 
0,212 0,068 0,235 

According to F value which indicates whether the regression analysis is statistically significant (Gürbüz & Şahin, 2014), 

results of regression analysis and the model are statistically significant F (2,182)= 64,037 p<0,01). In order to test whether there is a 
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multicollinearity problem, tolerance values are examined and calculated. Tolerance values are higher than critical values (1- R²). 

This indicates that there is no multicollinearity problem. 

According to the model proposed by Baron & Kenny (1986) independent variable must have an impact on dependent variable; 

independent variable must have an impact on mediating variable; and mediating variable must have an impact on dependent variable. 

When all variables are included in the analysis, if no significant relationship between independent variable and dependent variable is 

found, this indicates full mediation (Gürbüz & Bekmezci, 2012). If the direct impact of independent variable on dependent variable 

decreases but continues, then this indicates partial mediation (James & Brett, 1984). 

Regression analysis results indicate that internal marketing has a positive and significant impact on firm performance 

(=0,618, p<0,01); internal marketing has a positive and significant impact on market orientation (=0,660, p<0,01); market 

orientation has a positive and significant impact on firm performance (=0,540, p<0,01). According to these results, H1, H2, and H3 

are accepted. When all the variables are included in the analysis simultaneously, internal marketing (=0,463, p<0,01) and market 

orientation (=0,235, p<0,01) together have a positive and significant impact on firm performance. It means that market orientation 

does not have a full mediating role in the relationship between internal marketing and firm performance. 

However, it can be observed in the regression results that the relationship between the dependent and independent variables 

continues but decreases (from =0,618 to = 0,463, p<0,01). Thus, market orientation has a partial mediating role in the relationship 

between internal marketing and firm performance. Meanwhile, R2 value increased from 0,38 (internal marketing – firm 

performance) to 0,41 (internal marketing – market orientation – firm performance). In other words, when the mediating variable is 

included in the equation (within three variables), 41% of the variance in firm performance is explained by market orientation and 

internal marketing whereas 38% of the variance in firm performance is explained by internal marketing in the equation between only 

these two variables (i.e. internal marketing – firm performance). 

Lastly, Sobel test was conducted in order to test the significance of the change in regression coefficient and partial mediating 

role was found to be statistically significant (z=7,024, p<0,01). 

5. Conclusion 

The results of this study indicate a positive relationship between market orientation and internal marketing (H1). This finding is in 

accordance with the findings of the studies conducted by Voola et al. (2003); Lings (2004); Kyriazopoulos et al. (2007). 

There is also a positive relationship between market orientation and firm performance (H2). This finding is also in parallel with 

the findings of Narver & Slater (1990); Baker & Sinkula (1999); Slater & Narver (2000); Singh & Ranchhod (2004); Hamşıoğlu 

(2011); Asikhia (2011); Jaiyeoba & Amanze (2014). In the case of hotel businesses, studies of Sandvik & Sandvik (2003); Qu & 

Ennew (2003); Karamustafa, Güllü, Acar, & Ulama (2010) confirm this finding, too.  

Another finding of the study is that there is a direct positive relationship between internal marketing and firm performance 

(H3). Saad, Ahmed, & Rafiq (2002), Türköz (2006), and Hwang & Chi (2005) reported similar results.  

In addition, market orientation has a partial mediating role in the relationship between internal marketing and firm 

performance (H4). Thus, there are significant interrelations among internal marketing, market orientation, and firm performance in 

hotel businesses. 

The findings of this study indicate that internal marketing is the antecedent of market orientation and this result is very 

important for hotel managers. 

Internal marketing could decrease staff turnover rate which is a common problem in tourism industry. Thus, focusing on 

internal marketing could make a tourism business avoid many potential problems related to staff turnover. Moreover, since internal 

marketing has an impact on market orientation and firm performance, it could give even more advantage to businesses. 

Internal marketing affects employee satisfaction directly and customer satisfaction and firm performance indirectly. In order to 

increase firm performance, managers should first focus on internal marketing because this could decrease employee related problems 

such as employee dissatisfaction, poor performance, and low levels of organizational commitment. Employee reward systems could 

also be useful; however, it is important to ensure this rewarding system does not disrupt team spirit. 

When employees are encouraged to create ideas through internal marketing practices, these ideas could provide some 

advantages to the management. Although these ‘ideas’ could be used in a variety of ways, one of the major benefits to the firm is that 

managers could take the advantage of employees’ sense of empathy to understand the consumers better. Especially customer-contact 

employees’ ideas could be of great use in that sense. 

Data used in this study were collected through questionnaires applied to managers and department supervisors of 3, 4, and 5-

star hotels in Nevsehir face to face from June through August 2016. The major limitation of this study is that the change in the 

impacts of internal marketing and market orientation on firm performance is not tracked over time. Thus, the interpretation of the 

results is limited considering the data were collected in a limited time and region. However, similar results with other studies are also 

considered and interpreted to compensate this limitation. Future research could be conducted by collecting data throughout a longer 
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period in order to discover the change over time. Similar studies in different regions could also contribute to the literature. 
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