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ABSTRACT 

The notion of value creation has emerged through what is known as service-dominant 

logic. This ideology clearly identifies a multiple stakeholder approach to value creation 

with various actors, or resource integrators within the value creation process (Vargo & 

Lusch, 2004). Through application of service dominant logic in the context of the firm, 

key resource integrators and subsequent value beneficiaries, within the value creation 

process, are the firm and its customers (Vargo & Lusch, 2008). Nevertheless, it is 

important to acknowledge that there are two different customer groups operating within 

the firm’s value creation space; that is, external customers and internal customers (i.e., 

employees). External customers have received a considerable amount of research 

attention with respect to value creation (e.g., France et al., 2015; Yi & Gong, 2013), but 

very little is known about the processes that lead internal customers to benefit from the 

value creation process. On this basis, this study addresses this paucity in the value 

creation literature by investigating the mechanisms facilitating value creation for the 

internal customer, which subsequently results in the proposal of the Model of Value 

Creation: An Internal Customer Perspective. 

Conceptualisation and subsequent development of the Model of Value Creation: An 

Internal Customer Perspective is based on a comprehensive review of extant literature. 

For instance, Sweeney and Soutar’s (2001) PERVAL framework provides a basis for 

understanding perceived value in the internal customer domain; namely, Internal 

Customer Perceived Value, comprising four dimensions (i.e., monetary, functional, 

emotional and social value). To understand the value stimuli, or sources of value 

operating within the firm’s internal environment influencing Internal Customer 

Perceived Value, this study draws on structuration theory and social exchange theory. 

In particular, structuration theory (Giddens, 1984) informs the socio-structural elements 

(i.e., material resources, resources of authority, procedural rules and moral rules) and 

social exchange theory (Homans, 1958) reinforces the social exchange elements (i.e., 

internal-internal stakeholder exchanges and internal-external stakeholder exchanges), 

which act as sources of value for the internal customer. Moreover, Herzberg et al.’s 

(1959) and Wolf’s (1970) theories of need fulfilment provide the foundations to 

understand the internal customer’s meaningful response to value stimuli, which is 

instrumental in influencing Internal Customer Perceived Value. Finally, Helkkula et al.’s 

(2012) VALEX model is used to consider the manner in which temporal influences 

(represented by tenure and employment status) are likely to produce differential effects 

in this model. 
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Following a sequential research planning process, data were collected from internal 

customers via an online, self-administered survey instrument. In total, 618 completed 

surveys provided the basis for empirical analysis. Through application of Partial Least 

Squares, relationships proposed in the Model of Value Creation: An Internal Customer 

Perspective were assessed. Results show empirical support for some relationships in 

this model. Specifically, the findings indicate that the internal customer derives more 

value from material resources, moral rules and internal-internal stakeholder exchanges 

than resources of authority, procedural rules and internal-external stakeholder 

exchanges. In addition, differential effects were found in relation to employment status 

(part-time versus full-time employees), but not on the basis of tenure (i.e., length of 

employment). 

The findings of this research provide significant value to both practitioners and 

academics alike. From a practical perspective, this research provides astute managers 

with the foundations for enhanced individual and organisational performance through 

due consideration being given to the impact that the firm’s social-structural and social-

exchange elements have on its internal participants. From a theoretical perspective, 

this study is the first of its kind to conceptualise and operationalise the multi-

dimensional construct, Internal Customer Perceived Value, and to test antecedent 

relationships from a value-in-social context perspective. As a result, this research 

provides a solid platform for future research investigation in this important field.  
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1.0.  INTRODUCTION       

“Involving customers is not enough. For a network to be productive, all 
stakeholders need to feel they get value in exchange.” 

    (Gummesson, Kuusela & Närvänen, 2014, p. 237) 

1.1.  BACKGROUND  

Service-dominant logic (S-D logic) (Lusch & Vargo, 2006; 2014; Vargo, 2009; Vargo & 

Lusch, 2004; 2008; 2016) notably depicts a shift in marketing theory. This school of 

thought proposes that exchange, once focused on tangible products and transactions 

(i.e., goods-dominant logic), has evolved to a dominant logic, based around services 

where “intangibility, exchange processes and relationships are central” (Vargo & 

Lusch, 2004, p. 4). In turn, goods are viewed as a means of distribution for services 

and, thus, emphasis is placed on the value co-created between firms and customers 

through service offerings. Key to co-creation, or customer value, is the effective 

integration of the firm’s operand (i.e., materials, systems and process) and operant 

(i.e., human skills, knowledge and capabilities) resources. Thus, internal customers 

(i.e., employees), who are the gatekeepers of the firm’s operant resources, play a 

central role in achieving and sustaining strategic benefit (Vargo & Lusch, 2016).  

Since conceptualisation of S-D logic, substantial research interest has contributed to a 

thorough understanding of the service exchange and co-creation of value (e.g., 

Grönroos & Voima, 2013; Ind & Coates, 2013; Vargo & Lusch, 2011). Specifically, 

through application of S-D logic and social construction theories, Edvardsson, Tronvoll 

and Gruber (2011) contend that social forces influence the service exchange and co-

creation of value. They argue that actors, in the service exchange, assume distinct 

social roles and positions and, as a result, value is co-created as the actors interact 

within social structures.  

Service exchange actors include providers and beneficiaries, otherwise referred to as 

resource integrators. According to S-D logic, value is co-created between resource 

integrators through the interaction and application of resources and competencies 

(Edvardsson et al., 2011; Vargo, Maglio & Akaka, 2008). Such resources and 

competencies are exemplified by the knowledge and skills of resource integrators (e.g., 

the firm and customers), of which internal customers (on behalf of the firm) may play a 

key role in resolving problems and satisfying the needs and wants of external 

customers (Vargo & Lusch, 2004).  
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In accordance with S-D logic research, scholars (e.g., Edvardsson et al., 2011; 

Gummesson, 2008; Lusch & Vargo, 2014; Vargo & Lusch, 2004) suggest that 

individual needs have a significant influence on the service exchange and value 

creation process; however, research in this area has largely focused on the needs and 

wants of external customers (e.g., Strandvik, Holmlund & Edvardsson, 2012; Tuli, Kohli 

& Bharadwaj, 2007). Nevertheless, several academics (e.g., Gummesson, 2008; Gyrd-

Jones & Kornum, 2013; Lusch & Vargo, 2014; Lusch, Vargo & O’Brien, 2007) have 

urged firms to explore new means of creating and developing value for all 

stakeholders. For instance, Gummesson (2008) suggests all stakeholders have the 

right to have their needs and wants satisfied, and reiterates, “Involving customers is not 

enough. For a network to be productive, all stakeholders need to feel they get value in 

exchange” (Gummesson et al., 2014, p. 237). Furthermore, Lusch and Vargo (2014), in 

postulating the implications of S-D logic, argue that: 

… co-created value suggests that the aim of the enterprise is not to produce 

and deliver value to customers, but rather to enable customers, and other 

stakeholders, to integrate resources and co-create value for themselves and 

others, based on individual needs and perceptions of value. (p. 189)  

One important stakeholder group that has received very little research attention, in 

respect to the value creation process, are internal customers. In this thesis, internal 

customers are also referred to as the individual (or individuals), and defined as 

individuals who act on behalf of the firm, (such as board members, executives, 

managers, and employees), and who directly benefit (through financial and socio-

psychological value) from their contributions to the firm’s value creation process. 

Historically, marketers have concerned themselves with satisfying the needs and wants 

of external customers, with little regard being given to those of internal customers. This 

is surprising, given that, as early as 1994, Heskett and Schlesinger proposed the 

service profit chain, which clearly establishes the important link between the 

satisfaction of internal customers and the satisfaction of external customers. While 

several researchers (e.g., Brown & Peterson, 1993; Judge, Piccolo, Podsakoff, Shaw & 

Rich, 2010; Seibert, Wang & Courtright, 2011) have examined the antecedents of 

internal customer satisfaction, predominantly such investigations have focused on the 

fulfilment of economic needs such as pay level (Judge et al., 2010) and psychological 

needs like empowerment (Seibert et al., 2011). As a result, little insight into the value 

creation process of internal customers has been gleaned. This represents a significant 

oversight, given the vital role that internal customers play in creating value for the firm 
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(Berry 1995; Day & Wensley, 1988; George, 1977). Accordingly, a significant gap in 

the literature is identified. 

1.2.  RESEARCH OBJECTIVE AND QUESTIONS 

The previous discussion provides a brief overview of the value creation and internal 

marketing literatures. In doing so, the need to understand value creation from the 

internal customer perspective is highlighted. Accordingly, the following research 

objective frames the research reported within this thesis.  

To understand the mechanisms upon which internal customers 
derive value within the dynamics of the value creation process. 

A crucial goal of this study is to enhance knowledge, by understanding the 

mechanisms that enable value creation for internal customers. Fundamentally, it is 

suggested that important sources of value for internal customers reside within the 

firm’s socio-structural environment and subsequent social exchanges. On this basis, 

the following four research questions underpin the research objective of this study. 

RQ1: What is the dimensional nature of perceived value for internal customers? 

RQ2: What are the sources of value (within the firm’s environment) that 

influence the value creation process of internal customers? 

RQ3: In what manner are internal customers influenced by sources of value in 

their value creation process?  

RQ4: What are the mechanisms that facilitate the relationship between the 

sources of value and the perceived value of internal customers?  

To address these research questions, examination of the perceived value literature is 

one key focus of Chapter Two. In this literature, attention is directed to Sweeney and 

Soutar’s (2001) PERVAL model. Although drawn from the external customer literature, 

this model provides a solid theoretical foundation for the conceptualisation (and 

subsequent empirical validation) of the multi-dimensional construct, internal customer 

perceived value (ICPV). However, to understand the antecedent relationships to ICPV, 

this thesis draws on structuration theory and social exchange theory to frame the 

research (refer Chapter Three). Accordingly, these literatures and frameworks provide 

the theoretical underpinnings for the Model of Value Creation: An Internal Customer 

Perspective, shown in Figure 1.1, and developed in Chapter Three. 
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The Model of Value Creation: An Internal Customer Perspective, firstly proposes that 

the value stimuli, or sources of value operating within the firm’s internal environment, 

are categorised by socio-structural elements and social exchange elements. The socio-

structural elements comprise four value sources (i.e., material resources, resources of 

authority, procedural rules and moral rules), and the social exchange elements are 

characterised by two value sources (i.e., internal-internal stakeholder exchanges and 

internal-external stakeholder exchanges). Importantly, as shown in Figure 1.1, it is the 

internal customer’s need gratification that signals a meaningful response to the value 

stimuli, and is instrumental in influencing the individual’s perceptions of value (i.e., 

internal customer perceived value). Finally, the model also proposes that temporal 

influences, represented by tenure and/or employment status may produce differential 

effects. 

Figure 1.1: Model of Value Creation: An Internal Customer Perspective. 

 

 

 

The subsequent discussion summarises the primary findings in relation to this study’s 

research questions. 
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RQ1. Having identified that perceived value is commonly understood through four 

dimensions in the external customer domain, the same multi-dimensional approach 

was adapted to this study. Accordingly, the results of this study empirically support the 

dimensional nature of internal customer perceived value (ICPV) to be represented by 

monetary value (compensation), functional value (task-related), emotional value 

(intrinsic rewards) and social value (relational), albeit redefined in the context of ICPV. 

RQ2. Under the premise that the internal customer’s need gratification derived from the 

value stimuli impacts ICPV, H1a, H2a, H3a, H4a, H5a and H6a proposed that 

relationships exist between the constructs. Specifically, it was hypothesised that the 

need gratification derived from the material resources (H1a); and resources of authority 

(H2a), procedural rules (H3a), moral rules (H4a), internal-internal stakeholder 

exchanges (H5a) and internal-external stakeholder exchanges (H6a) would have a 

significant positive effect on ICPV.  

H1a, H4a and H5a are supported, while H2a, H3a and H6a are not supported. 

RQ3. To determine the manner in which internal customers are influenced by the value 

stimuli, H1b, H2b, H3b, H4b, H5b and H6b proposed that there would be differential 

effects on ICPV. For example, H1b proposed that material resources would have more 

impact on monetary value (compensation) and functional value (task-related) than 

other individual dimensions of ICPV, while resources of authority (H2b) and procedural 

rules (H3b) were hypothesised to only have more influence on functional value (task-

related). Moreover, moral rules (H4b) and internal-external stakeholder exchanges 

(H6b) were proposed to have the most impact on emotional value (intrinsic rewards), 

and finally, it was hypothesised that internal-internal stakeholder exchanges would 

have more effect on functional value (task-related), social value (relational) and 

emotional value (intrinsic rewards) than monetary value (compensation) (H5b).  

H5b and H6b are supported, whereas H1b and H4b are partially supported, and the 

remaining hypotheses (i.e., H2b and H3b) are not supported. 

RQ4. Finally, temporal influences, represented by tenure (H7a) and employment status 

(H7b), were proposed as possible moderators of the relationships between the value 

stimuli and ICPV. 

 H7b is partially supported and H7a is not supported. 
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1.3.  DEFINITIONS OF KEY TERMS 

To establish an understanding of the Model of Value Creation: An Internal Customer 

Perspective, Table 1.1 defines each construct. As the terms perceived value, need 

gratification and temporal influences are commonly used in an array of literatures, the 

following definitions have been adapted from various sources to fit this investigation. 

For instance, the definition of internal customer perceived value (ICPV) has been 

adapted from Sweeney and Soutar (2001), while need gratification is derived from two 

theories of need fulfilment, namely Herzberg, Mausner and Snyderman’s (1959) two-

factor theory and Wolf’s (1970) need gratification theory. In relation to temporal 

influences, the definition in this study has been adapted from Helkkula, Kelleher and 

Pihlström (2012), whereas the value stimuli term is unique to this research and, 

therefore defined in Table 1.1. 

Table 1.1: Model of Value Creation: An Internal Customer Perspective: Key 
Construct Definitions 

 
Construct Definition 
Internal Customer 
Perceived Value (ICPV) 

The total utility derived from the assessment of monetary value (compensation), 
functional value (task-related), emotional value (intrinsic rewards) and social value 
(relational). 
 

Value Stimuli 
 
 
 
 
 
 

The firm’s socio-structural and social exchange elements, which provide sources of 
value for the internal customer.  
 
Socio-structural elements comprising four underlying dimensions, namely material 
resources, resources of authority, procedural rules and moral rules. 
 
Social exchange elements comprising two constructs, internal-internal stakeholder 
exchanges and internal-external stakeholder exchanges. 

 
Need Gratification 
 

 
The internal customer’s positive/negative response to the value stimuli (expressed 
as job satisfaction and/or job-related motivation) within the value co-creation 
process. 
 

Temporal Influences The influence of time on the internal customer’s assessment of value, expressed 
through tenure and/or employment status. 

  
Source: Adapted from Helkkula et al. (2012); Herzberg et al. (1959); Wolf (1970); Sweeney and Soutar (2001). 

 

1.4.  JUSTIFICATION AND IMPORTANCE OF THIS STUDY 

Contemporary marketing thought espouses the benefits of understanding 

organisational performance, not as a consequence of discrete marketing exchanges, 

but as the outcome of resource integration involving all the firm’s stakeholders, who 

reciprocally become value beneficiaries (Edvardsson et al., 2011; Vargo et al., 2008). 

Heralded as the lifeblood of the sustainability of organisational competitive advantage, 

understanding the firm’s value co-creation process is highlighted as a crucial area of 
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research (Payne, Storbacka & Frow, 2008; Vargo & Lusch, 2004). On this basis, the 

importance of the study, reported herein, cannot be overstated. 

Scope for research in this important area has few boundaries given that the process of 

value co-creation involves multiple stakeholders who, individually, construct differential 

social realities, which are phenomenologically established (Edvardsson et al., 2011). A 

strong focus, from the external customer’s perspective of value co-creation, has 

received considerable attention in the literature (e.g., France, Merrilees & Miller, 2015; 

Vargo & Lusch, 2004; Yi & Gong, 2013), which exemplifies a “flow on effect” of the 

traditional marketing stance centred primarily around the needs and wants of external 

customers. However, to truly embrace contemporary marketing thought requires due 

recognition be given to multiple perspectives as the term value co-creation implies. A 

logical starting point is characterised by the acknowledgement that the firm has two 

distinct customer groups (i.e., internal customers and external customers) (Heskett & 

Schlesinger, 1994) at the co-creation interface. However, in contrast to external 

customer perceived value, very little is known about the derivation of value (and its 

underlying dynamics) from the internal customer perspective. This represents a 

significant oversight given the vital role internal customers play as resource integrators 

and, subsequently, value beneficiaries, within the value co-creation process. On this 

basis, this research is well justified and distinguished from current published work.  

Given the dearth of research in this area, the outcomes of the research, reported 

herein are substantial in both theoretical and practical terms, thus holding relevance for 

academics and practitioners alike. From a theoretical perspective, this study is the first 

to conceptualise and empirically validate the multi-dimensional construct of internal 

customer perceived value (ICPV). Accordingly, ICPV, as offered, defined and 

operationalised in this study provides a sizeable contribution to the literature and, 

moreover, establishes a solid foundation for future research investigation. From a 

practical perspective, understanding the key role of socio-structural design in 

facilitating social interaction at the value co-creation interface, supports new “food for 

thought” for astute managers in support of improved individual and organisational 

performance. Together, the theoretical and practical contributions of this research 

authenticate its significant worth. For clarification, the rationale for this research and its 

associated outcomes are graphically depicted in Figure 1.2. 
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Figure 1.2: Importance, Justification and Contributions of the Study 

 

1.5.  RESEARCH METHOD 

The research methodology utilised for this study is based on the development of a 

survey questionnaire facilitating the measurement of internal customers’ perceptions 

and opinions of value creation within their current employing firm. This data collection 

technique was selected based on its applicability to test the hypothesised relationships 

in this study’s model. Moreover, surveys are commonly adopted in internal marketing 

research (e.g., Conduit & Mavondo, 2001; Gilbert, 2000; Grace, King & Lo Iacono, 

2017; Jun & Cai, 2010; Leo & Russell-Bennett, 2014), which reaffirms the 

appropriateness of this technique. 

The development of the survey adhered to a sequential three-phase process. Initially, 

having conducted a comprehensive literature review and a series of semi-structured 

interviews, an initial pool of 100 items was generated to measure each construct in this 

study. The next stage of survey development involved engaging an expert panel to 

assist with item refinement. Finally, pilot testing of the instrument was undertaken, 

which resulted in the deletion of 20 items. 

Having ensured that the instrument measures were psychometrically sound, data were 

collected through an online self-administered survey approach. A third-party market 

research agency facilitated data collection through respondents subscribed to 
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Amazon’s Mechanical Turk (i.e., MTurk). This process provided a total of 618 usable 

surveys. Data analysis was conducted through Partial Least Squares (PLS-SEM) and 

followed the systematic procedure for application, advocated by Hair, Hult, Ringle and 

Sarstedt (2017). 

1.6.  THESIS OUTLINE 

In developing this thesis, the general standards of doctoral dissertations were 

considered. Specifically, guidance was sought from the work of Perry (1998) who, 

while supporting a five-chapter approach, recognises that a six- or seven-chapter 

structure is also acceptable. On this basis, a six-chapter structure was deemed 

appropriate for this dissertation. The ensuing discussion provides a brief synopsis of 

each chapter. 

Chapter One provides an overview of the research contained in this thesis. Primarily, 

this chapter discusses the background into the topic, stipulates the research objective 

and questions, provides justification for the study, acknowledges the methodological 

and analytical approaches adopted, and outlines the delimitations of the study. 

Chapter Two develops the theoretical foundations for this study. Firstly, the value 

creation literature is reviewed, which justifies the research efforts of this study. Having 

established a notable gap in marketing knowledge, the perceived value literature was 

reviewed and theoretical frameworks relevant to this investigation were identified; 

namely, structuration theory and social exchange theory. After reviewing the literatures 

and theoretical frameworks across a broad scope of domains, this chapter concludes 

by proposing four research questions.  

Chapter Three builds upon the conclusions of Chapter Two, and systematically 

develops the conceptual model of this thesis. The process leads to the proposal of the 

Model of Value Creation: An Internal Customer Perspective, which provides the basis 

for hypothesis testing. 

Chapter Four outlines the methodological approach and research planning process 

adopted to gather data for hypothesis testing. More specifically, this chapter presents 

detailed justifications for the research design, sampling and data collection procedures.  

Chapter Five presents the data analysis results. Having stipulated the data screening 

procedure and sample profile, this chapter adheres to the systematic analytical process 

for the application of PLS-SEM, as developed by Hair et al. (2017). In turn, this chapter 
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reports the findings about the relationships hypothesised in the Model of Value 

Creation: An Internal Customer Perspective. 

Chapter Six presents a thorough discussion of the research findings in relation to the 

research questions of this study. As a result, several theoretical and practical 

implications are identified, as well as limitations and directions for future research. 

Finally, appendices and a comprehensive list of references are provided. 

1.7.  DELIMITATIONS 

With a view to determining the boundaries upon which this research was conducted, 

the delimitations of this study require acknowledgement. Firstly, data were collected 

from respondents who were currently employed, but not self-employed. As such, 

application of this study’s findings to entrepreneurs is not recommended. Moreover, 

this research is concerned with determining the perceptions and opinions of the 

internal customer, in contrast to traditional marketing research that is focused on the 

external customer. This being the case, generalisability to other stakeholder groups of 

the firm is not recommended. Finally, as a purposive sampling procedure was utilised 

for data collection, generalisation of results to a greater population should be attempted 

with caution. The delimitations of this research do not suggest that this study is 

insignificant, but rather provides context for considering its findings. 

1.8.  CONCLUSION 

This chapter has laid the foundations for this thesis. Firstly, the research topic was 

introduced through identifying a significant knowledge gap in the value creation 

literature. This discussion led to the articulation of the research objective and 

subsequent research questions. In turn, the Model of Value Creation: An Internal 

Customer Perspective was presented, which is used as a framework for hypothesis 

development and testing. This chapter also detailed the definitions of key terms and 

provided discussion of the justification and importance of this research. Then, the 

research method employed was briefly summarised, followed by an outline of this 

thesis. Finally, an overview of the delimitations of this study was provided. Chapter 

Two reviews the extant literatures relevant to this study, including S-D logic, perceived 

value and the theoretical frameworks of structuration theory and social exchange 

theory.  
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2.0.  LITERATURE REVIEW 

“Competitive advantage is primarily created through operant resources… 
because knowledge and skills operate on resources to solve problems, fulfil 
needs, and produce a favourable customer experience.”  

(Edvardsson et al., 2011, p. 329) 

2.1.  INTRODUCTION 

Customer perceived value is widely acknowledged as being a key factor in producing 

positive organisational performance outcomes (e.g., competitive advantage, customer 

satisfaction and profitability) (Parasuraman, 1997; Ravald & Grönroos, 1996; Woodruff, 

1997). Therefore, the study of customer perceived value has come to the forefront of 

scholarly and practitioner interest with particular attention being given to the service-

dominant logic, which underpins the notion of value co-creation. In doing so, the 

service-dominant logic clearly identifies the multiple stakeholder approach to value 

creation with various parties acting as resource integrators within the value creation 

process (Vargo & Lusch, 2004; 2008). The focus of this thesis is centred upon value 

creation from an internal customer’s perspective, the justification of which is outlined 

throughout this chapter. 

The first section of this chapter draws on the value creation (and co-creation) literature 

through service-dominant logic. This exploration serves to identify the research gap 

that frames the research objective of study. With a view to addressing this objective, 

several theoretical frameworks are explored. Firstly, the perceived value literature is 

examined with particular attention being given to the PERVAL (Sweeney & Soutar, 

2001) and VALEX (Helkkula et al., 2012) frameworks, which may inform the multi-

dimensional conceptualisation of internal customer perceived value (ICPV). Then, 

structuration theory and social exchange theory are examined to glean an 

understanding of the environment within which the individual derives and perceives 

value. In doing so, the research questions of this study emerge to inform the 

hypotheses development in the following chapter. To set the scene for this important 

area of investigation, firstly, the service-dominant logic is discussed. 

2.2.  SERVICE-DOMINANT LOGIC 

The notion of value creation (and co-creation) has come to the forefront of academic 

interest through what is known as the service-dominant logic (S-D logic), proposed by 

Vargo and Lusch in 2004. This ideology challenged the traditional view of exchange, 

which regarded value as being embedded in goods, and led to a logic where value is 
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viewed as residing in the service provided by actors (e.g., the firm and customers) 

(Lusch & Vargo, 2014; Vargo & Lusch, 2004; 2016). This logic describes a process of 

resource integration that results in the co-creation of value between the value 

beneficiaries. In relation to resources, Vargo and Lush (2004) make the important 

distinction between operand and operant resources; with operand resources being 

resources that require an act to produce an effect (i.e., tangible resources), and 

operant resources residing within the knowledge and skills of actors (i.e., intangible 

resources) (Vargo & Lusch, 2004). As such, in the context of the firm, the key resource 

integrators and subsequent value beneficiaries, within the value co-creation process, 

are the firm and its customers (Edvardsson et al., 2011; Vargo & Lusch 2004). 

Although at this micro-level view of S-D logic where key actors include the firm and its 

customers, it is important to acknowledge that there are two fundamentally different 

types of customer groups that operate within the firm’s value space; that is, the 

external customer and the internal customer. The external customer has traditionally 

received a considerable amount of research attention with studies focusing on such 

issues as customer satisfaction (e.g., Fornell, 1992; Griffin, Gleason, Preiss & 

Shevenaugh, 2012; Rust & Zahorik, 1993), buyer motivation (e.g., Mattila, 1999; 

Nwankwo, Hamelin and Khaled, 2014; Sirgy, 1985), consumer attitudes (e.g., Bolton & 

Drew, 1991; Dietz, Pugh & Wiley, 2004) and behavioural intentions (Grace & O’Cass, 

2002). However, to understand the dynamics implied by S-D logic, it is important to 

comprehend how value is co-created and perceived by the beneficiaries.  

For the external customer, the notion of perceived value is well documented with many 

models (e.g., PERVAL, VALEX, and others) offering conceptual, operational and 

empirical insight into this important area (e.g., Helkkula et al., 2012; Petrick, 2002; 

Smith & Colgate, 2007; Sweeney & Soutar, 2001). However, in the case of internal 

customers, who are defined here as individuals who act on behalf of the firm, (such as, 

board members, executives, managers, and employees), and who directly benefit 

(through financial and socio-psychological value) from their contributions to the firm’s 

value creation process, very little is known about the processes that lead them to 

benefit from the value co-creation process. This is surprising, given that this important 

stakeholder group plays a key role within the value co-creation process serving as the 

gatekeepers of the firm’s operant resources. On this basis, a fundamental research 

gap is identified. 
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2.2.1.  Research Gap 

In 1960, Keith published “The Marketing Revolution” in the Journal of Marketing, 

wherein he contended, “the consumer … is the absolute dead centre of the business 

universe. Companies revolve around the customer, not the other way around” (Keith, 

1960, p. 35). In the same year, Levitt (1960) argued that a lack of customer focus is to 

blame for short-lived growth. These papers, amongst others (e.g., Bell & Emory, 1971; 

Felton, 1959; Kotler & Levy, 1969) brought significant attention to the firm’s customers 

and thus, spurred a plethora of consumer research in the marketing domain. For 

instance, the 1960s and ’70s, saw customer satisfaction occupy a predominant position 

in marketing thought and practice (e.g., Anderson, 1973; Cardozo, 1965; Pfaff, 1977). 

This era of thinking also sparked significant discussion and debate of the marketing 

concept (e.g., Bell & Emory, 1971; Dawson, 1969; Felton, 1959; McNamara, 1972); a 

philosophy focused on identifying customer needs and wants and making strategic 

decisions to satisfy these needs and wants (Felton, 1959).  

Given strong academic interest in the marketing concept, the next generation of 

marketing research strongly focused on the relationships surrounding customer 

satisfaction. To illustrate, this era established antecedents to customer satisfaction to 

include expectations (e.g., Anderson & Sullivan, 1993; Szymanski & Henard, 2001), 

service quality (e.g., Grönroos, 1984; 1988; Parasuraman, Zeithaml & Berry, 1985) and 

customer-orientation (e.g., Dickinson, Herbst & O’Shaughnessy, 1986; Michaels & 

Day, 1985; Saxe & Weitz, 1982). Throughout this period, empirical research supported 

purchase intentions (Cronin & Taylor, 1992), customer commitment, retention (Hennig-

Thurau, 2004) and market share (Rust & Zahorik, 1993) as significant customer 

satisfaction outcomes and, in doing so, customer satisfaction was established as a 

reliable and valid indicator of future profitability (Anderson, Fornell & Lehmann, 1994; 

Kotler, 1991) and competitive advantage (Muller, 1991). 

While customer satisfaction focuses on the affective states generated in response to a 

product (or service), (Woodruff, 1997) perceived value as a customer’s “overall 

assessment of the utility of a product (or service) based on perceptions of what is 

received and what is given” (Zeithaml, 1988, p. 14). Although the satisfaction and 

perceived value constructs are similar in that both express an assessment of 

judgments, clear distinctions are evident (e.g., Parasuraman, 1997; Sweeney & Soutar, 

2001; Woodruff, 1997). For instance, as customer satisfaction is derived in response to 

a product, it only occurs during or post-product use, whereas value perceptions are 

overall product/brand assessments that may form throughout various stages of the 
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purchase process (i.e., even prior to purchase) (Edvardsson et al., 2011; Sweeney & 

Soutar, 2001). This being the case, value perceptions may be generated without 

product (or service) usage, whereas satisfaction requires product (or service) purchase 

or usage to occur (Sweeney & Soutar, 2001; Woodruff, 1997). Another point of 

departure between satisfaction and perceived value is that satisfaction is viewed as 

being one dimensional, usually on a hedonic continuum between dissatisfaction and 

satisfaction (Westbrook & Oliver, 1991). On the other hand, perceived value is multi-

faceted with dimensions being of a functional, economic, emotional and social nature 

(e.g., Sheth, Newman & Gross, 1991; Sweeney & Soutar, 2001). On this basis, the 

study of consumer perceived value has been proven to provide much richer insight in 

relation to customer behaviours and subsequent marketing performance (e.g., Gallarza 

& Saura, 2006; Kuo, Wu & Deng, 2009; Yang & Peterson, 2004). 

From an internal marketing perspective, early management and human resources 

literature focused on employee job-related psychological constructs, such as attitudes 

(e.g., Herzberg, Mausner, Peterson & Capwell, 1957; Salancik & Pfeffer, 1978; Staw & 

Ross, 1985), satisfaction (e.g., Ewen, 1964; Herzberg et al., 1959; Locke, 1969), 

motivation (e.g., Herzberg et al., 1959; Locke, 1968), involvement (e.g., Lawler & Hall, 

1970; Lodahl & Kejnar, 1965; Weissenberg & Gruenfeld, 1968) and behavioural 

constructs including organisational commitment (e.g., Buchanan, 1974; Coopey & 

Hartley, 1991; Yavas, Luqmani & Quraeshi, 1990), staff turnover (e.g., Block, Yuker, 

Campbell, & Melvin, 1964; Fournet, Distefano & Pryer, 1966), absenteeism (e.g., Blau 

& Boal, 1987; Porter & Steers, 1973; Somers, 1995) and, to a lesser extent, enhanced 

performance outcomes (e.g., Fournet et al., 1966; Herzberg et al., 1957).  

In the marketing literature of this period, discussion of the role of employees in 

facilitating exchanges with consumers commenced. As early as 1972, Kotler urged 

management to market to their employees to impact transactions with the consuming 

public. Soon after, Berry, Hensel and Burke (1976) suggested organisational capability 

could be achieved through marketing to employees and, George (1977), furthered this 

line of thought, proposing that satisfied employees resulted in satisfied customers. As a 

result, there was a strong shift towards thinking of employees as “customers” who 

facilitate the creation of value and who, in doing so, play an integral role in creating 

competitive advantage. On this basis, the domain of internal marketing was born, 

whereby employees were defined as “as internal customers, and jobs as internal 

products that satisfy the needs and wants of these internal customers” (Berry, 1984, p. 

272).  
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Since then, the internal marketing literature has grown significantly (e.g., Foreman & 

Money, 1995; George, 1990; Greene, Walls & Schrest, 1994; Gummesson, 1987; 

Rafiq & Ahmed, 1993). For instance, Day and Wensley (1988) have drawn connections 

between internal capabilities and competitive advantage, finding that superior skills and 

resources lead to customer satisfaction, loyalty, profitability and competitive advantage. 

Moreover, the service-profit chain, (commonly cited in the internal and services 

marketing literature) established relationships between internal service quality and 

performance outcomes (Heskett & Schlesinger, 1994). More recently, the notion of 

employee-based brand equity has emerged (King & Grace, 2008; 2010: Xiong, King & 

Piehler, 2013), which links internal customer attitudes and involvement to positive 

brand-related behaviours (King & Grace, 2008; 2010). Although a great deal of internal 

marketing literature has emerged over the last 20 years, there is still considerable 

scope for development. For example, as previously discussed, one area that has been 

fruitful in developing knowledge of (external) customer behaviour is perceived value. 

Therefore, the study of perceived value, in the internal marketing domain, could well 

prove to be of considerable worth to both researchers and practitioners. 

As the tenth foundational premise of the S-D logic states, “value is always uniquely and 

phenomenologically determined by the beneficiary” (Vargo & Lusch, 2008, p. 7), it is 

important that an understanding of value is established from different perspectives. As 

previously discussed, there are two distinct customer groups operating within the firm’s 

value space (i.e., the external customer and internal customer). Although the marketing 

literature has traditionally focused on perceived value from the external customer 

perspective, the internal customer has largely been overlooked. This significant 

oversight in the internal marketing literature is surprising given the important role that 

these individuals play as the gatekeepers of the firm’s operant resources. In 

addressing this research gap, the key focus of this study is to determine the dynamics 

of value creation from the internal customers perspective and, hence, the research 

objective of this thesis is: 

To understand the mechanisms upon which internal customers 
derive value within the dynamics of the value creation process. 

To address this research objective, it is firstly important to review the perceived value 

literature. Although this literature centres on the external customer, an understanding 

of external customer perceived value may well inform this investigation of internal 

customer perceived value. As such, the subsequent discussion draws upon the 

perceived value literature.  
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2.3.  PERCEIVED VALUE 

The definition of perceived value is one most frequently debated in the marketing 

literatures (Carù & Cova, 2003; Sánchez-Fernández & Iniesta-Bonillo, 2007). 

Specifically, the notion of “value” has shifted from a cognitive assessment associated 

with benefits and sacrifices to a holistic multi-dimensional view associated with all 

aspects of the customer experience (Grönroos & Voima, 2013; Heinonen, 2004; 

Sandström, Edvardsson, Kristensson & Magnusson, 2008). For instance, as previously 

discussed in Section 2.2.1, Zeithaml (1988, p. 14) once suggested perceived value is a 

uni-dimensional construct based upon the perceptions of “what is received and what is 

given” (i.e., a comparison of a product’s or service’s ‘get’ and ‘give’ components). Other 

scholars contend perceived value is the trade-off between price and quality (i.e., the 

value for money conceptualisation) (e.g., Cravens, Holland, Lamb & Moncrief, 1988; 

Monroe, 1990). However, these views have been criticised for being too simplistic 

(e.g., Bolton & Drew, 1991) and, therefore, researchers such as Sheth et al. (1991) and 

others have undertaken more in-depth examinations of the perceived value construct.  

As early as 1991, Sheth et al. argued that utilitarian and hedonic components of value 

influenced customer choice. On this basis, they proposed that perceived value should 

be viewed from a multi-dimensional perspective covering such dimensions as 

functional, conditional, social, emotional and epistemic. In their study, these scholars 

found functional value (i.e., performance of a product) to be a key influence on 

customer choice, with other dimensions also playing a role, depending on the context 

(or situation). In particular, with respect to the decision to smoke, emotional value 

dominated consumer choice; however, functional value and social value were more 

prevailing in the context of filtered or unfiltered cigarette usage.  

Nevertheless, Sheth et al. (1991) are not the only scholars to embrace a multi-

dimensional approach to perceived value. Indeed, numerous publications adopt a 

multi-dimensional framework (see e.g., Carlson, Rosenberger & Rahman, 2015; 

Gouaris, Tzempelikos & Chatzipangagiotou, 2009; Holbrook, 1999; Koller, Floh & 

Zauner, 2011; Lapierre, 2000; Smith & Colgate, 2007; Sweeney & Soutar, 2001). The 

clear majority of these approaches tend to be categorised by specific contexts, for 

example, business-to-business (Lapierre, 2000), Internet shopping (Mathwick, 

Malhotra & Rigdon, 2001), hospitals (Chahal & Kumari, 2012) and Facebook usage 

(Lee, Yen, David & Hsiao, 2014). The number of value dimensions within these 

contexts varies, with some cases exceeding a dozen dimensions (e.g., Lapierre, 2000). 

Furthermore, the nature of value dimensions also differs, although common factors are 
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cited as monetary, social, emotional or performance/quality value (e.g., Carlson et al., 

2015; Gouaris et al., 2007; Koller et al., 2011; Mathwick et al., 2001; Sanchez, 

Callarisa, Rodriguez & Moliner, 2006). 

The remaining multi-dimensional approaches portray perceived value more broadly, 

and thus are more generalisable (e.g., Heard, 1993; Holbrook, 1999; Smith & Colgate, 

2007; Sweeney & Soutar, 2001; Woodall, 2003). To illustrate, Heard (1993) 

conceptualised customer value in terms of product characteristics, orders and 

transaction experiences. Holbrook (1999) also applied a three-dimensional approach to 

customer perceived value. In his book, Holbrook (1999) proposed that consideration of 

perceived value must be made in terms of the source of motivation behind a value 

assessment, the orientation of the value assessment and the nature of the value 

assessment. Notwithstanding these significant advancements in the perceived value 

literature, these approaches only capture value as an experience and, consequently, 

value perceptions are only evaluated post-use. As previously established in Section 

2.2.1, satisfaction is an assessment made post-use, whereas value perceptions can 

form throughout various stages of the purchase process, even prior to purchase. On 

this basis, the approaches of Heard (1993) and Holbrook (1999) do not fully distinguish 

between satisfaction and perceived value and, therefore, an understanding of other 

multi-dimensional frameworks of perceived value is warranted. 

Woodall (2003) proposes five primary forms of value for the customer (VC)— net VC 

(balance of benefits and sacrifices), derived VC (use/experiences outcomes), 

marketing VC (perceived product attributes), sale VC (monetary value), and rational 

VC (comparison of benefits and sacrifices). This approach to perceived value is by far 

the most comprehensive in the literature; however, considerable overlap is evident 

across dimensions, in that identical benefits appear in multiple forms of customer value 

(Smith & Colgate, 2007). In contrast, Smith and Colgate (2007) proposed a robust 

multi-dimensional framework where dimensions were more mutually exclusive. These 

scholars conceptualised perceived value to comprise four distinct dimensions 

including, functional/instrumental value (i.e., extent to which the product performs 

desired functions), experiential/hedonic value (i.e., extent to which the product 

generates affective states), symbolic/expressive value (i.e., extent to which the product 

appeals to consumer’s self-concept and self-worth), and cost/sacrifice value (i.e., 

monetary costs). Although, significant in the perceived value literature, these 

dimensions are closely aligned to the empirically tested multi-dimensional approach by 

Sweeney and Soutar (2001), PERVAL. Henceforth, as Smith and Colgate’s (2007) 
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approach is not empirically established, an exploration of Sweeney and Soutar’s (2001) 

PERVAL, which has been significantly tested, (e.g., Grace & Weaven, 2011; Sanchez 

et al., 2006; Wang, Po Lo, Chi & Yang, 2004) is more pertinent.  

2.3.1.  PERVAL (Sweeney & Soutar, 2001) 

The work of Sheth et al. (1991) provided a solid foundation for the development of 

PERVAL. As previously mentioned, Sheth et al. (1991) viewed perceived value as 

comprising five dimensions, functional, conditional, social, emotional and epistemic. 

However, Sweeney and Soutar (2001) argue that functional value consists of two 

separate attributes, price and quality, and thus underwent a thorough scale 

development process based on six dimensions, functional (price/value for money), 

functional (performance/quality), conditional, social, emotional and epistemic value. 

During this process, conditional and epistemic value were deemed irrelevant and were 

eliminated from further investigation. With this modification, Sweeney and Soutar 

(2001) proposed a reliable and valid multi-dimensional framework of perceived value 

(PERVAL), consisting of four distinct dimensions: (1) functional (price/value for money) 

(2) functional (performance/quality) (3) emotional and (4) social value. These 

dimensions provide the basis for the ensuing discussion. 

2.3.1.1.  Functional Value (i.e., price/value for money) 

Functional value (i.e., price/value for money) implies “the utility derived from the 

product due to the reduction of its perceived short-term and longer-term costs” 

(Sweeney & Soutar, 2001, p. 211). Also denoted as monetary value (e.g., Pihlström & 

Brush, 2008), functional value is a cognitive evaluation encompassing various aspects 

of a product or service and its related costs in comparison to alternatives (Grace & 

O’Cass, 2005). External customers may actualise functional value (i.e., price/value for 

money) through the purchase of a product that is perceived as delivering value for 

money or has some price-related benefits. In other words, functional value is derived 

when the benefits of using the goods or services is considered to exceed the monetary 

sacrifice. 

2.3.1.2.  Functional Value (i.e., performance/quality) 

Secondly, functional value (i.e., performance/quality) refers to “the utility derived from 

the perceived quality and expected performance of the product” (Sweeney & Soutar, 

2001, p. 211). Accordingly, this dimension is a rational evaluation directly linked to the 

performance and/or quality of the good or service for which money has been 

exchanged. For example, functional (i.e., performance/quality) value can be derived 
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from the functionality of a mobile phone (Pihlström & Brush, 2008), the fuel-efficient 

performance of a car, the high-speed performance on an Internet provider, a large tax 

return negotiated by an accountant, the whitening power of toothpaste, the fitness level 

achieved through gym usage, or the taste of a meal at a restaurant. 

2.3.1.3.  Emotional Value 

The third dimension, emotional value, is more an affective (rather than 

cognitive) evaluation, and hence refers to “feelings or affective states that a product 

generates” (Sweeney & Soutar, 2001, p. 211). An individual who derives pleasure or 

enjoyment from a product is deemed to have derived emotional value (Sweeney & 

Soutar, 2001). For example, the world’s largest bookstore, Barnes and Noble, provides 

emotional value to the external customer through the integration of in-store cafes into 

their retail environment. As such, the value-added feature of in-store cafes provides a 

comfortable ambiance for the external customer to relax and enjoy their time browsing 

for books (Rintamäki, Kuusela & Mitronen, 2007).  

Sweeney and Soutar (2001) validate the importance of emotional value in relation to a 

consumer’s willingness to buy. Accordingly, they contend that in times of economic 

downturn, rather than focusing on price reductions (i.e., functional value – price/value 

for money), retailers should maintain efforts on other promotional techniques aimed at 

providing emotional value, such as enhancing the ambiance of retail stores, providing 

gifts with purchases and so forth. 

2.3.1.4.  Social Value 

The fourth dimension of PERVAL is that of social value, defined as “the utility derived 

from a product’s ability to enhance social self-concept” (Sweeney & Soutar, 2001, p. 

211). Social acceptance or approval is inferred to provide social value (Sweeney & 

Soutar, 2001). For example, the purchase of a good or service that is viewed by one’s 

peers as being indicative of social status will provide a degree of social value for the 

external customer. Significant interest has been given to such consumer behaviour, 

with the notion of “conspicuous consumption” forming the basis for much research in 

the past (e.g., Grace & Griffin, 2009; Griskevicius et al., 2007; O’Cass & Frost, 2002; 

O’Cass & McEwen, 2004). Furthermore, social value may also be derived from the 

actual shopping experience itself, whereby social approval or acceptance is derived 

through social encounters with shop assistants and other external customers 

(Rintamäki, Kanto, Kuusela & Spence, 2006). 
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Table 2.1: PERVAL Dimensions  

Value Dimension Definition 
Functional Value  
(Price/Value for Money) 

The utility derived from the product due to the reduction of its perceived short-
term and longer-term costs. 
 

Functional Value 
(Performance/Quality) 

The utility derived from the perceived quality and expected performance of the 
product. 
 

Emotional Value The utility derived from the feelings or affective states that a product generates. 
 

Social Value 
(Social Self-Concept) 

The utility derived from a product’s ability to enhance social self-concept. 

  

Source: Sweeney and Soutar (2001), p. 211 
 

The four distinct dimensions of PERVAL presented in Table 2.1 (i.e., functional value – 

price/value for money; functional value – performance/quality; emotional value and 

social value) were developed with the external customer in mind. However, Sweeney 

and Soutar’s (2001) broad approach to perceived value can be applied in contexts 

beyond the external customer. To illustrate, Grace and Weaven (2011) employ 

PERVAL in a franchising context. These scholars argue that PERVAL is an approach, 

which considers the physiological and psychological dimensions of value, necessary to 

capture the complexities of perceived value at an individual level. On this basis, it is 

pertinent to assume that the PERVAL framework can also be appropriately applied in 

the context of the internal customer. 

To apply PERVAL to this investigation, it is important to understand its criticisms. 

Specifically, Helkkula, Pihlström and Kelleher (2009) and Helkkula et al. (2012) argue 

that PERVAL depicts value as a linear process, occurring throughout various stages of 

the purchase process. As such, these scholars, amongst others (e.g., Grönroos, 2008; 

2011; Grönroos & Voima, 2013) contend that customer perceived value is the result of 

an ongoing cyclical experience, present within relationship-based interactions that are 

fundamental to S-D logic. Accordingly, in embracing the S-D logic school of thought, 

Helkkula et al. (2012) characterises value as being derived within the service 

experience, the notion of which is conceptualised in their VALEX model. As such, this 

model and its underlying propositions are further discussed. 

2.3.2.  VALEX (Helkkula et al., 2012) 

Helkkula et al. (2012) use the fundamental principles of S-D logic as the theoretical 

basis upon which their conceptualisation of value is framed. Specifically, these 

scholars apply the 10th foundational premise of S-D logic (i.e., “value is always uniquely 

and phenomenologically determined by the beneficiary”) to assert that the 
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phenomenological nature of value has been overlooked in the perceived value 

literature (Vargo & Lusch, 2008, p. 7). In doing so, Helkkula et al. (2012) propose four 

theoretical propositions that define what they refer to as value in the experience 

(VALEX). 

2.3.2.1.  Proposition One 

The first proposition (i.e., ‘value in the experience is individually intra-subjective and 

socially inter-subjective’) acknowledges that customers make sense of the world 

through individual and collective social engagement. Therefore, customer perceived 

value is derived from the integration of physical, cultural and social resources (Helkkula 

et al., 2012). The intra-subjective nature of this proposition is highly relevant to the 

external customer, as they make sense of value in the experience within their own 

inner thoughts, prior to sharing with others (Helkkula et al., 2012). As such, this 

proposition captures the nature of value in that it is subjective or, in other words, 

captured through perceptions.  

2.3.2.2.  Proposition Two 

The second proposition (i.e., ‘value in the experience can be both lived and imaginary’) 

suggests that value can be derived through direct or indirect experiences “within their 

phenomenological lifeworld context” regardless of whether actors interact or not 

(Helkkula et al., 2012, p. 61). Thus, the external customer may experience value via 

indirect sources, such as word of mouth recommendations, reviews, and so forth. 

Moreover, as value in the experience can indeed be imaginary, these perceptions may 

consist of desired wants and needs and, therefore, serve as a tool for service 

innovation for the firm (Helkkula et al., 2012).  

2.3.2.3.  Proposition Three 

The third proposition (i.e., ‘value in the experience is constructed based on previous, 

current and imaginary future experiences and is temporal in nature’) implies that, when 

creating value, customers may “flow back and forth between current, future, and past 

experiences” of themselves or others within their social context (Helkkula et al., 2012, 

p. 61). For example, the external customer may derive value through nostalgic 

reinterpretations of previous experiences of themselves or others. In other words, 

customers “make sense of previous value in the experience at different points in time” 

(Helkkula et al., 2012, p. 67); therefore, value may possibly be assessed in a “different 

light” as time passes. 
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2.3.2.4.  Proposition Four 

Finally, the fourth proposition (i.e., ‘value in the experience emerges from individually 

determined social contexts’) suggests that “the context of value in the experience is not 

determined by the service provider, but rather by the individual’s lifeworld” (Helkkula et 

al., 2012, p. 67). In simpler terms, individuals’ value assessments are highly influenced 

by what is going on in their lives at any point in time. An individual’s “reigning” lifeworld 

can determine what is currently important, interesting, relevant and desired. As 

people’s lives are constantly changing, so too, does the value they perceive and desire 

in consumption contexts (i.e., goods or services related). When considering the 

external customer, their needs and wants also change and this influences the degree 

of need gratification and subsequent value that they experience. 

Table 2.2: VALEX Propositions 

Value Dimension Definition 
Proposition One Value in the experience is individually intra-subjective and socially inter-subjective. 

Proposition Two Value in the experience can be both lived and imaginary. 
 

Proposition Three Value in the experience is constructed based on previous, current, and imaginary 
future experiences and is temporal in nature. 
 

Proposition Four Value in the experience emerges from individually determined social contexts. 
  

         Source: Helkkula et al. (2012), p. 67 

Table 2.2 captures the four VALEX propositions. These propositions are not mutually 

exclusive; they overlap and are interrelated. For instance, when an external customer 

determines the social context of value in the experience (Proposition 4), it may be 

constructed on previous experiences (Proposition 3). Therefore, these propositions, 

amongst the others, highlight that value in the experience is indeed, uniquely and 

phenomenologically determined by the external customer; however, they are not 

specific to the current context (Helkkula et al., 2012; Vargo & Lusch, 2008). On this 

basis, value is determined by subjective factors beyond the current service context 

(e.g., previous and imaginary future experiences). Given this very subjective nature of 

value creation, these propositions may explain individual differences in value creation 

amongst other settings and, accordingly, may be relevant to enhance an understanding 

of value creation for the internal customer. 

2.3.3.  Summary of Perceived Value Literature 

Early value literature expresses the perceived value construct as uni-dimensional (e.g., 

Cravens et al., 1988; Monroe, 1990; Zeithaml, 1988). However, these approaches 

have been criticised for being too simplistic (e.g., Bolton & Drew, 1991), and 
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alternatively, the likes of Sweeney and Soutar (2001) provide a more in-depth 

framework into understanding perceived value. This approach, termed PERVAL is 

multi-dimensional and categorised by functional (i.e., price/value for money); functional 

(i.e., quality/performance); emotional and social value dimensions. Although developed 

with the external customer in mind, PERVAL can be applied beyond this context. For 

instance, Grace and Weaven (2011) employ PERVAL in a franchising context. These 

scholars contend that PERVAL considers physiological and psychological dimensions 

of value, necessary to capture the complexities of perceived value at an individual 

level. On this basis, it is relevant to assume that the PERVAL framework can also be 

appropriately applied in the context of the internal customer.  

Recent developments in the value literature acknowledge that PERVAL represents 

perceived value as a linear process (Helkkula et al., 2009; Helkkula et al., 2012). 

However, Helkkula et al. (2012) argue this construct could be better understood as an 

ongoing cyclical process and thus, they propose four interrelated theoretical 

propositions, which they refer to as value in the experience (VALEX). All four VALEX 

propositions share commonality in that value is subjective, but not specified to the 

current context (Helkkula et al., 2012). For this reason, value creation may be 

determined by subjective factors beyond the current service context (e.g., previous and 

imaginary future experiences). Given this very subjective nature of value creation, the 

VALEX framework may explain individual differences in value creation amongst any 

setting, and, as such, may also be relevant for enhancing an understanding of value 

creation for the internal customer.  

In accordance with the preceding literature review, PERVAL (Sweeney & Soutar, 2001) 

and VALEX (Helkkula et al., 2012) appear to be appropriate frameworks that will inform 

the conceptualisation associated with the nature (or characteristics) of internal 

customer perceived value (ICPV). Specifically, ICPV appears as multi-dimensional, as 

does the perceived value of the external customer. Despite this similarity, the 

environment in which value is perceived appears to differ between both stakeholders. 

For instance, the mechanisms that enable value creation for the internal customer 

reside within the internal functioning of the firm, unlike the firm’s customers who deal 

with the firm from an external perspective. On this basis, the ensuing sections examine 

the most appropriate theoretical frameworks that further inform this investigation of 

internally derived value creation.  
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2.4.  THEORETICAL FRAMEWORKS APPROPRIATE TO THIS STUDY 

The environment in which the individual perceives value may not necessarily be the 

same setting in which they create (or recreate) value. To explain, the forgoing VALEX 

discussion emphasises that value beneficiaries (e.g., the internal customer) may flow 

back and forth from previous, current and future imaginary experiences to determine 

value (Helkkula et al., 2012). Therefore, value perceptions do not remain static and are 

subject to change. Hence, the context in which value is perceived will also vary 

accordingly. To better understand these environmental complexities, structuration 

theory is worthy of investigation. This theory proposes that environments (i.e., the 

social structure) evolve as time passes and thus, may be appropriately applied in this 

context as perceived value also changes with time. For this reason, structuration theory 

is subsequently discussed. 

2.4.1.  Structuration Theory 

Structuration theory explicates the creation and reproduction of social structures. 

Sociologist, Professor Anthony Giddens, comprehensively described this theory in his 

1984 social theoretical book, ‘The Constitution of Society’. He characterises the theory 

of structuration with broad social origins derived from symbolic interactionism, 

dramaturgy, phenomenology, ethnomethodology, structuralism and psychoanalytic 

theory (Giddens, 1984). Specifically, the structural theory of Talcott Parsons (widely 

responsible for modern sociology thought in the post war period) informed structuration 

theory. Parsons’ view of treating structure and agency as two discreet entities was 

restrictive and, to express the intertwined nature of structure and agency, structuration 

theory was conceived (Giddens, 1984).  

The theory of structuration recognises the role of structure and agency. Structure refers 

to the codes of social actions, and agency, the activities of individual actors within the 

structure (Busco, 2009). As alluded to previously, structuration theory proposes that 

structure and agency exist in a recursive relationship. In other words, structures only 

come into being through the actions and interactions of social actors within the 

structure (Giddens, 1984). Thus, social actors create and recreate their surrounding 

social structure. 

The term structuration refers to how social relations are ordered across space and time 

(Giddens, 1984). The social structure, expressed as rules and resources, directly 

impacts social activities. These combine in various forms to determine structured 

practices and, in turn, structured practices are articulated through human conduct that 
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continually maintains and reproduces the social structure (Giddens, 1984). This notion, 

coined by Giddens (1984) as the duality of structure, is a central focus of structuration 

theory. The concept infers that the social structure is both “the medium and outcome 

they recursively organise” (Giddens, 1984, p. 25). Henceforth, the structural properties 

of social activity continually reconstruct themselves by the very resources that establish 

them (Giddens, 1984). Therefore, social structures are non-existent without the 

action(s) of social actors.  

Although a recent theory, application of structuration theory is evident across 

numerous fields of research. For instance, the likes of Busco (2009), Englund and 

Gerdin (2008) and Macintosh and Scapens (1990) employed structuration theory to 

enhance knowledge of accounting management efficiencies. DeSanctis and Poole 

(1994) suggested the existence of deep structures in information technologies and, 

correspondingly, administered the theory of structuration to advance technology 

systems, whilst in the management literature, structuration theory was applied to 

explain differences in organisational identity (Sarason, 1995) and the formation and re-

formation of interorganisational coordination structures (Alexander, 1988). 

In contrast, very little appreciation of structuration theory is apparent in the marketing 

literature. This is surprising granted that social practices enacted by social actors (in 

this case, internal and external customers), underpins marketing exchange. One 

notable publication in the Journal of the Academy of Marketing Science by Edvardsson 

et al. (2011), applied structuration theory to S-D logic to highlight the role of social 

forces in the value co-creation process. These scholars contend that social actors 

assume distinct roles, positions and responsibilities and, as a result, value is co-

created as social actors interact within social structures. This paper promotes 

opportunity for further application of structuration theory in the context of value creation 

and the marketing literature generally.  

Irrespective of context, structuration theory provides a rich understanding of relations 

between social structures and social actors. Principally, this theory proposes that 

structures only come into being through the actions and interactions of inherent social 

actors (Giddens, 1984). In brief, the firm’s rules and resources are characterised as 

socio-structural elements, and its human participants (including the internal and 

external customer) are the social actors producing and reproducing the social 

structure. With the research objective in mind, it is suggested that the theory of 

structuration provides a pertinent theoretical framework upon which the exploration of 

internal customer value creation can be grounded. Based on the preceding discussion, 
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it can be surmised that structuration theory provides the social context for the 

individual; however, as previously discussed, structures only come into being through 

the actions and interactions of inherent human actors (e.g., the internal customer). 

Therefore, to comprehend these actions and interactions within the social context, it is 

appropriate to review social exchange theory. 

2.4.2.  Social Exchange Theory 

Conceptualised by sociologist Homans (1958), social exchange theory views exchange 

as either a reciprocal or negotiated process (between parties of at least two) that result 

in economic and/or social benefit (Cook & Rice, 2003). Along with Homans (1958), 

Blau (1964) and Emerson (1962; 1976) significantly enhanced knowledge of social 

exchange theory and, accordingly, these contributions are subsequently detailed. 

2.4.2.1.  Evolution of Social Exchange Theory 

Social exchange theory derives from behaviourism research and is defined as “the 

exchange of activity, tangible or intangible… between at least two persons” (Homans, 

1961, p. 13). Homans’ (1958) behaviourism approach to social exchange is evident 

through the principles of reinforcement (e.g., Skinner, 1953). These principles view 

social behaviour from humans (or the nonhuman environment), on the basis of mutual 

reinforcement (or lack thereof). To illustrate the principles of reinforcement, Homans 

(1958; 1961) studied a pigeon in a laboratory setting. As the pigeon pecked a target, a 

psychologist fed it corn and, subsequently, the pigeon pecked again. Hence, the 

pigeon’s behaviour is learned or reinforced (or has undergone operant conditioning). 

Although reinforcement principles focus on learned behaviour, Homans (1958; 1961) 

was more interested in determining the influence of the reinforced behaviour (e.g., will 

the pigeon peck at the target or anything else) (Homans, 1958; 1961).  

In comparison, Blau (1964) first applied economic principles (through his utilitarianism 

approach) to social behaviour. The prime difference between Blau’s (1964) 

utilitarianism interpretation and Homans’ (1958; 1961) behaviourism perspective is that 

one looks backwards, whereas the other looks forward (Cook & Rice, 2003). With 

regard to Homans’ reinforcement theory approach, individuals generally look back to 

see what has been of value to them in the past (Heath, 1976). On the other hand, 

Blau’s utilitarianism outlook suggests that individuals anticipate rewards that may be of 

benefit to them and, hence, act in a manner maximising benefit. Through his work in 

social exchange theory, Blau (1964) adopted a micro-level view and thus, defined 
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social exchange as the “voluntary actions of individuals that are motivated by the 

returns they are expected to bring and typically do in fact bring from others” (p. 91). 

Emerson’s (1972a; 1972b) contributions were somewhat influenced by Blau and 

Homans. To explain: Emerson (1972a; 1972b) applied reinforcement principles, to the 

point that these principles became a psychological basis of exchange. Furthermore, 

Emerson (1972b) shared Blau’s (1964) view that social exchange theory provides a 

framework where the social structure and structural changes are key dependent 

variables. Emerson’s (1972a; 1972b) research spawned a new generation of social 

exchange research focused on power and dependence (e.g., Lerner, 1975; Walster & 

Walster, 1975). This era saw Cook and Emerson (1978) conceptualise (and empirically 

validate) the notion that dependence characterises networks of social actors (i.e., 

relative social power is shaped by the structure of the network and their position within 

the network). In synthesis, this research period signified an understanding of social 

exchange through a socio-structural lens. 

The next age of social exchange theory research largely focused on the role of affect 

and behaviour within social networks (Lawler, Thye & Yoon, 2000; Lawler & Yoon, 

1998). This generation took a strong relational approach, which resulted in a 

considerable amount of work that established linkages between the socio-structural 

characteristics of exchange and the emotional (e.g., liking, satisfaction, etc.), relational 

(relationship cohesion) and behavioural (commitment) consequences of social 

exchange (Lawler & Yoon, 1993; 1996; 1998). Accordingly, social exchange theory 

underpins extensive research across a diverse range of fields including, applied 

psychology (e.g., Hofmann & Morgeson, 1999; Kamdar & Van Dyne, 2007; Settoon, 

Bennett & Liden, 1996), management (e.g., Cropanzano & Mitchell, 2005; Das & Teng, 

2002; Tekleab, Takeuchi & Taylor, 2005) and marketing (e.g., Luo, 2002; Kingshott, 

2006; Sierra & McQuitty, 2005). 

In the context of value creation, social exchange theory does not dictate what actors 

value; nevertheless, the outcomes of exchange may have value for the recipient (e.g., 

assistance, support, remuneration, etc.) (Molm, 1997). On this account, the value 

derived from the interaction will provide a basis for continued participation (or non-

participation) in subsequent exchanges (Molm, 1997). As the internal customer 

engages with managers at various levels, peers, customers and shareholders 

(amongst other stakeholder groups), they may derive value from these interactions. 

These exchanges can be categorised as either negotiated or reciprocal (e.g., Cook & 
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Rice, 2003; Cropanzano & Mitchell, 2005; Molm, 1997). As such, the ensuing section 

compares and contrasts these types of exchanges.  

2.4.2.2.  Types of Exchanges 

Negotiated exchanges are somewhat more explicit and ‘quid pro quo’ than reciprocal 

exchanges (Cropanzano & Mitchell, 2005). On the contrary, reciprocal exchanges are 

characterised by repeated acts of giving (Molm, 1990; Molm, Peterson & Takahashi, 

1999). Blau (1964) primarily focused on reciprocal exchanges and believed an 

individual who received a service from another is expected to reciprocate with gratitude 

and return the service when the occasion arises. Accordingly, a significant distinction 

between both types of exchanges is the specification of obligations. In particular, 

negotiated exchanges stipulate obligations, whereas, reciprocal exchanges have 

unspecified obligations (Emerson, 1976).  

Negotiated Exchanges 

As the name implies, the terms of negotiated exchanges are negotiated between two 

or more actors (Lawler & Yoon, 1996; Molm, 1997; Molm et al., 1999). This type of 

exchange can either be legal or non-legal and, as a result, entails minimal risk, as each 

actor is aware of his or her obligations (Cropanzano & Mitchell, 2005). Negotiated 

exchanges exemplify the relationship between the employing firm and the internal 

customer. For example, the firm may specify the role and responsibilities to the internal 

customer and, in turn, they are obligated to perform the role and accept its 

responsibilities. Additionally, the firm is also compelled to provide the internal customer 

with a salary and associated benefits in return for their labour efforts. As such, internal 

customers derive value from negotiated exchanges. 

Reciprocal Exchanges 

Conversely, reciprocal exchanges entail “unspecified obligations” (Blau, 1964, p. 93). 

In-line with the notion of reciprocity (Gouldner, 1960), actors engage in reciprocal 

exchanges expecting that favours will be returned in the future. For instance, the 

internal customer assists another, in anticipation that the favour will be returned when 

the opportunity arises. On this basis, a series of reciprocal exchanges (termed 

exchange relations) may occur between internal customers, specifically if they value a 

resource offered by another (e.g., skills, knowledge, etc.) (Molm, 1997). Therefore, like 

negotiated exchanges, internal customers may also derive value from reciprocal 

exchanges. 
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2.4.3.  Summary of Theoretical Frameworks 

Structuration theory and social exchange theory provide a theoretical foundation to 

understand the phenomena of value creation in the internal customer domain. The 

theory of structuration suggests that the firm’s rules and resources are characterised 

as socio-structural elements and its human participants (including the internal and 

external customer) are the social actors producing and reproducing the social 

structure. Accordingly, structuration theory implies the socio-structural elements only 

come into being through the actions and interactions of the social actors (Giddens, 

1984). To understand the actions and interactions of inherent social actors (including 

the internal customer) within the social context, social exchange theory plays a key 

role. This theory suggests that internal customers may engage and derive value from 

negotiated and reciprocal exchanges with internal and external stakeholders (e.g., 

Cook & Rice, 2003; Cropanzano & Mitchell, 2005; Molm, 1997) and therefore, social 

exchange theory also provides a solid theoretical foundation to understand value 

creation for the internal customer. 

2.5.  RESEARCH QUESTIONS 

The preceding discussion identified PERVAL (Sweeney & Soutar, 2001) and VALEX 

(Helkkula et al., 2012) as possible appropriate frameworks that may be applied to 

assist in the identification of the nature of ICPV and, in doing so, begin this 

investigation. Structuration theory provided an understanding of the socio-structural 

environment within which the internal customer derives value. Finally, social exchange 

theory offered a mechanism to comprehend the various exchanges (i.e., negotiated 

and reciprocal) within the firm’s environment. These theoretical frameworks will assist 

in achieving the research objective of this study, which is ‘to understand the 
mechanisms upon which internal customers derive value within the dynamics of 
the value creation process’ and which frame the following research questions. 

RQ1: What is the dimensional nature of perceived value for internal customers? 

RQ2: What are the sources of value (within the firm’s environment) that 

influence the value creation process of internal customers? 

RQ3: In what manner are internal customers influenced by sources of value in 

their value creation process?  

RQ4: What are the mechanisms that facilitate the relationship between the 

sources of value and the perceived value of internal customers?  
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2.6.  CONCLUSION 

This chapter identifies a notable gap in the marketing literature, which justifies the 

research effort of this thesis. Established through a review of the S-D logic literature, 

this research seeks to determine the nature and dynamics of internal customer 

perceived value. To commence this exploration, several theoretical frameworks were 

consulted, which resulted in the research questions being presented in the final stages 

of this chapter. To address these research questions, the ensuing chapter outlines the 

development of the conceptual model, which articulates the hypotheses of this study.  
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3.0.  MODEL DEVELOPMENT 

“Models are condensed representations, simplified pictures of reality. They 
are structures, which are considered necessary, or at least useful, for 
understanding the underlying reality.”   

(Naert & Leeflang, 2013, p. 9) 

3.1.  INTRODUCTION 

Chapter Two reviewed the literature in terms of S-D logic, perceived value, 

structuration theory and social exchange theory. This exploration will inform the focal 

constructs of this study identified in this chapter. One means of understanding how 

these constructs relate is through a conceptual model (Lazer, 1962). In fact, Naert and 

Leeflang (2013) suggest conceptual models graphically depict a logical order of the 

most important constructs that would appear in a perceived real-world system. As 

such, a conceptual model provides a platform to generate theory and understand 

phenomena. Accordingly, Chapter Three develops the conceptual model of this study. 

More specifically, this chapter examines model development over three stages, which 

results in the Model of Value Creation: An Internal Customer Perspective (refer Figure 

3.3) being proposed. This model provides a framework for hypothesis development, 

thus addressing the research objective of the study. 

3.2.  MODEL DEVELOPMENT 

The focus of this research is to establish an understanding of the value creation 

process of the internal customer. Central to addressing this focus is to determine the 

mechanisms upon which internal customers perceive value; however, prior to 

developing an awareness of these mechanisms, it is important to first comprehend the 

value creation process for the internal customer. From an examination of the S-D logic 

literature reviewed in Chapter Two, it can be argued that value creation is indeed 

perceptual (Helkkula et al., 2012; Vargo & Lusch, 2008). Therefore, to explain the 

internal customer’s value creation process, it is necessary to discern the nature of 

perceived value for the internal customer. On this basis, Internal Customer Perceived 

Value (ICPV) becomes the key dependent variable in this study and, as a result, the 

perceived value literature is relevant in stage one of model development. 

3.2.1.  Model Development – Stage One  

As proposed in Chapter Two, the PERVAL model of Sweeney and Soutar (2001) 

provides a comprehensive framework to appreciate the nature of perceived value. This 

broad multi-dimensional approach was developed with the external customer in mind; 
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however, as clearly argued in Section 2.3.1, this framework considers physiological 

and psychological dimensions of value, necessary to capture the complexities of 

perceived value at any individual level (Grace & Weaven, 2011). On this basis, the 

PERVAL framework extends to other individual level contexts (beyond the external 

customer) and, therefore, could be effectively used to explain the dimensional nature of 

internal customer perceived value (ICPV). In view of this, the ensuing sections explore 

the dimensions of PERVAL (Sweeney & Soutar, 2001), firstly, in relation to the 

framework’s original context (i.e., external customer) and, secondly, as applied to 

internal customers.  

3.2.1.1.  Functional Value (i.e., price/value for money) 

Sweeney and Soutar (2001) define the first functional dimension of value (i.e., 

price/value for money) as “the utility derived from the product due to the reduction of its 

perceived short-term and longer-term costs” (p. 211). Therefore, this dimension of 

PERVAL refers to the value that the external customer derives when they perceive that 

the benefits of using a good (or service) exceeds the associated monetary sacrifice. In 

this sense, functional value (i.e., price/value for money) directly relates to the 

customer’s value derived by the exchange of money for product. 

This PERVAL dimension can also be viewed from an internal customer’s perspective 

since the exchange of money for service also underpins the internal customer’s 

relationship with the firm. However, the prime point of departure is that monetary value 

for the external customer occurs through the exchange of money for a product, 

whereas monetary value for the internal customer occurs through the exchange of 

money for labour. Specifically, this dimension of value relates to the internal customer’s 

evaluation of whether their salary package (i.e., salary, bonuses, incentives and other 

benefits of monetary value) fully compensates their labour-associated efforts. The 

degree to which the individual’s assessment of this exchange is positive will determine 

the degree to which they derive monetary value in co-creating value with the firm and 

its other stakeholders. Therefore, in the context of this investigation, this dimension can 

be more appropriately labelled as monetary value (compensation) and, thus, is defined 

as the internal customer’s perception of value derived from the salary package 

elements offered as compensation for participation in the value co-creation process 

(refer Figure 3.1). 
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3.2.1.2.  Functional Value (i.e., performance/quality) 

Sweeney and Soutar’s (2001) second functional dimension of value (i.e., 

performance/quality) refers to “the utility derived from the perceived quality and 

expected performance of the product” (Sweeney & Soutar, 2001, p. 211). In other 

words, this dimension refers to the value the external customer derives from the 

performance and/or quality of a good or service when expectations are met or 

exceeded. For example, high-speed performance of an Internet provider, fuel-efficient 

performance of a car or the fitness level achieved through gym usage are all examples 

of such utility. As such, this dimension of value directly relates to the performance or 

quality of the goods/services involved in the marketing exchange.  

From an internal customer’s perspective, performance (or quality) related value is 

derived through their opportunity to effectively undertake their roles and responsibilities 

within the firm. In other words, this dimension relates to the value the internal customer 

perceives from the functions (or tasks) they perform (i.e., their performance) in the 

employment exchange. More specifically, if the firm provides the individual with the 

necessary tools, support and environment to enable them to effectively undertake the 

tasks they are employed to execute, then the value derived through such labour 

support (or opportunity) could well manifest itself as a sense of accomplishment, 

personal development and potential for the individual to advance their career. On this 

account, functional value (i.e., performance/quality), in the internal customer context, is 

more appropriately referred to as functional value (task-related) and, therefore, is 

defined as the internal customer’s perception of value derived from the firm’s 

support/opportunity associated with effective task performance in the value co-creation 

process (refer Figure 3.1). 

3.2.1.3.  Emotional Value  

Sweeney and Soutar (2001) define emotional value as the “feelings or affective states 

that a product generates” (Sweeney & Soutar, 2001, p. 211). Accordingly, this PERVAL 

dimension refers to the value the external customer derives from the affective states 

occurring through usage of a product (Sweeney & Soutar, 2001). To illustrate, the joy 

derived from dining at a favourite restaurant, the feeling of accomplishment derived 

from gym usage and the tears shed when watching a sad movie, all represent 

emotional responses to products. In other words, this dimension of value directly 

relates to the emotional responses generated in the marketing exchange. 
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Emotional value is also very pertinent from an internal customer perspective as they, 

too, experience emotional reactions whilst co-creating value with the firm and its 

stakeholders. For instance, emotional responses to work-related outcomes and 

relationships, such as pride, accomplishment, elation, anger, frustration and stress, are 

all common in the firm’s internal environment. Therefore, emotional value is more 

suitably categorised as “emotional value (intrinsic rewards)” and, thus, for the purposes 

of this investigation, is defined as the internal customer’s perception of value derived 

from the feelings or affective states aroused in the value co-creation process (refer 

Figure 3.1). 

3.2.1.4.  Social Value  

Social value, the fourth and final dimension of PERVAL, is defined as “the utility 

derived from a product’s ability to enhance social self-concept” (Sweeney & Soutar, 

2001, p. 211). As such, this dimension refers to the value the external customer 

derives from social acceptance and/or approval associated with product usage 

(Sweeney & Soutar, 2001). In this sense, from an external perspective, social value is 

predominantly focused on the enhancement of self-concept (refer Section 2.3.1.4). 

The enhancement of self-concept is also something the internal customer pursues, 

often by working for a prestigious organisation or within a highly respected field. 

However, social value, in the internal context, is broader than social enhancement. In 

fact, Nielsen, Jax and Adams (2000) suggest that the internal customer has significant 

socially derived friendships amongst the firm’s stakeholders (internal and external). In 

other words, the individual has the opportunity to derive many relational benefits (from 

the development of relationships) over and above those related to the self. Given that 

internal customers are bound to formal employment contracts, the duration of 

engagement with the firm (i.e., tenure) often results in close formal and informal 

relationships being forged and the associated relational benefits being reaped. For this 

reason, social value is of specific importance within the firm’s internal environment and, 

for the purposes of this investigation, is labelled as “social value (relational)” (refer 

Figure 3.1). Accordingly, social value (relational) is defined as the internal customer’s 

perception of the value derived from the relational benefits generated in the value co-

creation process. 

In summary, the PERVAL model of Sweeney and Soutar (2001) expresses perceived 

value as either, monetary, social, emotional and performance/quality value. Although 

designed for the external customer, this framework captures physiological and 
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psychological dimensions of value, necessary to capture the complexities of perceived 

value at any individual level (Grace & Weaven, 2011). For this reason, the PERVAL 

framework provides a solid foundation to understand the dimensional nature of Internal 

Customer Perceived Value (ICPV). Hence, Internal Customer Perceived Value (ICPV) 

is defined as the total utility derived from the assessment of monetary value 

(compensation), functional value (task-related), emotional value (intrinsic rewards) and 

social value (relational) (refer Figure 3.1). 

Figure 3.1: Model Development – Stage One 

 

 

The preceding section provides a solid foundation for this investigation by clearly 

defining and conceptualising the nature of perceived value from the internal customer 

perspective. However, as the purpose of this research is to determine the mechanisms 

enabling the internal customer to create value, it is important to establish an 

understanding of what mechanisms within the “value co-creation space” provide 

sources of perceived value (i.e., value stimuli) for the internal customer. To determine 

value stimuli influencing the internal customer, the theoretical frameworks reviewed in 

Chapter Two are also relevant in stage two of model development. 
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3.2.2.  Model Development – Stage Two 

The term “value co-creation space” refers to any domain in which various “actors” 

integrate their resources with the aim of co-creating value (Edvardsson et al., 2011; 

Vargo & Lusch, 2004). In this investigation, the firm represents the domain in which 

various actors (i.e., internal and external stakeholders) come together to deploy their 

resources with the goal of creating value for themselves and, in turn, the firm. 

However, the firm does more than provide a domain for value co-creation to transpire 

between human actors. Specifically, the firm provides the social structure, impacting 

the value co-creation of individuals and which is, reciprocally, impacted by the social 

actions of its human participants (Giddens, 1984). This view is in line with Edvardsson 

et al. (2011) who contend that “value-in-context should be understood as value-in-

social-context” (p. 334). Therefore, the socio-structural elements of the firm become a 

fundamental source of value creation along with, and inseparable from, the social 

actions of the firm’s human participants (i.e., social exchange elements). Thus, value 

stimuli in this investigation comprises the firm’s socio-structural elements and social 

exchange elements.  

3.2.2.1.  Socio-Structural Elements 

As made clear in Chapter Two, structuration theory explicates the firm’s socio-

structural elements. Proposed by Giddens (1984), these elements include material 

resources, resources of authority, procedural rules and moral rules. These elements 

combine in numerous forms to determine structured practices, and, subsequently, 

structured practices are articulated through human conduct that continually maintains 

and reproduces the social structure (Giddens, 1984). In this sense, the socio-structural 

elements of the firm represent the structural mechanisms impacting the value co-

creation process for all participants. However, considering this investigation is 

concerned with the internal customer, the ensuing sections will discuss the internal 

customer in relation to the firm’s socio-structural elements (i.e., material resources, 

resources of authority, procedural rules and moral rules). 

Material Resources 

Giddens (1984) defines allocative resources (i.e., material resources) as “capabilities – 

or, more accurately, … forms of transformative capacity—generating command over 

objects, goods or material phenomena” (p. 33). Particularly, this socio-structural 

element refers to the allocation of resources amongst activities and members of 

society; however, it also comprises raw materials, equipment used in the production 
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(and reproduction) of other products (e.g., instruments of production, technology, etc.) 

and manufactured goods (Giddens, 1984). From this perspective, material resources 

encapsulate the firm’s tangible resources. 

The firm’s material resources are assigned with the intent of meeting their customer’s 

(both internal and external) resource needs. To illustrate, the firm allocates its 

resources to the development, production, and provision of goods and services that 

create value for the external customer. Similarly, the firm designates employee 

remuneration packages (e.g., salary, bonuses and incentives) and employee support 

mechanisms (e.g., training programs, social clubs, counselling support programs, etc.) 

to meet the individuals’ resource needs. With these examples in mind, it is the 

appropriateness and effectiveness of resource allocation that provides a significant 

source of value for all stakeholders (both internal and external), and which ultimately 

impacts the value co-creation process as a whole. Thus, material resources refer to 

what the firm owns (i.e., physical and financial assets), and how the firm allocates its 

resources in support of its members and its activities to create value. 

Resources of Authority 

Authoritative resources refer to how time and space are organised in terms of 

production and reproduction, social mobility, legitimacy, and authority (Giddens, 1984). 

In simpler terms, this socio-structural element alludes to the firm’s intangible resources 

that generate “command over persons or actors” (Giddens, 1984, p. 33).  

The firm’s resources of authority have a significant impact on the individual’s ability and 

opportunity to deploy available resources toward value creation. To demonstrate, the 

firm’s formal chain of authority results in an unequal distribution of resources, and, 

subsequently, can either constrain or support the social actions and interactions of the 

internal and external customer (depending on how the chain of authority, or power 

structure is configured within the social structure of the firm). Accordingly, resources of 

authority act as a relevant source of value stimuli for the internal customer and are 

defined as the firm’s “non-material resources involved in the generation of power” to 

create value (Giddens, 1984, p. 373). 

Procedural Rules 

The third socio-structural element is procedural rules (i.e., regulative rules), which are 

inclined to possess sanctioning and constitutive properties (Giddens, 1984). These 

rules tend to be in form of “Do X or if Y, Do X” (Giddens, 1984, p. 20). With this in mind, 
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procedural rules in the context of the firm are expressed as formal explicit rules, often 

articulated in the firm’s policies and procedures. 

The firm’s procedural rules impact the ability of individuals to create value within the 

firm. In other words, it is the degree to which these rules are often explicated, assist or 

hinder the social actions and interactions of its individuals, that will determine the 

degree to which value is created for all parties (Ma & Dubé, 2011; Mentzer, Flint & 

Hult, 2001; Padgett & Mulvey, 2007). For example, since the firm’s procedural rules 

guide the collective, their rigidity (or elasticity) in accommodating the resource 

integration (through social action and interaction) of its individuals will ultimately 

determine the value individuals derive from acting within the social structure (i.e., the 

firm). Accordingly, procedural rules are defined as the practices and processes of the 

firm that guide the social actions of its human participants to create value. 

Moral Rules  

The final socio-structural element, formulated rules (i.e., moral rules) are the rules of 

social life such as “canons of law, bureaucratic rules, rules of games, and so on, and 

thus [are] codified interpretations of rules rather than rules” (Giddens, 1984, p. 21). To 

illustrate these rules, Giddens (1984) draws upon the work of Weider (1974) who 

observes how inmates use the informal rules within prisons (referred to as ‘the code’). 

He suggests that although not formalised in the written form, all inmates and staff are 

aware of the ‘code’ and, thus, can be invoked in ways that procedural rules cannot be. 

As such, these rules often reflect values and set the standards for social action and 

interaction and, more specifically, dictate the way individuals are expected to behave 

(Waters & Bird, 1987).  

Moral rules can act as a significant source of value for the internal customer. For 

instance, the organisational literature demonstrates that moral rules are embedded in 

organisational culture; a multi-dimensional construct that represents a “set of shared 

mental assumptions that guide interpretation and action in organisations by defining 

appropriate behavior for various situations” (Ravasi & Schultz, 2006, p. 437). As such, 

the firm’s culture is the key driver of service innovation and service quality (Berry, 

Shankar, Parish, Cadwallader & Dotzel, 2006; Enquist, Edvardsson & Sebhatu, 2007). 
Like procedural rules, moral rules exist in collectivist terms as norms of the firm 

(Giddens, 1984). Therefore, the degree to which individuals become value 

beneficiaries within the firm depends on the reconciliation of their own “moral rules” 

with those of the firm. In other words, the derivation of value through the integration of 
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individuals’ resources hinges on their ability to perform within the firm’s expected 

parameters of social actions and interactions. Therefore, moral rules define what social 

actions are appropriate or permissible within the firm to create value (Giddens, 1984).  

In summary, the firm’s socio-structural elements comprise material resources, 

resources of authority, procedural rules and moral rules. However, as previously 

discussed in Section 2.4.1, the social structure (i.e., the firm’s socio-structural 

elements) only comes into being through the actions and interactions of the firm’s 

human participants (i.e., the internal customer) (Giddens, 1984). Therefore, to develop 

an understanding of how the internal customer may derive value through these 

interactions, social exchange theory is most appropriate in explicating social exchange 

elements. 

3.2.2.2.  Social Exchange Elements 

As discussed in Chapter Two, exchanges are either negotiated or reciprocal (Cook & 

Rice, 2003; Cropanzano & Mitchell, 2005; Molm, 1997). However, this broad 

categorisation applies to numerous contexts (e.g., the external customer; 

exchanges/relationships of social life, etc.) and thus, to comprehend how the internal 

customer may derive value through social exchanges, a more context specific 

classification is necessary. As highlighted in Section 2.4.2.1, the internal customer 

engages with managers at various levels, peers, customers and shareholders 

(amongst other stakeholder groups). Fundamentally, these exchanges are either with 

internal and external stakeholders. In view of this, the ensuing sections present the 

social exchange elements of this investigation, which comprise internal-internal 

stakeholder exchanges and internal-external stakeholder exchanges. 

Internal-Internal Stakeholder Exchanges 

Social exchange theory suggests that social exchanges range on a continuum from 

discrete social interactions through to exchange relations (Molm, 1997). Therefore, in 

the firm’s internal environment these exchanges support continuous and developing 

workplace relationships with other internal stakeholders of the firm (e.g., supervisors, 

other internal customers, upper-level management). Workplace relationships represent 

a significant source of value (i.e., value stimuli) for the individual. In fact, the 

organisational literature infers that the internal customer is a social agent (e.g., 

Masterson, Lewis, Goldman & Taylor, 2000) of the firm acting within the firm’s social 

structure, thus influencing the value co-creation process (Edvardsson et al., 2011). 

Moreover, the internal customer may also considerably benefit through co-worker 
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support and kinship (Cahill & Sias, 1997). The Randstad (2012) study of workplace 

relationships, reports that 60% of internal customers prefer pleasant colleagues over a 

good salary, and 74% disclosed having close relations with colleagues. On this basis, 

internal-internal stakeholder exchanges, represent an important source of value (i.e., 

value stimuli) for the internal customer and as such, can be defined as exchanges that 

occur between the internal customer and other stakeholders within the internal 

environment of the firm that creates value. 

Internal-External Stakeholder Exchanges 

Internal-external stakeholder exchanges also provide an avenue for the individual to 

derive value within the firm’s value co-creation process. Social exchange theory 

proposes that social interactions bring satisfaction when people receive fair returns for 

their efforts (Cook & Emerson, 1987). Accordingly, as the individual goes about their 

everyday work lives, negotiating with external partners, they are subconsciously 

accessing the value stimuli. As an illustration, emotional value results from satisfactory 

social interactions and social value results from relational benefits associated with 

internal-external stakeholder exchanges. On the other hand, dissatisfaction and job 

stress erode perceived value (Beehr & Newman, 1978; Klassen & Chui, 2010) when 

unhealthy exchanges with external stakeholders occur. For these reasons, internal-

external stakeholder exchanges are profoundly relevant sources of value for the 

internal customer and are defined as exchanges that occur between the internal 

customer and external stakeholders of the firm (e.g., external customers, suppliers, 

shareholders and other agencies) that create value.  

As formerly proposed, the internal customer derives value from the firm’s socio-

structural elements and social exchange elements (i.e., value stimuli). Hence, as 

shown in Figure 3.2, the firm’s socio-structural and social exchange elements provide 

the value stimuli upon which subsequent assessments of internal customer perceived 

value (i.e., monetary, functional, emotional and social) incur. However, this relationship 

is not direct, but rather relies on the intervention of other key variables (i.e., ICPV 

enablers) as presented in stage three of model development. 
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Figure 3.2: Model Development – Stage Two 

 

3.2.3. Model Development – Stage Three 

The previous discussion expresses value stimuli in descriptive terms. For this reason, it 

is not possible to accurately comprehend how the value stimuli influence perceived 

value. To explain, the firm’s resources of authority (i.e., power structure) may be 

described as bureaucratic (i.e., vertical) with dictatorial chains of command or, 

otherwise, described as open (i.e., horizontal) with collaborative chains of command, or 

alternatively, the description may lie somewhere between the two. Nevertheless, for 

the current investigation, it is not important what the firm’s power structure is, but rather 

how the individual (i.e., the internal customer) responds to it. For instance, one 

individual operating within a rigid vertical power structure could find the inflexibility and 

dictatorial nature of the firm’s structure to be a significant source of stress, resulting in 

diminished perceived value. In this sense, the value stimuli (i.e., resource of authority) 

negatively impacts perceived value. In comparison, some individuals may thrive on the 

direction and clarity within this same power structure, thus enhancing their perceived 

value. On this basis, the internal customer’s response to the value stimuli needs to be 

better understood. One means of explaining this response is through the concept of 

need gratification. 
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Furthermore, drawing on the VALEX (i.e., value in the experience) framework reviewed 

in Chapter Two, the temporal nature of value (i.e., temporal influences) may also 

impact the proposed model under different circumstances (Helkkula et al., 2012). For 

example, one individual with twenty years’ tenure may derive and perceive value 

differently to one only employed for six months. Hence, the ensuing sections discuss 

the ICPV enablers; namely, need gratification and temporal influences. 

3.2.3.1.  Need Gratification 

Individual needs are argued to play a significant role in value creation (e.g., Strandvik 

et al., 2012; Tuli et al., 2007). Despite this, little is known about the internal customer’s 

needs in the value creation process. Thus it is argued here that need gratification 

signifies a meaningful response to the value stimuli, which ultimately influences 

perceived value. For instance, in the former power structure example, the first 

individual experiencing a negative response (i.e., stress) to the power structure did so 

because their individual needs were not being met. On the contrary, the second 

individual who thrived in that environment, was having his/her needs met. Therefore, it 

can be said that there is a positive relationship between need gratification (derived 

from the value stimuli) and internal customer perceived value. As such, need 

gratification becomes the conduit between value stimuli and perceived value. 

The internal customer’s need gratification can be explained through two early theories 

of need fulfilment i.e., Herzberg et al.’s (1959) two-factor theory and Wolf’s (1970) need 

gratification theory. With regards to Herzberg et al.’s (1959) theory, an array of 

terminology has labelled the two factors, including, hygiene/motivator (e.g., Sachau, 

2007; Whitsett & Winslow, 1967; Zhang & Von Dran, 2000), intrinsic/extrinsic (e.g., 

Broedling, 1977; Centers & Bugental, 1966; Wernimont, 1966) and context/content 

factors (e.g., Armstrong, 1971; Murphy & Fraser, 1978; Wolf, 1967). Particularly, 

through his extension of the theory, Wolf (1970) adopted the labels of context/content 

factors. Although both theories differentiate in the way context and content factors are 

viewed in terms of affecting need gratification, Herzberg et al. (1959) and Wolf (1970) 

agree that the measurable and direct consequences of need gratification include job 

satisfaction and job-related motivation. Respectively, Herzberg et al. (1959) argues that 

context factors (e.g., administration, company policy, interpersonal interaction, working 

conditions, etc.), are more likely to influence (dis) satisfaction, whereas context factors 

(e.g., achievement, recognition, personal growth, social enhancement etc.) are more 

likely to influence job-related motivation.  
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Taking a slightly different angle, Wolf (1970) is of the view that organisational factors 

(both context and content) either directly gratify needs or, alternatively, provide 

opportunity to gratify needs. Wolf (1970) contends that factors directly gratifying needs 

are linked to (dis) satisfaction, whereas factors providing opportunity to gratify needs 

stimulate job-related motivation. In the context of this research, the value stimuli 

appearing in Figure 3.2 represent both context and content factors. Therefore, based 

on the theories of need gratification, it is these factors that serve to gratify or provide 

opportunity to gratify needs and, as a result, stimulate job satisfaction and/or job-

related motivation. This being the case, it is argued that need gratification (expressed 

as satisfaction and motivation), provides the conduit between value stimuli and 

perceived value (refer Figure 3.3). Accordingly, need gratification (i.e., satisfaction and 

motivation) is a necessary and salient inclusion in the modelling of internal customer 

perceived value.  

3.2.3.2.  Temporal Influences 

As previously discussed in Section 3.2.3, the VALEX framework (i.e., value in the 

experience) of Helkkula et al. (2012) suggests that temporal influences may alter the 

performance of the proposed model under different circumstances. This inference is 

particularly evident in the third VALEX proposition, which asserts, “value in the 

experience is constructed based on previous, current and imaginary future 

experiences” (Helkkula et al., 2012, p. 61). As such, perceptions of value do not remain 

static but change (not necessarily systematically) at different points in time. The 

temporal nature of this proposition is relevant in the context of the internal customer as 

the concept of time is a defining characteristic of the nature of employment. To 

demonstrate, the applied psychology literature (e.g., Boswell, Boudreau & Tichy, 2005; 

Helmreich, Sawin & Casrud, 1986; Van Maanen, 1975) suggests the internal customer 

will experience “a honeymoon effect” whereby early experiences of employment tend 

to be quite positive; however, these experiences and subsequent positive attitudes 

(e.g., job commitment, job satisfaction, etc.) and behaviours (e.g., organisational 

citizenship behaviours, knowledge sharing, etc.) diminish over time (Boswell et al., 

2005). Therefore, it is suggested that tenure (i.e., length of employment) and 

employment status (i.e., number of working hours per week) may signify strong 

moderating influences within the model. In other words, it is suggested that the 

relationship between the level of need gratification (stimulated by the value stimuli) and 

perceived value will fluctuate significantly based on the internal customer’s tenure and 

employment status (refer Figure 3.3). In summary, the final proposed model, as shown 
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in Figure 3.3, is named and presented accordingly as the Model of Value Creation: An 

Internal Customer Perspective.  

 

Figure 3.3: Model Development – Stage Three 

 

3.2.4.  Model of Value Creation: An Internal Customer Perspective  

The Model of Value Creation: An Internal Customer Perspective, (refer Figure 3.3) is 

informed by the theoretical frameworks of Edvardsson et al. (2011), Giddens (1984), 

Helkkula et al. (2012), Herzberg et al. (1959), Sweeney & Soutar (2001) and Wolf 

(1970). This model represents the internal customer’s value co-creation process, which 

involves the interplay of four key constructs: value stimuli, need gratification, internal 

customer perceived value (ICPV) and temporal influences. Specifically, Figure 3.3 

proposes that need gratification (stimulated by value stimuli) directly impacts ICPV, and 

furthermore, temporal influences significantly moderate this relationship (refer 

discussions in Section 3.2.1 to 3.2.4). 

With respect to ICPV, the PERVAL framework of Sweeney and Soutar (2001) provides 

an appropriate and adaptable foundation to inform the nature of this construct. As 

such, ICPV is conceptualised as multi-dimensional with four dimensions (i.e., 
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monetary, functional, emotional and social value). In contrast, the antecedent of this 

investigation (i.e., value stimuli) is informed by the theories associated with the social 

structure (e.g., Edvardsson et al., 2011; Giddens, 1984), which suggest that the firm’s 

socio-structural (i.e., material resources, resources of authority, procedural rules and 

moral rules) and social exchange (within and between internal and external 

stakeholders) elements represent the mechanisms by which the internal customer 

derives value within their value co-creation process (refer Figure 3.3). 

As shown in Figure 3.3, the relationship between value stimuli and ICPV relies on the 

intervention of the individual’s response to the value stimuli (i.e., need gratification). 

The seminal theories of Herzberg et al. (1959) and Wolf (1970) provide insight into this 

respect. Particularly, through application of these theories, value is created on the 

basis of the satisfaction and motivation derived from the value stimuli elements (i.e., 

socio-structural elements and social exchange elements), subsequently resulting in the 

individuals’ assessment of value (i.e., ICPV). Finally, in accordance with Helkkula et 

al.’s (2012) VALEX (“value in the experience”) framework, the relationship between 

value stimuli (with need gratification) and ICPV may vary according to temporal 

influences. Therefore, temporal influences (i.e., tenure and employment status) may 

fluctuate the relationship between the level of need gratification (stimulated by the 

value stimuli) and perceived value of the internal customer (i.e., ICPV) (refer Figure 

3.3). 

Table 3.1: Definitions of Key Constructs  

Construct Definition 
Internal Customer 
Perceived Value (ICPV) 

The total utility derived from the assessment of monetary value (compensation), 
functional value (task-related), emotional value (intrinsic rewards) and social value 
(relational). 

Value Stimuli The firm’s socio-structural and social exchange elements, which provide sources of 
value for the internal customer.  
 
Socio-structural elements comprising four underlying dimensions; namely, material 
resources, resources of authority, procedural rules and moral rules. 
 
Social exchange elements comprising two constructs, internal-internal stakeholder 
exchanges and internal-external stakeholder exchanges. 
 

Need Gratification The internal customer’s positive/negative response to the value stimuli (expressed 
as job satisfaction and/or job-related motivation) within the value co-creation 
process. 
 

Temporal Influences The influence of time on the internal customer’s assessment of value, expressed 
through tenure and/or employment status. 

  
Source: Adapted from Helkkula et al. (2012); Herzberg et al. (1959); Wolf (1970); Sweeney and Soutar (2001). 

 

In summary, the Model of Value Creation: An Internal Customer Perspective provides a 

conceptual framework that will guide the development of the hypotheses to address the 
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research objective of this thesis. Table 3.1 provides a clear definition of each term, 

which is discussed throughout Section 3.2 and graphically represented in Figure 3.3. 

3.3.  HYPOTHESES DEVELOPMENT  

The Model of Value Creation: An Internal Customer’s Perspective (refer Figure 3.3) 

conceptually depicts the value creation process for the internal customer. 

Fundamentally, the key construct in this model is need gratification, as value stimuli 

cannot influence ICPV alone, but rather relies on the intervention of the individual’s 

response to the value stimuli (i.e., need gratification) (refer Section 3.2.3). Thus, the 

antecedent of need gratification becomes value stimuli and the consequence, ICPV. 

Given this instrumental role, it is important to further clarify need gratification. At this 

stage, it can be said that need gratification is represented by job satisfaction and job-

related motivation (Herzberg et al., 1959; Wolf, 1970). Specifically, Wolf (1970) 

contends that job satisfaction and job-related motivation serves to gratify or provides 

the opportunity to gratify needs (refer Section 3.2.3.1). Therefore, in this investigation, 

where need gratification has an instrumental role, the notion of job satisfaction and job-

related motivation also has great importance and, as such, is further discussed. 

3.3.1.  Job Satisfaction  

The definition of job satisfaction is frequently debated across an array of literatures 

including applied psychology, human resources, and organisational behaviour (Locke, 

1969; Wanous & Lawler, 1972; Weiss, 2002). In particular, early studies define the 

construct in terms of affective states. For example, in his seminal work on job 

satisfaction, Locke (1969) refers to the construct as the “pleasurable emotional state 

resulting from the appraisal of one’s job” (p. 316). Cranny, Smith and Stone (1992) 

share a similar view, suggesting job satisfaction is “an affective (that is, emotional) 

reaction to one’s job” (p. 1). However, Weiss (2002) argues that affective states come 

and go and thus, a degree of judgment may also be relevant when evaluating one’s 

satisfaction with one’s job. Taking this into account, job satisfaction is more accurately 

represented as a job attitude influenced by affect and cognition. 

As previously argued in Section 3.2.3.1, this study proposes that job satisfaction 

represents one means of need gratification for the individual. Therefore, the need-

satisfaction model of Salancik and Pfeffer (1977), which defines job satisfaction in 

terms of need gratification, provides a solid foundation to understand this phenomenon. 

Specifically, Salancik and Pfeffer (1977) propose, “jobs which fulfill a person’s needs 

are satisfying; those that do not are not satisfying” (p. 428). Thus, if the internal 
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customer experiences job satisfaction, there are characteristics of the job that satisfy 

their needs. Alternatively, if there are aspects of the job that do not satisfy the 

individual’s needs, job dissatisfaction may result. Therefore, job satisfaction is defined 

as the positive (or negative) emotional or cognitive judgment one makes about whether 

one’s job or aspects of one’s job are compatible with one’s needs (Salancik & Pfeffer, 

1977; Weiss, 2002). 

3.3.2.  Job-related Motivation 

The simplest explanation of motivation involves the notion that individuals have needs 

and thus, they behave in a manner that gratifies their needs (Lawler III, 1973). As such, 

motivation drives behaviour. This view is consistent with Atkinson (1964) who 

proposes, “the study of motivation has to do with the analysis of various factors which 

incite and direct an individual’s actions” (p. 1). Similarly, Jones (1955) believes 

motivation is also concerned with factors that “incite and direct” behaviour; however, he 

asserts a comprehension of the “subjective reaction” that presents itself should 

additionally be understood. Accordingly, Jones (1955) proposes, motivation is defined 

as “how behavior gets started, is energized, is sustained, is directed, is stopped, and 

what kind of subjective reaction is present in the organism while all this is going on” (p. 

vii). In this investigation, this “subjective reaction” can be viewed in terms of the 

individual’s response (i.e., motivation or demotivation) to their opportunity for need 

gratification. Therefore, theories associated with needs may provide further clarification 

of job-related motivation. 

One influential need theory is Maslow’s (1943) theory of human motivation. In his 

theory, Maslow proposes five basic need categories (i.e., physiological, safety, love, 

esteem and self-actualisation), which form a hierarchy. He suggests that as lower order 

needs are reasonably well gratified, the next level of needs gradually emerges and, 

hence, the individual will be motivated to gratify their needs within the next category. 

For instance, once the individual gratifies their physiological needs (e.g., water, food, 

clothing and shelter), their needs for safety (e.g., security and protection) will emerge 

and, thus, the individual will be motivated to gratify these needs. This process will then 

re-occur through the next three stages of the hierarchy; love (e.g., affection and 

belonging), esteem (e.g., self-esteem and achievement) and self-actualisation (e.g., 

self-fulfilment) needs. Importantly, each need category does not need to be 100 per 

cent gratified before the next emerges; however, a more accurate representation is that 

the percentages of gratification decrease upwards in the hierarchy (e.g., 85 percent 
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gratification of physiological needs, 70 percent safety needs, 50 percent love needs, 40 

percent esteem needs and 10 percent self-actualisation needs) (Maslow, 1943). 

As previously argued in Section 3.2.3.1, this study proposes that job-related motivation 

presents the internal customer with opportunity for need gratification. Therefore, 

Maslow’s (1943) theory of human motivation, which states that individuals are 

motivated by the opportunity to gratify their needs, may explicate the individual’s 

response (i.e., job-related motivation/demotivation) to the firm’s value stimuli. To 

illustrate, the internal customer’s physiological needs may be gratified through their 

opportunity for remuneration (i.e., material resources). Should these needs become 

gratified, then the individual will become motivated to gratify their next level of needs. 

However, if not gratified, then the individual may well become demotivated. This 

process will then repeat itself through the next four levels of need categories. For 

example, with respect to the internal customer’s safety needs, the firm’s procedural 

rules may provide them with opportunity to work in a safe environment. In addition, the 

individual’s needs for love may be gratified through their opportunity to form 

relationships through the firm’s social exchange elements with internal and external 

stakeholders. Moreover, the internal customer’s esteem needs may be gratified 

through the individual’s opportunity for autonomy explicated in the firm’s authoritative 

resources and moral rules. Finally, the internal customer’s self-actualisation needs may 

be gratified through the individual’s opportunity for problem solving and creativity 

elucidated in the firm’s social structure. For these reasons, job-related motivation 

occurs when the internal customer perceives an opportunity to gratify an active need 

and thus is defined, in this investigation, as the positive (or negative) psychological 

state related to one’s job or aspects that provide opportunity to gratify one’s needs.  

Based on the preceding discussion, the internal customer’s response to the firm’s 

value stimuli, is manifested in job satisfaction or job-related motivation Although the 

former discussion suggests relationships between value stimuli and need gratification 

(i.e., job satisfaction and job-related motivation), it is important to clearly articulate 

these associations, amongst others (refer Figure 3.3), to enable rigorous empirical 

validation. From this perspective, the network of relationships presented in Figure 3.3 

provides direction for the ensuing discussion of this study’s hypotheses. 

3.3.3.  Hypothesis Development – Hypothesis One 

In Section 3.2.2.1, the socio-structural elements of the firm that are likely to influence 

ICPV were identified. Specifically, the first socio-structural element discussed was the 
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firm’s material resources, which are defined in this investigation, as what the firm owns 

(i.e., physical and financial assets), and how the firm allocates its resources in support 

of its members and its activities to create value. Accordingly, material resources 

provide a significant source of value for the internal customer, which include employee 

remuneration packages (e.g., salary, bonuses and incentives) and employee support 

mechanisms (e.g., training programs, social clubs, counselling support programs, etc.) 

(refer Section 3.2.2.1). 

The internal customer’s need gratification (i.e., job satisfaction and job-related 

motivation) associated with the firm’s material resources is likely to influence their 

perceptions of value. For example, training programs, which provide skills and support 

enhances one’s satisfaction with the job (Jones, Jones, Latreille & Sloane, 2009). 

Alternatively, internal customer dissatisfaction may occur if training programs are of 

poor quality (Snell & Hart, 2008). With respect to remuneration packages, financial 

incentives sufficiently rewarding the internal customer incite their job-related motivation 

(Hafiza, Shah, Jamsheed & Zaman, 2011). However, demotivation may result if the 

firm withdraws or reduces any aspect of the individual’s remuneration package (e.g., 

overtime, bonuses, etc.) (Hafiza et al., 2011; Igalens & Roussel, 1999). As such, the 

internal customer responds to the firm’s material resources through their evaluations of 

satisfaction and motivation, which as previously argued, represent manifestations of 

need gratification. Therefore, internal customers have the opportunity to gratify their 

needs, every time they encounter and re-encounter the firm’s material resources 

throughout their working day. As such, need gratification is a short-term evaluation. In 

contrast, Flint, Woodruff and Gardial (1997) propose perceived value to be more 

enduring. Thus, a culmination of shorter-term assessments of need gratification may 

influence one’s longer-term evaluation of perceived value. More specifically, high/low 

perceptions of value may ensue from the fulfilment/unfulfillment of the internal 

customer’s material resource needs. On this basis, it is hypothesised that: 

H1a: Need gratification (i.e., satisfaction and motivation), derived from the 
firm’s material resources, will have a significant positive effect on overall 

internal customer perceived value (ICPV).  

Although material resources may positively effect ICPV overall, some dimensions may 

have greater impact than others. More specifically, as material resources, in the 

context of this study, include employee remuneration packages (e.g., salary, bonuses 

and incentives) and employee support mechanisms (e.g., training programs, social 

clubs, counselling support programs, etc.) (refer Section 3.2.2.1), the internal customer 
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may derive value from the remuneration and support provided by the firm. In turn, the 

individual may form higher value perceptions associated with remuneration and 

support rather than other aspects (i.e., social and emotional). Therefore, the 

dimensions most highly affected by material resources are likely to be monetary value 

(compensation) and functional value (task-related), as these dimensions depict the 

internal customer’s value perceptions associated with the remuneration and support 

offered by the firm (refer Sections 3.2.1.1 and 3.2.1.2). For this reason, it is 

hypothesised that: 

H1b: Need gratification (i.e., satisfaction and motivation) derived from the 
firm’s material resources will have more impact on monetary value 

(compensation) and functional value (task-related) than other individual 

dimensions of ICPV. 

3.3.4.  Hypothesis Development – Hypothesis Two 

Section 3.2.2.1 also presents resources of authority as the second socio-structural 

element of the firm that is likely to influence ICPV. Resources of authority are defined, 

in this investigation, as the firm’s “non-material resources involved in the generation of 

power” to create value (Giddens, 1984, p. 373). As such, authoritative resources 

provide a significant source of value for the internal customer, depending on how the 

firm’s chain of authority is configured (refer Section 3.2.2.1).  

The internal customer’s need gratification (i.e., job satisfaction and job-related 

motivation) related to the firm’s resources of authority is likely to influence their 

assessments of value. For instance, resources of authority, characterised by minimal 

bureaucracy and loose chains of command, tend to increase job satisfaction (Finlay, 

Martin, Roman & Blum, 1995; Peters & Waterman, 1982). In comparison, 

dissatisfaction may eventuate if extensive bureaucracy and tight chains of command 

represent the firm’s resources of authority (Finlay et al., 1995; Peters & Waterman, 

1982). Moreover, the internal customer may be more motivated if the firm employs 

supportive leaders; however, motivation may be eroded if the firm’s managers are 

unsupportive (Martin, 2005). Ultimately, these examples highlight that the internal 

customer’s response to the firm’s authoritative resources are likely to be manifested in 

job (dis) satisfaction and/or job-related (de) motivation. Therefore, the internal 

customer has the opportunity to satisfy their needs every occasion they encounter and 

re-encounter the firm’s resources of authority. Accordingly, need gratification is a short-

term evaluation; however, as previously argued in Section 3.3.3, perceived value is 
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enduring (Flint et al., 1997), and may be influenced by several shorter-term 

assessments of need gratification. In other words, high perceptions of value may 

eventuate if the internal customer’s authoritative resource needs are gratified. 

Although, if their authoritative resource needs are not gratified, the internal customer 

may have low value perceptions. As such, it is hypothesised that: 

H2a: Need gratification (i.e., satisfaction and motivation), derived from the 
firm’s resources of authority, will have a significant positive effect on overall 

internal customer perceived value (ICPV). 

Granted that authoritative resources constrain or support the internal customer’s 

actions, depending on how the chain of command, or power structure is configured, the 

individual may (or may not) derive value from the support (or lack thereof) offered by 

the firm (refer Section 3.2.2.1). As such, the internal customer may affiliate the firm’s 

authoritative resources (e.g., chain of command, power structure, organisational 

hierarchy) with the level of support it provides. Subsequently, the internal customer 

may form high value perceptions associated with support. On this basis, resources of 

authority are likely to have its strongest impact on the ICPV dimension, functional value 

(task-related). Therefore, it is hypothesised that:  

H2b: Need gratification (i.e., satisfaction and motivation) derived from the 
firm’s resources of authority will have more impact on functional value (task-

related) than other individual dimensions of ICPV. 

3.3.5. Hypothesis Development – Hypothesis Three 

Section 3.2.2.1 also presents the firm’s procedural rules as the third socio-structural 

element likely to influence ICPV. Procedural rules are defined, in this investigation, as 

the practices and processes of the firm that guide the social actions of its human 

participants to create value. Therefore, these formal and explicit rules impact the ability 

of the internal customer to create value within the firm (refer Section 3.2.2.1). 

The internal customer’s need gratification (i.e., job satisfaction and job-related 

motivation) of the firm’s procedural rules is also likely to influence their value 

perceptions. For example, the firm with less-defined procedural rules, may well trust 

their internal customers to effectively execute their jobs and, in doing so, this trust may 

be a significant driver of job satisfaction (Finlay et al., 1995). Nevertheless, job 

satisfaction may diminish if the firm adopts highly regulated procedural rules, which 

consistently monitor the internal customer and impede their work performance 
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(Dunnette, Campbell & Hakel, 1967). In terms of job-related motivation, expectancy 

theory proposes that the individual may be motivated by procedural rules, if they desire 

(or expect) a particular outcome associated with these rules (e.g., clarity and guidance) 

(Van Eerde & Thierry, 1996; Vroom, 1964). For instance, job-related motivation may 

result from autonomy (Dickinson, 1995; Garcia & Pintrich, 1996), or demotivation may 

result from highly formalised procedural rules. Based on these examples, the internal 

customer may respond to the firm’s procedural rules with job (dis) satisfaction and/or 

job-related (de) motivation. Therefore, the individual has the opportunity to gratify their 

needs every occasion they engage and re-engage with the firm’s procedural rules, on 

an ongoing basis. As such, given that perceived value is an outcome of need 

gratification, it is expected that higher (or lower) perceptions of value may incur, if the 

internal customer’s needs, associated with procedural rules, are gratified (or not 

gratified). For these reasons, it is hypothesised that: 

H3a: Need gratification (i.e., satisfaction and motivation), derived from the 
firm’s procedural rules, will have a significant positive effect on overall internal 

customer perceived value (ICPV). 

In the context of the firm, procedural rules includes policies and procedures, which 

frame the internal customer’s execution of tasks (Ma & Dubé, 2011; Mentzer et al., 

2001; Padgett & Mulvey, 2007). On this basis, the degree to which these rules are 

explicated may either assist or hinder the individual’s actions in determining task-

related value (refer Section 3.2.2.1), as such; the firm’s procedural rules are expected 

to have the strongest impact on functional value (task-related). Accordingly, it is 

hypothesised that:  

H3b: Need gratification (i.e., satisfaction and motivation) derived from the 
firm’s procedural rules will have more impact on functional value (task-related) 

than other individual dimensions of ICPV. 

3.3.6. Hypothesis Development – Hypothesis Four 

Section 3.2.2.1 also identifies the firm’s moral rules as the fourth and final socio-

structural element that is likely to influence ICPV. In this investigation, moral rules 

define what social actions are appropriate or permissible within the firm to create value 

(Giddens, 1984). Accordingly, these unwritten and implicit rules of the firm act as an 

extremely significant source of value for the internal customer (refer Section 3.2.2.1). 
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The internal customer’s need gratification (i.e., job satisfaction and job-related 

motivation) derived from the firm’s moral rules is likely to influence value perceptions. 

For instance, the firm’s ethical climate is defined as “shared perceptions of what (is) 

ethically correct behavior” (Victor & Cullen, 1987, p. 51-52) and accordingly, resembles 

the firm’s moral rules. Therefore, considering that ethical climates stimulate the dis 

(satisfaction) associated with one’s job (Elci & Alpkan, 2009), then it is expected that a 

firm’s moral rules would be integral in inducing such a response. In addition, the firm’s 

ethical culture is also argued to encourage (or discourage) motivation-related 

behaviours (Wiener & Vardi, 1990), and therefore, the impact of a firm’s moral rules 

may also be responsible for setting internal motivational levels. On this basis, the 

internal customer has the opportunity to satisfy their needs every instance they interact 

with the firm’s moral rules. As such, it is hypothesised that: 

H4a: Need gratification (i.e., satisfaction and motivation), derived from the 
firm’s moral rules, will have a significant positive effect on overall internal 

customer perceived value (ICPV).  

Given that moral rules represent the code or norms of the firm, the degree to which 

individuals become value beneficiaries within the firm depends on the reconciliation of 

their own ‘moral rules’ with that of the firm (Giddens, 1984) (refer Section 3.2.2.1). In 

other words, if these rules are not congruent with the internal customer, they may 

become a significant sign of stress. Alternatively, if the firm’s moral rules align with the 

individual, they may evoke positive feelings. As such, emotional value (intrinsic 

rewards) is extremely pertinent in this context. On this account, moral rules are likely to 

have the strongest impact on emotional value (intrinsic rewards). Thus, it is 

hypothesised that: 

H4b: Need gratification (i.e., satisfaction and motivation) derived from the 
firm’s moral rules will have more impact on emotional value (intrinsic rewards) 

than other individual dimensions of ICPV. 

3.3.7. Hypothesis Development – Hypothesis Five 

In Section 3.2.2.2, the social exchange elements of the firm that are likely to influence 

ICPV, were identified. Specifically, the first social exchange element presented was the 

firm’s internal-internal stakeholder exchanges, which are defined, in this investigation, 

as exchanges that occur between the internal customer and other stakeholders within 

the internal environment of the firm (e.g., supervisors, other internal customers, upper 

level management, etc.) that creates value. As such, internal-internal stakeholder 
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exchanges represent an important value source for the internal customer (refer Section 

3.2.2.2). 

The internal customer’s need gratification (i.e., job satisfaction and job-related 

motivation) associated with the firm’s internal-internal stakeholder exchanges is likely 

to influence their assessments of value. For example, the internal customer may derive 

relational benefits from workplace friendships and thus, enhance the satisfaction of 

one’s job (e.g., Hackman & Lawler, 1971; Markiewicz, Devine & Kausilas, 2000; 

Riordan & Griffeth, 1995). In contrast, job dissatisfaction, amongst other adverse 

outcomes, may eventuate from negative relations (e.g., rude and uncivil behaviour) 

between internal stakeholders (Morrison, 2008). With regards to job-related motivation, 

Maslow (1943) suggests that, once lower order needs (i.e., physiological and safety) 

are gratified, individuals are motivated to satisfy higher-order needs, such as social 

needs (i.e., love, affection and belonging). Given that organisational life consumes the 

lives of individuals (Lee, McCann & Messenger, 2007), the internal customer may look 

to the firm as a significant source of social need gratification. For this reason, 

demotivation may eventuate if the firm offers little or no little opportunity to gratify these 

needs. Therefore, the internal customer’s response to internal-internal stakeholder 

exchanges, is likely to be manifested through job (dis) satisfaction and/or job-related 

(de) motivation. Thus, given that perceived value ensues from need gratification, the 

internal customer may experience higher or lower perceptions of value if their needs, 

related to internal-internal stakeholder exchanges are satisfied (or not satisfied). Based 

on the preceding discussion, it is hypothesised that:  

H5a: Need gratification (i.e., satisfaction and motivation), derived from the 
firm’s internal-internal stakeholder exchanges, will have a significant positive 

effect on overall internal customer perceived value (ICPV).  

As internal-internal stakeholder exchanges provide co-worker support and kinship 

(Cahill & Sias, 1997) (refer Section 3.2.2.2), the internal customer may derive value 

from the support and relational benefits associated with these exchanges. Accordingly, 

the individual may develop particularly high perceptions of functional value (task-

related) and social value (relational) as they engage with other internal stakeholders. 

Moreover, positive internal-internal stakeholder exchanges may evoke feelings of 

pleasure for the internal customer, whereas negative relations such as interpersonal 

deviant behaviours (e.g., bullying, harassment, etc.) may result in stress (Ferguson & 

Barry, 2011). On this basis, these exchanges may elicit emotional responses, which 

subsequently lead to perceptions of emotional value (intrinsic rewards). For these 
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reasons, it is expected that internal-internal stakeholder exchanges will have more 

impact on functional value (task-related), social value (relational) and emotional value 

(intrinsic rewards) than monetary value (compensation). Therefore, it is hypothesised 

that: 

H5b: Need gratification (i.e., satisfaction and motivation) derived from the 
firm’s internal-internal stakeholder exchanges will have more impact on 

functional value (task-related), social value (relational) and emotional value 

(intrinsic rewards) than monetary value (compensation). 

3.3.8. Hypothesis Development – Hypothesis Six 

The other type of social exchange that is likely to influence ICPV resides within the 

firm’s internal-external stakeholder exchanges (refer Section 3.2.2.2). Such relations 

are defined, in this investigation, as the exchanges that occur between the internal 

customer and external stakeholders of the firm (e.g., external customers, suppliers, 

shareholders, etc.) that create value. Hence, internal-external stakeholder exchanges 

also provide an avenue for the internal customer to derive value within the firm’s value 

co-creation process (refer Section 3.2.2.2). 

The internal customer’s need gratification (i.e., job satisfaction and job-related 

motivation) derived from internal-external stakeholder exchanges is also likely to 

influence ICPV. For instance, the customer-orientated internal customer may derive 

significant satisfaction from internal-external stakeholder exchanges due to 

consequential feelings of task/job accomplishment (Donavan, Brown & Mowen, 2004). 

Alternatively, significant dissatisfaction may ensue if the internal customer experiences 

stress or anxiety during these types of exchanges (Behrman & Perreault, 1984). 

Moreover, in accordance with Maslow (1943), internal-external stakeholder exchanges 

may fulfil the internal customer’s social, esteem and self-actualisation needs (e.g., 

assisting the external customer, problem solving with suppliers, etc.) which, in turn, 

would stimulate their job-related motivation. On the other hand, if internal-external 

stakeholder exchanges comprise negative elements such as customer complaints, 

rage, conflict with suppliers, etc., then it is likely that internal customers’ social, esteem 

and self-actualisation needs will not be met and, as a result, motivation may 

deteriorate. Therefore, it is argued here that the internal customer’s need gratification 

(exemplified through subsequent levels of satisfaction/motivation) associated with 

internal-external stakeholder exchanges is likely to have a significant effect on ICPV. 

Thus, it is hypothesised that:  
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H6a: Need gratification (i.e., satisfaction and motivation), derived from the 
firm’s internal-external stakeholder exchanges, will have a significant 

positive effect on overall internal customer perceived value (ICPV).  

As discussed in Section 3.2.2.2, emotional value may result from satisfactory social 

interactions with external stakeholders. In comparison, negative interactions with 

external stakeholders may erode these value perceptions (Beehr & Newman, 1978; 

Klassen & Chui, 2010). On this basis, it is expected that internal-external stakeholder 

exchanges may enable the internal customer to develop higher perceptions of 

emotional value (intrinsic rewards), opposed to other ICPV dimensions. Accordingly, it 

is hypothesised that: 

H6b: Need gratification (i.e., satisfaction and motivation) derived from the 
firm’s internal-external stakeholder exchanges will have more impact on 

emotional value (intrinsic rewards) than other individual dimensions of ICPV. 

3.3.9. Hypothesis Development – Hypothesis Seven 

Finally, in Section 3.2.3.2, temporal influences were identified as a possible intervening 

variable of interest in this study. For example, in addition to ICPV being influenced from 

a culmination of shorter-term assessments of need gratification, such value 

perceptions are also likely to vary, or change, over time (Helkkula et al., 2009; Helkkula 

et al., 2012). As such, temporal influences are highly relevant in the context of ICPV 

due to the concept of time being a defining characteristic of the nature of employment. 

More specifically, the amount of time employed per week (i.e., employment status) and 

length of time employed (i.e., tenure) may be very influential in influencing the 

relationship between the need gratification and perceived value. For instance, the 

individual with twenty years’ tenure, may derive less need gratification from the firm’s 

social environment due to the individual experiencing a sense of mundaneness, as 

opposed to the “newcomer” who may thrive on the novelty of a new job. In contrast, 

internal customers employed part-time may be less likely to have their career-related 

needs met due to diminished opportunities related to their employment status. On this 

basis, it is hypothesised that:  

H7: The relationships between need gratification (i.e., satisfaction and 

motivation) and internal customer perceived value (monetary, functional, 

emotional and social) will be moderated by temporal influences, such as; 

(a) tenure 
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(b) employment status 

3.3.10. Hypothesis Summary  

The Model of Value Creation: An Internal Customer Perspective, (refer Figure 3.4) 

provides the conceptual framework that supports the empirical investigation of this 

study and, in doing so, addresses the research objective outlined in Section 2.2.1. By 

so doing, this model conceptualises the internal customer’s value co-creation process 

and assists in the systematic development of seven hypotheses that will direct data 

collection and analysis necessary to explore the important issues in this research. 

Figure 3.4: Hypothesised Model 

 

According to Figure 3.4, the first six hypotheses (i.e., H1-H6) propose that the need 

gratification (i.e., job satisfaction and job-related motivation), derived from each 

component of value stimuli will positively influence internal customer perceived value 

and which ICPV dimension(s) are likely to have the highest impact. Specifically, the 

first four hypotheses (i.e., H1-H4) indicate that the need gratification (i.e., job 

satisfaction and job-related motivation), associated with each socio-structural element 

(i.e., material resources, resources of authority, procedural rules and moral rules) will 

significantly influence perceived value, and the ICPV dimensions most likely to have 

the strongest influence. Similarly, the next two hypotheses (i.e., H5-H6) propose that 

the need gratification (i.e., job satisfaction and job-related motivation), derived from 

each social exchange element (i.e., internal-internal stakeholder exchanges and 
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internal-external stakeholder exchanges) will significantly impact perceived value, and 

the ICPV dimensions that may have the greatest effect. Finally, hypothesis seven 

captures the moderating influence between the individual’s need gratification and their 

perceived value (i.e., monetary, functional, emotional and social). These seven 

hypotheses developed for this study are presented in Table 3.2. 

Table 3.2: Hypotheses Summary 

No. Hypothesis 
  
H1a Need gratification (i.e., satisfaction and motivation), derived from the firm’s material resources, will 

have a significant positive effect on overall internal customer perceived value (ICPV).  
 

H1b Need gratification (i.e., satisfaction and motivation) derived from the firm’s material resources will 
have more impact on monetary value (compensation) and functional value (task-related) than other 
individual dimensions of ICPV. 
 

H2a Need gratification (i.e., satisfaction and motivation), derived from the firm’s resources of authority, 
will have a significant positive effect on overall internal customer perceived value (ICPV). 
 

H2b Need gratification (i.e., satisfaction and motivation) derived from the firm’s resources of authority will 
have more impact on functional value (task-related) than other individual dimensions of ICPV. 
 

H3a Need gratification (i.e., satisfaction and motivation), derived from the firm’s procedural rules, will 
have a significant positive effect on overall internal customer perceived value (ICPV). 
 

H3b Need gratification (i.e., satisfaction and motivation) derived from the firm’s procedural rules will have 
more impact on functional value (task-related) than other individual dimensions of ICPV. 
 

H4a Need gratification (i.e., satisfaction and motivation), derived from the firm’s moral rules, will have a 
significant positive effect on overall internal customer perceived value (ICPV).  
 

H4b Need gratification (i.e., satisfaction and motivation) derived from the firm’s moral rules will have more 
impact on emotional value (intrinsic rewards) than other individual dimensions of ICPV. 
 

H5a Need gratification (i.e., satisfaction and motivation), derived from the firm’s internal-internal 
stakeholder exchanges, will have a significant positive effect on overall internal customer perceived 
value (ICPV). 
 

H5b Need gratification (i.e., satisfaction and motivation) derived from the firm’s internal-internal 
stakeholder exchanges will have more impact on functional value (task-related), social value 
(relational) and emotional value (intrinsic rewards) than monetary value (compensation). 
 

H6a Need gratification (i.e., satisfaction and motivation), derived from the firm’s internal-external 
stakeholder exchanges, will have a significant positive effect on overall internal customer perceived 
value (ICPV). 
 

H6b Need gratification (i.e., satisfaction and motivation) derived from the firm’s internal-external 
stakeholder exchanges will have more impact on emotional value (intrinsic rewards) than other 
individual dimensions of ICPV. 
 

H7 The relationships between need gratification (i.e., satisfaction and motivation) and perceived value (i.e., 
monetary, functional, emotional and social) will be moderated by temporal influences: (a) tenure (b) 
employment status. 
 

3.4.  CONCLUSION  

The Model of Value Creation: An Internal Customer Perspective is proposed as a 

conceptual framework that allows for an understanding of the internal customer’s value 

co-creation process. This model identifies relationships between the constructs, value 

stimuli and need gratification, internal customer perceived value and temporal 

influences. As such, the model provides an effective platform for the development of 
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the seven hypotheses generated to empirically test the proposed model. These 

hypotheses guide the methodological decisions associated with the research design, 

which is explained and justified in Chapter Four. 
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4.0.  METHODOLOGY  

“Research design [is] the plan or proposal to conduct research, [which] 
involves the intersection of philosophy, strategies of inquiry, and specific 
methods.”  

(Creswell, 2009, p. 5) 

4.1.  INTRODUCTION  

Chapter Two reviewed the relevant literatures (i.e., perceived value and theories of 

structuration and social exchange) that informed the conceptual model underpinning 

the hypotheses in Chapter Three. With a view to addressing these hypotheses, this 

chapter presents a sequential, systematic model of the research planning process 

adopted by Zikmund, D’Alessandro, Winzar, Lowe and Babin (2014). Commencing 

with the discussion of the initial stage, namely problem definition, this chapter’s focus is 

the research design of this study. In particular, discussion includes justification for an 

online self-administered survey instrument and associated design considerations. 

Finally, the sampling and data collection procedure are detailed. However, to 

understand the decisions made in this research, this chapter first explores 

philosophical worldviews. 

4.2.  METHODOLOGIES 

Social science researchers systematically acquire knowledge of the social world (e.g., 

individuals and societies) (Punch, 2013). To this end, this research is categorised 

within the social sciences given that the focus is on identifying individual differences 

(i.e., distinctions of value derivations and perceptions amongst internal customers). In 

this research field, knowledge is either led by theory or empirical data, depending upon 

the philosophical worldview employed by the researcher (Creswell, 2009; Punch, 

2013). Essentially, philosophical worldviews, or paradigms (e.g., Denzin & Lincoln, 

2011; Guba, 1990; Guba & Lincoln, 1994), are a set of beliefs about the world, shared 

by a community of scientists investigating the same world (Deshpande, 1983). Guba 

and Lincoln (1994) advance that the four worldviews present in social sciences are 

positivism, postpositivism, critical theory and constructivism.  

The most commonly espoused worldview is positivism, with over 400 years history 

(Guba & Lincoln, 1994). Scholars fostering this philosophy view reality objectively and 

thus, employ research to understand this “reality” (Schutt, 2012). In other words, 

positivists emphasise finding (rather than discovering) phenomena and, hence, apply 

theory to explain relationships with empirical data. For this reason, positivists employ 
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quantitative methodologies, involving the rigorous measurement of numerical data 

(Aaker, Kumar, Day, Lawley & Stewart, 2007; Neuman, 2014). Similarly, philosophers 

adopting a postpositivism worldview utilise quantitative methods and must consider 

bias and limitations in their research.  

On the other hand, critical theory and constructivism promote a subjective reality (Guba 

& Lincoln, 1994). Therefore, researchers assuming these worldviews emphasise 

discovering (opposed to finding) phenomena and, as such, generate theory from 

empirical data (Creswell, 2009). On this accord, critical theorists and constructivists use 

qualitative methodologies, designed to explore and clarify the research problem 

through words and/or observations (Creswell, 2009; Guba & Lincoln, 1994; Schutt, 

2012). The prime point of departure between these philosophies is the topic area. 

Specifically, critical theorists gather meaning from social, political, cultural, economic, 

ethnic and gender values, whereas, constructivists are influenced socially and 

historically (Creswell, 2009; Guba & Lincoln, 1994).  

The postpositivism philosophy frames this research. Moreover, this study proposes 

several hypotheses, which explore relationships between value stimuli (need 

gratification), internal customer perceived value and temporal influences. To empirically 

test relationships amongst these constructs, a quantitative methodology is appropriate 

(Creswell, 2009). This approach is consistent with other studies in this area. For 

instance, research in perceived value (e.g., Moliner, 2009) and internal marketing (e.g., 

King & Grace, 2010) adopt quantitative methodologies to acquire knowledge.  

4.3.  RESEARCH PLANNING 

Prior to implementing methodologies, research planning is essential. This process 

ensures consistency throughout the research project, from defining the research 

problem through to formulating conclusions (Kumar, Aaker & Day, 2002). Zikmund et 

al. (2014) provide a broad overview of the research planning process, which is 

considered an appropriate model to guide this study. This model, shown in Figure 4.1 

depicts the six stages of research planning – 1) Defining the Research Problem, 2) 

Planning a Research Design, 3) Planning a Sample, 4) Data Collection, 5) Data 

Analysis and 6) Drawing Conclusions. These stages are discussed throughout this and 

subsequent chapters. 
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Figure 4.1: The Research Planning Process 

        

4.3.1.  Defining the Research Problem 

Although each stage of the planning process is crucial, problem definition is particularly 

important, given the guidance it provides throughout the entire research project 

(Malhotra, 2010). In other words, an incorrectly defined research problem will cause 

the entire process to fail and all efforts, including time and money will be wasted (Aaker 

et al., 2007). In this study, the comprehensive review of existing literature in Chapter 

Two provided a solid foundation for problem definition, which led to the statement of 
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the research objective and questions that informed the conceptual model (refer Figure 

3.4), underpinning the hypotheses developed in Chapter Three. 

 4.3.2.  Planning a Research Design  

Having established a solid foundation upon which this research is based, the next 

stage of the planning process involves designing a specific framework to address the 

research objective, that is, the research design (Burns & Bush, 2014; Malhotra, 2010; 

Zikmund et al., 2014). This stage identifies the approach and techniques adopted to 

obtain appropriate information to test the hypotheses of this study (Malhotra, 2010).  

Research approaches are categorised as exploratory, descriptive or causal (Malhotra, 

2010). Exploratory research is employed to gain insight, when limited knowledge is 

available (Aaker et al., 2007; Kumar et al., 2002). In contrast, descriptive research 

provides a more detailed and accurate picture of the phenomenon of interest 

(Malhotra, 2010; Neuman, 2014). Although descriptive research specifies testable 

hypotheses (Aaker et al., 2007) and examines associations between variables 

(Malhotra, 2010), this research approach does not address causality (Hair, Lukas, 

Miller, Bush & Ortinau, 2008). As such, researchers may utilise casual research to 

investigate cause and effect relationships (Burns & Bush, 2014). This study adopts a 

descriptive approach that aims to describe the nature of the relationships between 

constructs presented in the Model of Value Creation: An Internal Customer Perspective 

(refer Figure 3.4).  

4.3.2.1.  Research Techniques 

Following research approach considerations is the selection of research techniques 

(refer Figure 4.1), which is highly influenced by the type of data available (Kumar et al., 

2002). For instance, secondary data may be employed when previously gathered data 

exists; however, for this investigation, secondary data is not available and, thus, the 

gathering of primary data is a necessary requirement for this research project 

(Churchill & Iacobucci, 2005; Hair et al., 2008). With a view to sourcing primary data, 

consideration is given to an array of research techniques, including surveys, 

observations and experiments. Given the ability to collect quantitative data, survey 

research was selected (Burns & Bush, 2014; Malhotra, 2010). Importantly, this 

technique will allow for statistical analysis to test the hypotheses of this study, 

proposed in Chapter Three.  
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Surveys are generally characterised as administered by person, computer or self 

(Aaker et al., 2007; Burns & Bush, 2014; Kumar et al., 2002). Person-administered 

surveys involve an interviewer reading questions to the respondent, either face-to-face 

or by phone (Burns & Bush, 2014). As such, this survey type is labour intensive (Aaker 

et al., 2007) and may involve interviewer bias (Neuman, 2014) and/or error (Burns & 

Bush, 2014). In comparison, computer-administered surveys utilise computer 

technology to facilitate data collection (Burns & Bush, 2014). For example, the 

interviewer may read from a computer and/or record results directly into a computer. 

Accordingly, this survey type reduces interviewer error and increases data collection 

speed (Burns & Bush, 2014). In addition, self-administered surveys enable 

respondents to complete surveys on their own accord, and alleviate the problem of 

interviewer bias (Burns & Bush, 2014). As a result, this survey type is relatively 

inexpensive (Kumar et al., 2002).  

Having considered the strengths and weaknesses of each survey type, the most 

appropriate approach for this research is a self-administered survey. Specifically, this 

approach accommodates the gathering of data from larger sample sizes, which will, 

ultimately, increase the generalisability of this study’s results (Hair et al., 2008). 

Furthermore, as the hypothesised model is quite complex and requires measurement 

of multiple constructs, the survey is expected to be quite lengthy, which will be easily 

accommodated with a self-administered approach. 

Self-administered surveys are either conducted online (email and web-based), via mail, 

or fax (Aaker et al., 2007; Kumar et al., 2002). In this study, an online technique is most 

applicable given the time and cost benefits (Kumar et al., 2002) and access to a wide 

reach of participants (Aaker et al., 2007). As such, an online self-administered survey 

enables an effective and efficient data collection method. Having chosen the data 

collection technique (i.e., online self-administered survey), it is important to consider 

survey development. 

4.3.2.1.1.  Survey Development 

The researcher cannot clarify questions in self-administered surveys (Aaker et al., 

2007). Consequently, the survey instrument of this study underwent three rigorous 

phases of survey development to ensure the comprehension of every survey item. This 

three-phrase approach, shown in Figure 4.2, consists of the stages, item generation, 

item refinement and pilot testing, which are discussed throughout the ensuing sections. 
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Figure 4.2: Survey Development 

  

 

Phase One – ITEM GENERATION 

 

The first stage of survey development, item generation involves identifying items to 

measure relevant constructs. All items in this research were adapted from existing 

measures. In total, 100 items were generated for the initial item pool, presented in 

Table 4.1 and subsequently discussed.  

Measuring Internal Customer Perceived Value 

As established in Chapter Three, Internal Customer Perceived Value (ICPV) comprises 

four dimensions; monetary value (compensation), functional value (task-related), 

emotional value (intrinsic rewards) and social value (relational). Measurement of these 

dimensions is discussed in the following sections.  
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Measuring Monetary Value (Compensation) 

From a theoretical perspective, monetary value (compensation) is the internal 

customer’s perception of value derived from the salary package elements offered as 

compensation for participation in the value co-creation process (refer Section 3.2.1.1). 

For the purposes of gathering data to effectively measure this construct, the definition 

of monetary value (compensation) is operationalised as the internal customer’s 

perception of value derived from the salary package elements offered as compensation 

from their current organisation. Sweeney and Soutar (2001) developed scale items for 

a similar dimension of perceived value in an external customer context (composite 

reliability = 0.80). This measure was deemed appropriate for modification to reflect the 

internal customer’s perception of monetary value (compensation), as evidenced in the 

examples below. In summary, a total of four items were generated to measure this 

construct. 

Original Scale Item Items used in this study 
Is reasonably priced. In my current organisation, the pay I receive is reasonable, compared to others 

in a similar job. 
 
 
 

Would be economical. 
 

In my current organisation, my remuneration package (e.g., pay and bonuses) 
is very beneficial. 

Is a good product for the price. In my current organisation, I am paid well for the job I do. 

 

Measuring Functional Value (Task-Related) 

As discussed in Section 3.2.1.2, functional value (task-related) is the internal 

customer’s perception of value derived from the firm’s support/opportunity associated 

with effective task performance in the value co-creation process. In this context, 

functional value (task-related) is operationalised as the internal customer’s perception 

of value derived from their current organisation’s support/opportunity associated with 

effective task performance. Again, Sweeney and Soutar (2001) established measures 

for this construct, in the context of the external customer (composite reliability = 0.91). 

Accordingly, all five items were deemed suitable for adaption, to represent the internal 

customer’s perception of functional value (task-related). Examples of these changes 

are identified in the ensuing table. 
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Original Scale Item Items used in this study 

Has consistent quality. 
 

In my current organisation, I get all the help I need to do a good job. 
 

Is well made. 
 

In my current organisation, I am well trained for the tasks I need to perform. 
 

Has an acceptable standard of 
quality. 

In my current organisation, I am well informed of the tasks associated with my 
job. 

 

Measuring Emotional Value (Intrinsic Rewards) 

Emotional value (Intrinsic rewards) refers to the internal customer’s perception of value 

derived from the feelings or affective states aroused in the value co-creation process 

(refer Section 3.2.1.3). However, emotional value (Intrinsic rewards) is operationalised 

as the internal customer’s perception of value derived from the feelings or affective 

states aroused in their current organisation. Once more, Sweeney and Soutar (2001) 

developed measures of emotional value for the external customer (composite reliability 

= 0.94) that were deemed acceptable for modification to an internal customer context. 

In total, five items were generated to measure this construct. Examples of these items 

are subsequently presented. 

Original Scale Item Items used in this study 

Is one that I would enjoy. 
 

I enjoy the work that I do in my current organisation. 
 

Would make me feel good. 
 

It makes me feel good to work in my current organisation. 
 

Would give me pleasure. It gives me pleasure to work in my current organisation. 

 

Measuring Social Value (Relational) 

Section 3.2.1.4 refers to social value (relational) as the internal customer’s perception 

of value derived from the relational benefits generated in the value co-creation process. 

Social value (relational) is operationalised as the internal customer’s perception of 

value derived from the relational benefits generated in their current organisation. 

Nielsen et al. (2000) established a measure for friendship prevalence (composite 

reliability = 0.89) that reflects the relational benefits derived in the workplace and, 

accordingly, these scale items were deemed appropriate for this study. As shown in the 

following examples, items were slightly adapted to reflect the current employment 

status of the internal customer. In summary, a total of six items were generated to 

measure this construct. 
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Original Scale Item Items used in this study 
I have formed strong friendships 
at work. 
 

In my current organisation, I have formed strong friendships at work. 

I socialize with coworkers 
outside of the workplace. 
 

In my current organisation, I socialise with co-workers outside of the 
workplace. 
 

I can confide in people at work. In my current organisation, I can confide in people at work. 

 

Measuring Need Gratification 

As discussed in Chapter Three, need gratification is represented by job satisfaction 

and job-related motivation (Herzberg et al., 1959; Wolf, 1970). Accordingly, measures 

of need gratification were drawn from various job satisfaction and job-related 

motivation scales. For instance, two items were adapted from King and Grace’s (2010) 

employee satisfaction scale, with Cronbach alphas of 0.74 and 0.83. A further six items 

were modified from a range of established measures (Ironson, Smith, Brannick, Gibson 

and Paul, 1989; King & Grace, 2012; Podsakoff, MacKenzie, Moorman & Fetter 1990; 

Rentsch & Steel, 1992; and Wittig-Berman & Lang, 1990). Examples of these changes 

are evident in the ensuing table. 

Original Scale Item Items used in this study 

Would not consider leaving job. 
 

XXX encourages me to stay. 
 

Do not enjoy job (reverse scored). 
 

XXX makes me enjoy working there. 
 

Show extra initiative to maintain 
brand behaviour. 

XXX encourages me to show extra initiative. 

 

To measure need gratification in terms of material resources, resources of authority, 

procedural rules, moral rules, internal-internal stakeholder exchanges and internal-

external stakeholder exchanges, it was important to determine context. Therefore, a 

review of literatures and 12 semi-structured interviews with the sample population (i.e., 

internal customers) were conducted to inform the dimensionality of these constructs 

(MacKenzie, Podsakoff & Podsakoff, 2011). However, prior to conducting interviews 

and ensuing phases of data collection, ethical clearance was granted from Griffith 

University who conducts research in accordance with the National Statement On 

Ethical Conduct In Human Research. As a result of the interviews and review of 

literatures, material resources were found to comprise three dimensions (i.e., 

remuneration, technology and resources); procedural rules (i.e., policies and 

procedures) and internal-internal stakeholder exchanges (i.e., relationships with 

management and co-workers), two dimensions and the remaining constructs; 

authoritative resources, moral rules and internal-external stakeholder exchanges were 
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not evidenced to have multi-dimensional properties. The ensuing sections present 

measures for these constructs. 

Measuring Material Resources (Need Gratification) 

Material resources represent what the firm owns (i.e., physical and financial assets), 

and how the firm allocates its resources in support of its members and its activities to 

create value (refer Section 3.2.2.1). However, given that this research aims to measure 

the need gratification associated with these resources, this construct is operationalised 

as the degree to which an individual derives need gratification from the material 

resources (i.e., remuneration, technology and resources) provided by their current 

organisation. Items for this construct were adapted from the former need gratification 

scale to reflect the three dimensions of material resources (i.e., remuneration, 

resources and technology). Specifically, the eight need gratification items were 

repeated for each dimension, with examples illustrated in the following table. In 

summary, a total of 24 items were generated to measure this construct.  

Construct  Items used in this study 
Material Resources 
(Need Gratification) 
 

The level of remuneration (e.g., pay and other benefits) provided by my current 
organisation encourages me to stay. 

The resources (e.g., physical or virtual facilities, equipment or tools of my job) 
provided by my current organisation make me enjoy working there. 

The technology provided by my current organisation makes it all worthwhile. 

The level of remuneration (e.g., pay and other benefits) provided by my current 
organisation enthuses me to do the best I can. 

The resources (e.g., physical or virtual facilities, equipment or tools of my job) 
provided by my current organisation encourage me to show extra initiative. 

The technology provided by my current organisation motivates me to work through 
my breaks when required. 

  

Measuring Resources of Authority (Need Gratification) 

As presented in Section 3.2.2.1, resources of authority are “non-material resources 

involved in the generation of power” to create value (Giddens, 1984, p. 373). The need 

gratification associated with resources of authority refers to the degree to which an 

individual derives need gratification from the resources of authority within their current 

organisation. Items for this construct were adapted from the preceding need 

gratification scale to account for the context of resources of authority. As such, a total 

of eight items were generated to measure this construct. Examples of these items are 

provided in the ensuing table. 
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Construct  Items used in this study 
Resources of Authority 
(Need Gratification) 

 

The collaboration (e.g., cooperation, joint decision making, and sharing of 
information) adopted by my current organisation makes me enjoy working there. 

The collaboration (e.g., cooperation, joint decision making, and sharing of 
information) adopted by my current organisation makes me feel delighted. 

The collaboration (e.g., cooperation, joint decision making, and sharing of 
information) adopted by my current organisation encourages me to show extra 
initiative. 

 

Measuring Procedural Rules (Need Gratification) 

Section 3.2.2.1 presents procedural rules as the practices and processes of the firm 

that guide the social actions of its human participants to create value. The need 

gratification associated with procedural rules is the degree to which an individual 

derives need gratification from their current organisation’s procedural rules (i.e., 

policies and procedures). With a view to measuring this construct, items were modified 

from the aforementioned need gratification scale to reflect the two dimensions of 

procedural rules (i.e., policies and procedures). Every need gratification item was 

repeated for each dimension, with examples presented in the following table. In total, 

16 items were generated to measure this construct.  

Construct  Items used in this study 
Procedural Rules 
(Need Gratification) 
 

The policies (i.e., formal rules) adopted by my current organisation make me enjoy 
working there. 

The procedures (i.e., step-by-step processes) adopted by my current organisation 
make me feel delighted. 

The policies (i.e., formal rules) adopted by my current organisation motivate me to 
work through my breaks when required. 

The procedures (i.e., step-by-step processes) adopted by my current organisation 
invigorates me to go above and beyond the call of duty. 

  

Measuring Moral Rules (Need Gratification) 

Moral rules defines what social actions are appropriate or permissible within the firm to 

create value (Giddens, 1984) (refer Section 3.2.2.1). The need gratification associated 

with moral rules refers to the degree to which an individual derives need gratification 

from the moral rules of their current organisation. Items for this construct were adapted 

from the preceding need gratification scale to account for the context of moral rules. As 

such, a total of eight items were generated to measure this construct. Examples of 

these items are provided in the following table. 
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Construct  Items used in this study 
Moral Rules 
(Need Gratification) 
 

The culture (e.g., atmosphere, accepted behaviours, values and norms) of my 
current organisation makes it all worthwhile. 
The culture (e.g., atmosphere, accepted behaviours, values and norms) of my 
current organisation enthuses me to do the best I can. 
The culture (e.g., atmosphere, accepted behaviours, values and norms) of my 
current organisation invigorates me to go above and beyond the call of duty. 

  

Measuring Internal-Internal Stakeholder Exchanges (Need Gratification) 

As discussed in Section 3.2.2.2, internal-internal stakeholder exchanges refer to the 

exchanges that occur between the internal customer and other stakeholders within the 

internal environment of the firm that creates value. The need gratification associated 

with internal-internal stakeholder exchanges is the degree to which an individual 

derives need gratification from the internal-internal stakeholder exchanges (i.e., 

relationships with management and co-workers) within their current organisation. 

Again, the two dimensions of this construct (i.e., relationships with management and 

relationships with co-workers) were used in the adaption of the formerly established 

need gratification scale. All items were repeated for each dimension, totalling 16 items 

to measure this construct. Examples are presented in the following table. 

Construct  Items used in this study 
Internal-internal 
stakeholder exchanges 
(Need Gratification) 
 

The relationships I have with management (i.e., supervisors and other managers) 
in my current organisation encourage me to stay. 

The relationships I have with my co-workers in my current organisation make me 
enjoy working there. 

The relationships I have with management (i.e., supervisors and other managers) 
in my current organisation motivate me to work through my breaks when required. 

The relationships I have with my co-workers in my current organisation encourage 
me to show extra initiative. 

 

Measuring Internal-External Stakeholder Exchanges (Need Gratification) 

Internal-external stakeholder exchanges are defined as exchanges that occur between 

the internal customer and external stakeholders of the firm (e.g., external customers, 

suppliers, shareholders and other agencies) that creates value (refer Section 3.2.2.2). 

The need gratification associated with internal-external stakeholder exchanges refers 

to the degree to which an individual derives need gratification from the internal-external 

stakeholder exchanges within their current organisation. Once more, items to measure 

this construct were drawn from the former need gratification scale. Specifically, all 

items were adapted to reflect relationships with external stakeholders (e.g., customers, 
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suppliers, shareholders and other agencies), resulting in a total of eight items to 

measure this construct. Examples of these items are provided in the ensuing table. 

Construct  Items used in this study 
Internal-external 
stakeholder exchanges 
(Need Gratification) 
 

The relationships I have with external stakeholders (e.g., customers, suppliers, 
shareholders and other agencies) in my current organisation encourage me to 
stay. 
The relationships I have with external stakeholders (e.g., customers, suppliers, 
shareholders and other agencies) in my current organisation make it all worthwhile.  
The relationships I have with external stakeholders (e.g., customers, suppliers, 
shareholders and other agencies) in my current organisation motivate me to work 
through my breaks when required. 

 

Summary of Initial Items  

A summary of the initial item pool, as shown in Table 4.1 presents a total of 100 items, 

all of which were adapted from existing measures.  
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Table 4.1: Summary of Initial Item Pool  

Construct Operationalised Definition Adapted from No. of 
Items 

Internal Customer Perceived Value (ICPV): 
 
Monetary Value 
(Compensation) 

The internal customer’s perception of value derived 
from the salary package elements offered as 
compensation from their current organisation. 

Sweeney and Soutar (2001) 4 

Functional Value 
(Task-Related) 

The internal customer’s perception of value derived 
from their current organisation’s support/opportunity 
associated with effective task performance. 
 

Sweeney and Soutar (2001) 5 

Emotional Value 
(Intrinsic Rewards) 

The internal customer’s perception of value derived 
from the feelings or affective states aroused in their 
current organisation. 
 

Sweeney and Soutar (2001) 5 

Social Value  
(Relational) 

The internal customer’s perception of value derived 
from the relational benefits generated in their current 
organisation. 

Nielsen et al. (2000) 6 

Need Gratification: 
 Material Resources  

(Need Gratification)  
The degree to which an individual derives need 
gratification from the material resources (i.e., 
remuneration, technology and resources) provided by their 
current organisation. 

Ironson et al. (1989) 
King and Grace (2010) 
King and Grace (2012) 
Podsakoff et al. (1990) 
Rentsch and Steel (1992) 
Wittig-Berman and Lang (1990) 
 

24 

Resources of 
Authority  
(Need Gratification) 

The degree to which an individual derives need 
gratification from the resources of authority within their 
current organisation. 

Ironson et al. (1989) 
King and Grace (2010) 
King and Grace (2012) 
Podsakoff et al. (1990) 
Rentsch and Steel (1992) 
Wittig-Berman and Lang (1990) 
 

8 

Procedural Rules  
(Need Gratification) 

The degree to which an individual derives need 
gratification from their current organisation’s procedural 
rules (i.e., policies and procedures). 

Ironson et al. (1989) 
King and Grace (2010) 
King and Grace (2012) 
Podsakoff et al. (1990) 
Rentsch and Steel (1992) 
Wittig-Berman and Lang (1990) 
 

16 

Moral Rules  
(Need Gratification) 

The degree to which an individual derives need 
gratification from the moral rules of their current 
organisation. 

Ironson et al. (1989) 
King and Grace (2010) 
King and Grace (2012) 
Podsakoff et al. (1990) 
Rentsch and Steel (1992) 
Wittig-Berman and Lang (1990) 
 

8 

Internal-Internal 
Stakeholder 
Exchanges  
(Need Gratification) 

The degree to which an individual derives need 
gratification from the internal-internal stakeholder 
exchanges (i.e., relationships with management and co-
workers) within their current organisation. 

Ironson et al. (1989) 
King and Grace (2010) 
King and Grace (2012) 
Podsakoff et al. (1990) 
Rentsch and Steel (1992) 
Wittig-Berman and Lang (1990) 
 

16 

Internal-External 
Stakeholder 
Exchanges  
(Need Gratification) 

The degree to which an individual derives need 
gratification from the internal-external stakeholder 
exchanges within their current organisation. 

Ironson et al. (1989) 
King and Grace (2010) 
King and Grace (2012) 
Podsakoff et al. (1990) 
Rentsch and Steel (1992) 
Wittig-Berman and Lang (1990) 

8 

Total Number of Items                                                                                                                                      100 
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Phase Two – ITEM REFINEMENT  

Granted that items were adapted from numerous scales, it was important that 

measures underwent significant review from experts. Guidelines from Rubio, Berg-

Weger, Tebb, Lee and Rauch (2003) were followed to ensure every item and scale 

was reliable and valid. Initially, an expert panel was selected, consisting of three 

experienced quantitative researchers and another three individuals from the sample 

population (i.e., internal customers) (Lynn, 1986; Rubio et al., 2003). All six judges are 

contacts of the researcher and their participation was solicited via email. In this email, 

the panel was provided with an explanation of the research, reasoning for selection 

and instructions to complete the attached survey question evaluation booklet. 

Part A of this booklet listed all ICPV items (i.e., monetary, functional, emotional and 

social value) and their definitions on a separate part of the page. In this section, the 

expert panel was instructed to nominate the item number best representing the 

definition. This process was repeated for one dimension of material resources (need 

gratification) (i.e., technology); however, this did not continue for the remaining 

constructs and dimensions, given the repetitive nature of these items. 

The second part of this booklet (Part B) specified the operationalised definition and 

items of every construct/dimension in this study. This section asked panel members to 

score the representativeness and clarity of each item on a four-point Likert scale (refer 

below). Additionally, space was provided for comments that could enhance the wording 

of each item. Judges were also instructed to evaluate the comprehensiveness of each 

measure, and in doing so, indicate items for deletion. To ensure no familiarity with 

definitions and items, members of the expert panel were advised not to look at Part B 

until the prior section was completed. 

 

REPRESENTATIVENESS CLARITY 
Low                        High Low                        High 
1           2        3       4 1           2        3       4 
1 = item is not representative 
2 = item needs major revisions to be representative 
3 = item needs minor revisions to be representative 
4 = item is representative 

1 = item is not clear 
2 = item needs major revisions to be clear 
3 = item needs minor revisions to be clear 
4 = item is clear 

 

After generating data from panel members, reliability and validity testing was 

undertaken. Reliability, or interrater agreement (i.e., IRA) was calculated through 
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scores of representativeness and clarity (Rubio et al., 2003). Specifically, the four-point 

Likert scale shown above was dichotomised, whereby ratings of one and two were 

merged, and three and four were merged as well (Davis, 1992). The sum of these 

values was compiled, formulating the rate of agreement per item for 

representativeness and clarity. The IRA for each measure was then calculated by 

dividing the number of items with values of at least .80 by the total number of items per 

measure (Rubio et al., 2003). Content validity (i.e., CVI) of each scale was also 

calculated through averaging the representativeness scores from each item (Rubio et 

al., 2003). Finally, factorial validity (FVI) was formulated. Specifically, the FVI was 

computed by the number of judges assigning the correct item to the operationalised 

definition, divided by the total number of panel members. Again, the FVI for each scale 

was calculated through averaging all items in each measure. 

Having formulated results from the expert panel (refer Appendix One), each measure 

was reviewed. Specifically, items not meeting acceptable benchmarks were modified 

prior to the pilot study. In particular, IRA values (i.e., representativeness and clarity) 

above 0.7 were deemed acceptable (Hair, Black, Babin & Anderson, 2010), and values 

exceeding 0.8 for CVI (Davis, 1992) and FVI (Rubio et al., 2003) also adequate. Items 

suggested for minor revisions were also slightly modified according to comments from 

judges. However, items identified for deletion were not removed from the item pool at 

this stage, but were further investigated in phase three (i.e., pilot testing). All changes 

are highlighted in Table 4.2.  
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Table 4.2: Changes made from Expert Panel 

Construct Expert Panel 
Results 

Changes 
Made Examples of Item(s) 

Internal Customer Perceived Value (ICPV): 

Monetary Value 
(Compensation) 

IRA (Clarity) 
 
 
Identified for modification  

Wording changed 
 
 
Wording changed 

“The pay I receive is reasonable, compared to 
others in similar job” to “The pay I receive is good, 
compared to other people in a similar job.” 
“Is very beneficial” to “Is very attractive” 

 
Functional Value 
(Task-Related) 

 
Identified for modification 
IRA (Clarity) 

 
Wording changed 
Wording changed 

 
Help” to “help (i.e., assistance and support)” 
“Clear guidelines and support” to “clear guidelines” 

 
Social Value  
(Relational) 
 

 
FVI 

 
Wording changed 

 
“Trust many co-workers” to “trust my co-workers” 

Need Gratification: 
 
Material Resources  
(Need Gratification)  

IRA (Rep);  
Identified for modification 
IRA (Clarity);  
Identified for modification 
Identified for deletion 
 
 
Identified for deletion 

Wording changed 
 
Wording changed 
 
None 
 
 
None 
 

“Invigorates me” to “prompts me”  
 
“The technology” to “The technology (e.g., computer 
hardware and software, telecommunications, etc.)”  
“The level of remuneration (e.g., pay and other 
benefits) provided by my organisation makes me 
feel delighted” 
“The resources (e.g., physical or virtual facilities, 
equipment or tools of my job) provided by my 
organisation encourages me to show extra initiative” 
 

Resources of 
Authority  
(Need Gratification) 

Identified for modification  
Identified for deletion 
 
 
Identified for deletion 

Wording changed 
None 
 
 
None 
 

“Invigorates me” to “prompts me” 
“The collaboration (e.g., cooperation, joint decision 
making, and sharing of information) adopted by my 
current organisation makes me feel delighted” 
“The collaboration (e.g., cooperation, joint decision 
making, and sharing of information) adopted by my 
current organisation encourages me to show extra 
initiative” 

 
Procedural Rules  
(Need Gratification) 

 
Identified for modification  
Identified for deletion 
 
Identified for deletion 

 
Wording changed 
None 
 
None 
 

 
“Invigorates me” to “prompts me”  
“The policies (e.g., formal rules) adopted by my 
current organisation makes me feel delighted” 
“The procedures (e.g., step by step processes) 
adopted by my current organisation encourage me 
to show extra initiative” 
 

Moral Rules  
(Need Gratification) 

Identified for modification  
Identified for deletion 
 
 
Identified for deletion 

Wording changed 
None 
 
 
None 
 

“Invigorates me” to “prompts me”  
“The culture (e.g., atmosphere, accepted 
behaviours, values and norms) of my current 
organisation makes me feel delighted” 
“The culture (e.g., atmosphere, accepted 
behaviours, values and norms) of my current 
organisation encourages me to show extra initiative” 
 

Internal-Internal 
Stakeholder 
Exchanges  
(Need Gratification) 

Identified for modification  
Identified for deletion 
 
 
Identified for deletion 

Wording changed 
None 
 
 
None 

“Invigorates me” to “prompts me”  
“The relationships I have with management (i.e., 
supervisors and other managers) in my current 
organisation makes me feel delighted” 
“The relationships I have with my co-workers in my 
current organisation encourage me to show extra 
initiative” 
 

Internal-External 
Stakeholder 
Exchanges  
(Need Gratification) 

Identified for modification  
Identified for deletion 
 
 
 
Identified for deletion 

Wording changed 
None 
 
 
 
None 

“Invigorates me” to “prompts me”  
“The relationships I have with external stakeholders 
(e.g., customers, suppliers, shareholders and other 
agencies) in my current organisation make me feel 
delighted” 
“The relationships I have with external stakeholders 
(e.g., customers, suppliers, shareholders and other 
agencies) in my current organisation encourage me 
to show extra initiative” 
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Scaling and Response Format 

To ensure compatibility with the nominated items, the scaling format must be selected 

concurrently with item generation (DeVellis, 2012). Scaling permits respondents to 

assign a numerical value to each item, which in turn is used for statistical analysis 

(Neuman, 2014). Accordingly, careful consideration must be given to the choice of the 

most appropriate scaling technique. Such techniques include, paired comparison 

scales, Thurstone scales, semantic differential scales and Likert scales. The former 

three examples are multi-item scales, employed in complex scenarios where there are 

numerous items to measure a construct (Aaker et al., 2007; Kumar et al., 2002). Given 

that phase one of survey development resulted in several items for each construct, a 

multi-item scale format is required for this study. Two multi-item scale techniques most 

commonly applied in social sciences are semantic differential and Likert scales 

(DeVellis, 2012).  

Semantic differential scales have bipolar adjectives or phrases on each opposite end of 

a five- or seven- point scale (Zikmund et al., 2014). In comparison, respondents using 

a Likert scale, rate their agreement (or disagreement) of a complete statement about 

particular phenomena (Aaker et al., 2007). The Likert scale format was selected for this 

study, given this scale’s compatibility with the items generated in phase one of survey 

development. Furthermore, this format is commonly implemented in research relevant 

to this study (e.g., King & Grace, 2010; 2012; Nielsen et al., 2000), and therefore, 

respondents may be familiar with this scale (Malhotra, 2010). 

Having determined a Likert scale to be most appropriate for this study, the next 

consideration was selection of the response format. Typically, responses vary from 

two- to nine-point scales (Neuman, 2014). Although larger scales enhance data 

variability, Neuman (2014) proposed having more than nine points may confuse 

respondents. On this basis, a seven-point Likert scale, ranging from strongly disagree 

to strongly agree was deemed most appropriate for this study (refer below). The next 

consideration is measurement of demographics. 

I enjoy the work that I do in my current organisation. 
   Strongly      Moderately      Slightly      Undecided      Slightly      Moderately      Strongly 
   Disagree      Disagree        Disagree                          Agree        Agree               Agree 
        1                    2                   3                 4                   5                6                       7  
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Measuring Demographics 

As tenure and employment status are moderators in the hypothesised model (refer 

Figure 3.4), measurement of demographic variables was necessary. Accordingly, two 

demographic questions, presented in the ensuing table were generated to capture 

these constructs. Furthermore, to describe the sample, other demographics (e.g., 

gender, age and income) were also included. 

Construct  Items used in this study 
Tenure 
 
Employment Status 

How long have you worked for your current employer? ….. months …. years 
 
Nature of employment (Full-time or Part-time) 

 

Survey Design 

Once all measurement items were determined, the survey design was considered. 

Kumar et al. (2002) proposes that sequence and layout is crucial in maximising 

respondent participation. As such, particular attention was afforded to ensure the 

survey instrument used in this study was engaging. For example, the questionnaire 

was designed to minimise scrolling and all sensitive questions (e.g., age and income) 

were designated as non-compulsory and positioned towards the end of the survey. 

Moreover, further consideration was given to survey instructions. 

Survey Instructions 

Respondents may not always read and follow instructions and, therefore, they may 

miss crucial parts of a question. This type of respondent (i.e., satisficers) creates a 

range of statistical issues for the researcher (e.g., reliability and validity) 

(Oppenheimer, Meyvis & Davidenko, 2009). To identify satisficers attempting this 

study’s surveys, an Instructional Manipulation Check (IMC), as identified in Table 4.3, 

was included in the instrument (Oppenheimer et al., 2009). Responses failing the IMC 

will be removed from the final data set.  
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Table 4.3: Instructional Manipulation Check (IMC) 

To help us understand how people make decisions, we are interested in information about you. Specifically, we are 
interested in whether you actually take the time to read the directions; if not, some results may not tell us very much 
about decision making in the real world.  
 
To show that you have read the instruction, please ignore the question below and instead, check only the “none of the 
above” option as your answer. 
 
Please choose one of the following statements (according to the text above) 
 
A) Before I act I consider what I will gain or lose in the future as a result of my actions. 
B)  I try to anticipate as many consequences of my actions as I can. 
C) Before I make a decision, I consider all possible outcomes. 
D)  I always try to assess how important the potential consequences of my decisions might be. 
E)  None of the above. 
 
 

Phase Three – PILOT TEST  

After generating and refining every measure, the final phase of survey development is 

pilot testing. Data collected in this phase is quantitative in nature, allowing for statistical 

analysis to be conducted. Essentially, pilot testing highlights any potential issues not 

identified in previous phases (Baker & Risley, 1994). For example, the preliminarily 

analysis highlights whether scale items are appropriate and easy to comprehend (Van 

Teijlingen & Hundley, 2002). Data were gathered via the online survey tool, Survey 

Monkey, which resulted in a total of 102 completed surveys. To examine the 

psychometric properties of the scales, data analysis involved computing measures of 

central tendency and dispersion, factor analysis and reliability analyses. This process 

of analysis resulted in the deletion of 20 measures, the same items identified by 

members of the expert panel (refer Table 4.2). Specifically, these measures, shown in 

Table 4.4 were deleted because of high correlations with other items (i.e., >0.9) 

(Tabachnick & Fidell, 2007). All other measures met acceptable correlations (i.e., >0.3 

and <0.9), factor loadings (i.e., >0.7), variance explained (i.e., >50%) and reliability 

scores (i.e., α > 0.7) (Hair et al., 2010; Hair et al., 2017; Tabachnick & Fidell, 2007). An 

overview of these results is presented in Appendix Two. 
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Table 4.4: Changes Made from Pilot Study 
 
Construct 

 
Examples of Items 

 
Action 

Need Gratification: 
 
Material Resources  
(Need Gratification)  

“The level of remuneration (e.g., pay and other benefits) provided by my 
organisation makes me feel delighted” 
“The resources (e.g., physical or virtual facilities, equipment or tools of 
my job) provided by my organisation encourages me to show extra 
initiative”  
 

Deleted because of 
high correlations with 
other measures (i.e., 
>0.9). 
 
 

Resources of 
Authority  
(Need Gratification) 

“The collaboration (e.g., cooperation, joint decision making, and sharing 
of information) adopted by my current organisation makes me feel 
delighted” 
“The collaboration (e.g., cooperation, joint decision making, and sharing 
of information) adopted by my current organisation encourages me to 
show extra initiative” 

Deleted because of 
high correlations with 
other measures (i.e., 
>0.9). 
 

 
Procedural Rules  
(Need Gratification) 

 
“The policies (e.g., formal rules) adopted by my current organisation 
makes me feel delighted” 
“The procedures (e.g., step by step processes) adopted by my current 
organisation encourage me to show extra initiative” 

 
Deleted because of 
high correlations with 
other measures (i.e., 
>0.9). 
 
 

Moral Rules  
(Need Gratification) 

 

“The culture (e.g., atmosphere, accepted behaviours, values and norms) 
of my current organisation makes me feel delighted” 
“The culture (e.g., atmosphere, accepted behaviours, values and norms) 
of my current organisation encourages me to show extra initiative” 

Deleted because of 
high correlations with 
other measures (i.e., 
>0.9). 
 
 

Internal-internal 
stakeholder 
exchanges  
(Need Gratification) 

“The relationships I have with management (i.e., supervisors and other 
managers) in my current organisation makes me feel delighted” 
“The relationships I have with my co-workers in my current organisation 
encourage me to show extra initiative” 

Deleted because of 
high correlations with 
other measures (i.e., 
>0.9). 

 
Internal-external 
stakeholder 
exchanges  
(Need Gratification) 

 
“The relationships I have with external stakeholders (e.g., customers, 
suppliers, shareholders and other agencies) in my current organisation 
make me feel delighted” 
“The relationships I have with external stakeholders (e.g., customers, 
suppliers, shareholders and other agencies) in my current organisation 
encourage me to show extra initiative” 

 
Deleted because of 
high correlations with 
other measures (i.e., 
>0.9). 

 
Total Number of Remaining Items                                                                                                       80 

 
 

Having concluded three phases of survey development, the final survey, comprised of 

80 items (measuring 10 constructs and 9 demographic variables), as graphically 

depicted in Figure 4.3. 
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Figure 4.3: Model of Value Creation: An Internal Customer Perspective – with 
Survey Items 

 

4.3.3.  Sampling Procedure 

The next step in the research design involves establishing the sampling procedure 

(Zikmund et al., 2014) (refer Figure 4.1). Essentially, this stage involves identifying the 

target population holding necessary information to address the research objective 

(Aaker et al., 2007). As this research is concerned with understanding the internal 

customer, namely, their opinions and perceptions associated with elements of their 

employment, this study’s population of interest consists of individuals who are currently 

employed (but not self-employed) and a non-probability purposive sampling technique 

was considered suitable to sample this population. Specifically, to gain an accurate 

picture of temporal influences (a key construct in the model), it was important to 

achieve a sufficient sample of both full-time and part-time individuals; therefore, a 

nonprobability quota sampling technique was employed (Kumar et al., 2002).  

4.3.3.1.  Anticipated Data Analysis 

In consideration of analytical issues in the planning stages, measurements of central 

tendency and dispersion, visual inspection of normality, exploratory factor analysis and 

assessments of internal consistency were considered appropriate for the preliminary 

analysis. However, Partial Least Squares (PLS) will be used to test the hypothesised 
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relationships in Chapter Three. PLS is particularly useful, given that this SEM package 

will accommodate the formative nature of variables in this study (i.e., ICPV and need 

gratification associated with value stimuli) (Haenlein & Kaplan, 2004; Hair et al., 2017). 

The next stage of the research planning process is data collection (refer Figure 4.1). 

4.3.4.  Data Collection, Timing and Costs  

A key consideration throughout data collection was common method bias or common 

method variance (CMV). This type of self-report bias causes inflated correlations 

between constructs in cross-sectional self-report studies (Podsakoff, MacKenzie, Lee & 

Podsakoff, 2003). Although commonly debated as overstated (e.g., Lindell & Whitney, 

2001; Spector, 1987; 2006), most researchers agree CMV is a potential issue for 

researchers (Podsakoff et al., 2003). For instance, Podsakoff et al. (2003) argues that 

common method bias is the prime cause of measurement error, which threatens the 

validity of conclusions about relationships between constructs. A key factor determining 

CMV is the time and location of measurement (Podsakoff et al., 2003). In other words, 

measures collected at the same time and place may be retained in the respondents’ 

short-term memory and therefore, influence the responses of other measures. More 

specifically, self-report job satisfaction scales are susceptible to CMV (Cote & Buckley, 

1987; Crampton & Wagner, 1994). For these reasons, the survey instrument of this 

study was administered in a time-lagged design. Data collection was facilitated over 

two waves, the first survey collecting all satisfaction-related measures and 24 hours 

later, the second instrument was released to the same respondents, collecting all 

motivation-related items. Each survey instrument is presented in Appendix three and 

four. 

A third-party market research agency was engaged to collect data via Amazon’s 

Mechanical Turk (MTurk). Data gathered through this website were as reliable as data 

collected from conventional methods, given that MTurk respondents are more 

demographically diverse than standard Internet and American college samples 

(Buhrmester, Kwang & Gosling, 2011). The first wave of data collection generated 724 

responses, and the second wave, administered to same participants, produced a 

sample size of 627, representing an attrition rate of 86.6%. Data collection was 

facilitated over a one-week period costing $US3200, equivalent to $US5.10 per 

completed response. 
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4.4.  CONCLUSION 

The aim of research is to objectively generate information (Zikmund et al., 2014). As 

such, this chapter presents a systematic research plan (i.e., research design). Initially, 

consideration of a postpositivist worldview resulted in a quantitative methodology being 

employed. Then, the remaining parts of Chapter Four follow Zikmund et al.’s (2014) 

research planning process including the specification of the research problem, 

research design, sampling and data collection procedures. It was concluded that an 

online self-administered survey instrument was deemed most appropriate to address 

the hypotheses of this study. The outstanding stages of the research planning process, 

namely, data analysis and drawing conclusions (refer Figure 4.1) are discussed in 

Chapters Five and Six.  
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5.0.  RESULTS         

“Social science researchers have been using statistical analysis tools for 
many years to extend their ability to develop, explore, and confirm research 
findings.”  

(Hair et al., 2017, p. 1) 

5.1.  INTRODUCTION 

Chapter Two’s literature review informed the Model of Value Creation: An Internal 

Customer Perspective presented in Chapter Three (refer Figure 3.4). With a view to 

empirically testing the relationships proposed in this model, Chapter Four followed a 

methodological research planning process, which included justification for an online 

self-administered survey. This discussion detailed a rigorous survey development 

process resulting in the specification of survey items and data collection procedures. 

Having collected data, the next step is to follow a rigorous process of analysis. 

Accordingly, this chapter presents the systematic analytical processes, associated with 

inner model and outer model testing, using Partial Least Squares Structural Equation 

Modelling (PLS-SEM). However, prior to such testing, a review of the data screening 

procedure and presentation of the resultant sample characteristics are important first 

steps. 

5.2.  DATA SCREENING 

Data collection resulted in a total of 627 responses. As discussed in Chapter Four, the 

online survey was designed to elicit forced responses to all scale items. As a result 

there were no missing data. However, to identify suspicious response patterns, data 

were visually screened for (1) unusual response patterns, (e.g., straight-lining and 

inconsistent answering) and (2) cases that failed the instructional manipulation check 

(refer Chapter Four). In addition, the normality of data was assessed to identify any 

possible case-specific irregularities. To achieve this, the Statistical Software Package 

for Social Sciences (i.e., IBM SPSS) was utilised to review skew and kurtosis statistics, 

and produce box plots for visual inspection. This process of data screening resulted in 

the deletion of 9 cases, reducing the empirical analysis sample to 618 respondents, the 

characteristics of which are described in the ensuing section. 
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5.3.  SAMPLE PROFILE 

The sample consisted of USA-based respondents, the demographic characteristics of 

which are outlined in Table 5.1. Males represented slightly more than half the sample 

(51%) and females 49%. Respondents ranged from 19 to 71 years old, with an 

average age of 37 years. Responses were spread across full-time employees (59.8%) 

and part-time employees (40.2%), with tenure ranging from one month to 30 years (i.e., 

median tenure was an approximate 5.5 years). In relation to position classification, 

more than half the sample held entry-level positions (52.7%), followed by 32.3% 

occupying middle management roles, and the remaining 15% employed in senior 

management and other positions. The majority of respondents fell into the lower to 

middle income level, with 63.2% earning less than $US45,000 per annum. 

Respondents were employed across a variety of industries, such as education (11.7%), 

retail trade (14.5%), financial services (8.0%), professional consulting (4.7%), 

administration and support services (13.5%), health (10.4%), wholesale trade (2.3%), 

travel and hospitality (7.2%), and other services (27.7%). Finally, with respect to 

organisation size, 53.2% of respondents were employed in small- to medium-size 

firms, while the remainder (46.8%) were employed in large and enterprise firms.  

Table 5.1: Sample Profile 

 
Gender 

 
Male 

 
51.0% 

 
Industry 

 
Education 

 
11.7% 

 Female 49.0%  Retail Trade 14.5% 
    Financial Services 8.0% 
Age (Years) Mean 37  Professional Consult. 4.7% 
 Range 19 - 71  Admin & Support 13.5% 
    Health 10.4% 
Employment Full Time 59.8%  Wholesale Trade 2.3% 
Status Part Time 40.2%  Travel/Hospitality 7.2% 
    Other Services 27.7% 
Tenure  Mean 5.49    
(Years) Range .08 - 30 Organisation  Small (< 20) 19.7% 
   Size Medium (20-199) 33.5% 
Position Entry Level 52.7% (Employees) Large (200-499) 13.0% 
 Middle Management 32.3%  Enterprise (500+) 33.8% 
 Senior Management 4.6%    
 Other 10.4%    
      
Income < $24,999 29.8%    
 $25,000-$44,999 33.4%    
 $45,000-$54,999 12.2%    
 $55,000-$64,999 9.0%    
 $65,000-$74,999 5.5%    
 > $75,000 10.1%    
      

5.4.  ANALYTICAL APPROACH  

Having described the sample profile, the next consideration is selecting the most 

appropriate analytical approach to address this study’s hypotheses. Social scientists 
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have applied first generation statistical approaches (e.g., factor analysis and 

regression) throughout the last century (Fornell, 1982; Hair et al., 2017). However, 

many researchers (e.g., Bagozzi & Yi, 1988; Fornell & Larcker, 1981; Hair, Ringle & 

Sarstedt, 2011) now rely on second-generation techniques for data analysis. These 

approaches, known as Structural Equation Modelling (SEM), are statistical techniques 

utilised for the measurement of relationships between latent variables (Hair et al., 

2017). In particular, SEM measures unobserved variables, which enables the empirical 

testing of complete theories and concepts (Henseler, Ringle & Sinkovics, 2009; 

Sarstedt & Ringle, 2010; Steenkamp & Baumgartner, 2000). 

SEM techniques are categorised as covariance-based (CB-SEM) (e.g., AMOS, LISREL 

and EQS) or variance-based; for example, Partial Least Squares (PLS-SEM) (Chin, 

1998a; Chin, Marcolin & Newsted, 2003: Hair, Sarstedt, Ringle & Mena, 2012). 

Historically, CB-SEM has been more commonly applied: however, over the past 

decade, the use of PLS-SEM has gained momentum among social scientists (e.g., 

Alpert, Kamins, Sakano, Onzo & Graham, 2001; Carlson & O’Cass, 2010; King & 

Grace, 2010). Developed by Wold (1974; 1982; 1985), PLS-SEM is a path modelling 

technique offering many distinct advantages, including the accommodation of small 

sample sizes, large and complex models, and formative and reflective variables (Hair 

et al., 2011; Henseler et al., 2009).  

Specifically, it is important that the analytical approach is congruent with the goals of 

the research at hand. Given the exploratory nature of this study, and considering the 

characteristics of the measurement models, which include both reflective and formative 

indicators, PLS-SEM was chosen as the most appropriate form of analysis 

(Diamantopoulos & Winklhofer, 2001; Navarro, Acedo, Losada & Ruzo, 2011). The 

goals of this research include the explanation of a target construct’s variance (Hair et 

al., 2012) and subsequent prediction (Hair, Ringle & Sarstedt, 2013), thus supporting 

the choice of PLS-SEM over other SEM approaches which have strengths in the area 

of theory testing or confirmation (Hair et al., 2017). Furthermore, PLS-SEM 

accommodates complex modelling (relevant to this research) and avoids indeterminacy 

problems of other SEM techniques (Jarvis, MacKenzie & Podsakoff, 2003). As such, 

this study is guided by the systematic procedure of Hair et al. (2017), which outlines 

the appropriate PLS-SEM procedures (refer Figure 5.1). 



87 
 

Figure 5.1: A Systematic Procedure for Applying PLS-SEM 

  

Previous chapters have served to begin the process (as outlined in Figure 5.1) 

whereby the structural model and measurement models were specified, and data 

collection and examination were discussed in Chapters Three and Four. This chapter 

begins, at stage four of the process, with the details of the PLS path model specified.  

5.4.1.  Specifying the Structural Model (Inner Model) 

The initial stage of applying PLS-SEM is specifying the structural model (i.e., inner 

model). Informed by theory and logic, a structural model illustrates hypotheses and 

relationships between latent variables (Hair et al., 2017). Theory and logic, discussed 
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in Chapters Two and Three, form the basis of this research’s structural model (refer 

Figure 5.2).  

Figure 5.2: Structural Model (Inner Model) of this Study 

 
 

This model, shown in Figure 5.2, comprises exogenous and endogenous latent 

variables (Hair et al., 2017). Constructs displayed on the left of the structural model 

(i.e., independent variables) are considered exogenous latent variables, whereas 

endogenous variables are presented on the right (i.e., dependent variables) (Hair et al., 

2017). The exogenous variables in this study are material resources (need 

gratification), resources of authority (need gratification), procedural rules (need 

gratification), moral rules (need gratification), internal-internal stakeholder exchanges 

(need gratification) and internal-external stakeholder exchanges (need gratification). 

The endogenous variables are monetary value (compensation), functional value (task-

related), emotional value (intrinsic rewards) and social value (relational). This study’s 

structural model also consists of two moderating variables, tenure and employment 

status. In addition, Figure 5.2 also provides a graphic depiction of the hypothesised 

relationships and Table 5.2 re-iterates the hypotheses of this study. 
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Table 5.2: Hypothesised Relationships in the Structural Model (Inner Model) 

No. Hypothesis 
  
H1a Need gratification (i.e., satisfaction and motivation), derived from the firm’s material resources, will have 

a significant positive effect on overall internal customer perceived value (ICPV).  
 

H1b Need gratification (i.e., satisfaction and motivation) derived from the firm’s material resources will have 
more impact on monetary value (compensation) and functional value (task-related) than other individual 
dimensions of ICPV. 
 

H2a Need gratification (i.e., satisfaction and motivation), derived from the firm’s resources of authority, will 
have a significant positive effect on overall internal customer perceived value (ICPV). 
 

H2b Need gratification (i.e., satisfaction and motivation) derived from the firm’s resources of authority will 
have more impact on functional value (task-related) than other individual dimensions of ICPV. 
 

H3a Need gratification (i.e., satisfaction and motivation), derived from the firm’s procedural rules, will have a 
significant positive effect on overall internal customer perceived value (ICPV). 
 

H3b Need gratification (i.e., satisfaction and motivation) derived from the firm’s procedural rules will have 
more impact on functional value (task-related) than other individual dimensions of ICPV. 
 

H4a Need gratification (i.e., satisfaction and motivation), derived from the firm’s moral rules, will have a 
significant positive effect on overall internal customer perceived value (ICPV).  
 

H4b Need gratification (i.e., satisfaction and motivation) derived from the firm’s moral rules will have more 
impact on emotional value (intrinsic rewards) than other individual dimensions of ICPV. 
 

H5a Need gratification (i.e., satisfaction and motivation), derived from the firm’s internal-internal stakeholder 
exchanges, will have a significant positive effect on overall internal customer perceived value (ICPV). 
 

H5b Need gratification (i.e., satisfaction and motivation) derived from the firm’s internal-internal stakeholder 
exchanges will have more impact on functional value (task-related), social value (relational) and 
emotional value (intrinsic rewards) than monetary value (compensation). 
 

H6a Need gratification (i.e., satisfaction and motivation), derived from the firm’s internal-external stakeholder 
exchanges, will have a significant positive effect on overall internal customer perceived value (ICPV). 
 

H6b Need gratification (i.e., satisfaction and motivation) derived from the firm’s internal-external stakeholder 
exchanges will have more impact on emotional value (intrinsic rewards) than other individual dimensions 
of ICPV. 
 

H7 The relationships between need gratification (i.e., satisfaction and motivation) and perceived value (i.e., 
monetary, functional, emotional and social) will be moderated by temporal influences: (a) tenure (b) 
employment status. 
 

 

5.4.2.  Specifying the Measurement Models (Outer Models) 

The next stage of applying PLS–SEM is specifying the measurement models (i.e., 

outer models) (Hair et al., 2017). The structural model describes relationships between 

latent variables, whereas measurement models present the latent variables’ underlying 

indicators (i.e., scale items) (Henseler et al., 2009). As outlined in Chapter Four, latent 

variable measures were established from a rigorous survey development process, 

resulting in all constructs being measured via multiple items.  

Measurement models can be characterised by their hierarchical level (i.e., first or 

second order) and variable type (i.e., formative or reflective) (Becker, Klein & Wetzels, 

2012: Chin 1998b; Diamantopoulos & Siguaw, 2006). In particular, measurement 

models with a single layer of constructs are considered to be first order constructs, 
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while constructs with two levels are second order constructs (Hair et al., 2017). Further 

distinction involves formative variables, which assume each indicator determines or 

influences a construct, while reflective measures represent reflections or 

manifestations of the construct (Podsakoff, Shen & Podsakoff, 2006). Accordingly, this 

research’s latent variables, hierarchical level and variable type are shown in Table 5.3. 

In summary, this study involves 14 first-order reflective measurement models and four 

second-order formative measurement models.  

Table 5.3: Latent Variables in this Study 

 
Code 

 
Construct 

 
Hierarchical Level 

 
Variable Type 

 
ICPV 

 
Internal Customer Perceived Value  

 
Second Order  

 
Formative 

PVMON Monetary Value (Compensation)  First Order Reflective 
PVFUN 
PVEMO 
PVSOC 
 

Functional Value (Task-Related) 
Emotional Value (Intrinsic Rewards) 
Social Value (Relational)  

First Order 
First Order 
First Order 

Reflective 
Reflective 
Reflective 

MATRES 
MPAY 
MRES 
MTEC 

Material Resources (Need Gratification) 
Remuneration  
Resources 
Technology 

Second Order 
First Order 
First Order 
First Order 

Formative 
Reflective 
Reflective 
Reflective 
 

RESAUT Resources of Authority (Need Gratification) First Order Reflective 
 
PRORUL 
PPOL 
PPRO 

 
Procedural Rules (Need Gratification) 
Policies 
Procedures 
 

 
Second Order 
First Order 
First Order 

 
Formative 
Reflective 
Reflective 

MMOR 
 
INTINT 
 
MAN 
COWORK 
 
INTEX 

Moral Rules (Need Gratification) 
 
Internal-Internal Stakeholder Exchanges  
(Need Gratification) 
Management 
Co-Workers 
 
Internal-External Stakeholder Exchanges 
(Need Gratification) 

First Order 
 
 
Second Order 
First Order 
First Order 
 
 
First Order 

Reflective 
 
 
Formative 
Reflective 
Reflective 
 
 
Reflective 
 

   

5.5.  RESULTS 

The previous sections have clearly specified the inner and outer models of this study. 

The next steps, according to Hair et al. (2017) in Figure 5.1, involve the assessment 

and presentation of results in terms of (1) the outer model reflective measures, (2) the 

outer model formative measures, and (3) the structural model. Details of appropriate 

analyses, for each of these model assessment stages, appear in Figure 5.3. 
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Figure 5.3: Evaluation of PLS-SEM Results  

 
 

5.5.1.  Outer Model Results (Reflective Measures) 

According to Hair et al. (2017), the evaluation of reflective measurement models 

involves the assessment of reliability (at item and construct level), convergent validity 

and discriminant validity. As such, these assessments are discussed accordingly. 

5.5.1.1.  Reliability 

Prior to examining the reliability of the reflective measures, it was important to inspect 

the bivariate correlations between items within each reflective construct so that 

correlation sufficiency could be established and any redundant measures identified. 

Specifically, correlation coefficients below .3 lack patterned relationships, and 

correlations above .9 imply redundancy through multicollinearity (Yong & Pearce, 

2013). The results indicated that all correlations fell within acceptable limits, except for 

one item (i.e., PVEMO4), which was highly correlated (i.e., > .90) with most other 

PVEMO measures. On this basis, this item was excluded from further analyses (refer 

Table 5.6 for details relating to this item).  
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Data were then further assessed for indicator and construct reliability. Indicator 

reliability is assessed through each item’s factor loadings. Hair et al. (2017) advocates 

that factor loadings above .70 are satisfactory. Accordingly, PLS-SEM was employed 

to calculate the absolute value of factor loadings and their associated significance 

levels (i.e., t > .96) for each construct indicator. All factor loadings were above the 

required level (i.e., >.70) and significant (i.e., p < .05), with the exception of one item 

(i.e., PVFUN5). On this basis, this item was deleted from further analysis (refer Table 

5.6), with the remaining items exhibiting strong factor loadings, ranging from .74 to .96 

(refer Table 5.7). 

In addition, the reliability of each construct was also assessed. This type of reliability, 

known as internal consistency reliability, is evaluated by either Cronbach’s alpha or 

composite reliability. Cronbach’s alpha assumes all indicators are equally reliable, 

whereas composite reliability amalgamates the different reliability loadings from each 

indicator (Hair et al., 2017). Accordingly, composite reliability is a more accurate 

approach and thus, was deemed as most appropriate for this study. Moreover, as 

Cronbach’s alpha is a well-established measure in social science research, this 

statistic was also deemed worthy of consideration (Hair et al., 2017). Internal 

consistency reliability (i.e., Cronbach’s alpha and composite reliability) varies from 0 to 

1, whereby values greater than .70 are satisfactory (Henseler et al., 2009). In this 

study, composite reliabilities ranged from .93 to .97 and Cronbach’s alpha ranged from 

.90 to .96, thus establishing the internal consistency of all measures (refer Table 5.7). 

5.5.1.2.  Convergent Validity 

Having established the reliability of measures, the next step involved the examination 

of convergent validity. Convergent validity relates to the extent to which a series of 

indicators represent one and the same construct (Henseler et al., 2009). Convergent 

validity is assessed by the average variance extracted (AVE) (Fornell & Larcker, 1981), 

whereby values above .5 are considered sufficient (Hair et al., 2017; Henseler et al., 

2009). In this study, the AVEs for the fourteen reflective constructs ranged from .73 to 

.89, thus establishing the convergent validity of the measures (refer Table 5.7). 

5.5.1.3.  Discriminant Validity 

The assessment of discriminant validity is the final step in examining the integrity of the 

reflective measure models (Hair et al., 2017). Discriminant validity refers the extent to 

which a construct is distinct from other construct measures (Hair et al., 2017). The 

widely accepted means of assessing discriminant validity is the Fornell-Larcker 
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criterion, which compares the square root of AVE values with correlations of latent 

variables. More precisely, discriminant validity is realised when the square root of each 

construct’s AVE is greater than its highest correlation with other constructs (Hair et al., 

2017; Henseler et al., 2009). Accordingly, the Fornell-Larcker criterion was used to 

evaluate the discriminant validity of all 14 reflective measures in this study (refer Table 

5.4).  

Table 5.4: Assessment of Discriminant Validity (Reflective Measures) 

 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

Largely, discriminant validity was confirmed, with the exception of PPOL and PPRO, 

which failed to discriminate. Recall from Table 5.3 that PPOL (i.e., policies) and PPRO 

(i.e., procedures) were first-order reflective measures associated with the second-order 

formative construct PRORUL (i.e., procedural rules). It is suggested here that the non-

discriminant nature of these reflective constructs indicates respondents’ inability to 

differentiate between policies and procedures when answering the survey questions. 

This makes sense, given that procedures are underpinned by policies and often 

referred to interchangeably. On this basis, the six items reflecting PPOL and the six 

items reflecting PPRO where collapsed into one 12-item first-order reflective construct, 

labelled as PRORUL, which is an appropriate remedy to address discriminant validity 

issues (Henseler, Ringle & Sarstedt, 2015). 

Importantly, it was then necessary to re-run the factor analysis to examine the merged 

variable (i.e., PRORUL) in terms of reliability and convergent validity. Factor analysis 

revealed two problematic items (PPOL4 and PPRO4), which had insufficient, non-

significant factor loadings (refer Table 5.6). Therefore these items were removed and 

the remaining ten items re-factor analysed. The results indicated that all remaining 

factor loadings were greater than .70 (i.e., ranging from .70 to .94); composite reliability 

 1 2 3 4 5 6 7 8 9 10 11 12 13 14 
 
EXTEX  

 
.89 

             

ICOW  .41 .87             
IMAN  .35 .63 .90            
MMOR  .40 .73 .78 .88           
MPAY .30 .43 .61 .58 .90          
MRES .37 .52 .68 .68 .68 .89         
MTEC .33 .48 .58 .61 .66 .81 .88        
PPOL  .37 .52 .71 .71 .67 .78 .69 .87       
PPRO  .40 .56 .71 .72 .66 .80 .70 .90 .87      
PVEMO .39 .48 .69 .70 .61 .68 .58 .68 .68 .95     
PVFUN .22 .53 .61 .64 .51 .62 .51 .57 .59 .55 .87    
PVMON .24 .34 .49 .47 .87 .56 .56 .54 .55 .48 .51 .94   
PVSOC .35 .77 .57 .63 .43 .52 .45 .49 .51 .51 .51 .33 .85  
RESAUT .43 .74 .79 .82 .61 .73 .64 .73 .76 .68 .61 .51 .64 .89 
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was .96 and the AVE was .73. On this basis, the newly formed reflective PRORUL 

variable surpassed reliability and convergent validity requirements. Finally, it was 

important to re-run the Fornell-Larcker discriminant validity test, including the newly 

formed variable, PRORUL. As shown in Table 5.5, the second round of discriminant 

validity testing confirmed the discriminant nature of the data. 

Table 5.5: Re-assessment of Discriminant Validity (Reflective Measures)  

 
 
 
 
 
 
 
 
    
 

 

5.5.1.4.  Reflective Measures – Summary 

The process of assessing the first-order reflective measures via reliability analysis and 

validity testing (i.e., convergent and discriminant validity) resulted in the deletion of four 

survey items (i.e., PVEMO4, PVFUN5, PPOL4 and PPRO4). Details are shown in 

Table 5.6. 

Table 5.6: Items Deleted in Analysis of Reflective Measures 

Construct Item Reason for Deletion 
 
PVEMO4  

 

It makes me feel good to work in my current organisation. 

 

Highly correlated (>.90) with 
other items 

 

PVFUN5 In my current organisation, I am supported to make changes 
to my job as I see fit. 

Factor loading non – 
significant i.e., <.70, t value < 
1.96  

 

PPOL4 

 
 

PPRO4 

 

The policies (e.g., formal rules) adopted by my current 
organisation enthuse me to do the best I can. 

 

The procedures (i.e., step-by-step processes) adopted by 
my current organisation enthuse me to do the best I can.  

 

Factor loading non – 
significant i.e., <.70, t value < 
1.96 

 

As a result of outer model testing of the reflective measures, the initially proposed first-

order reflective/second-order formative construct, PRORUL, was collapsed to a first-

order reflective construct. Thus, the data are now represented by three second-order 

 1 2 3 4 5 6 7 8 9 10 11 12 13 
EXTEX  .89             
ICOW  .41 .87            
IMAN  .35 .63 .90           
MMOR  .40 .73 .78 .87          
MPAY .30 .43 .61 .58 .90         
MRES .37 .52 .68 .68 .68 .89        
MTEC .33 .48 .58 .61 .66 .81 .89       
PRORUL .39 .60 .73 .74 .66 .81 .72 .85      
PVEMO .39 .48 .69 .70 .61 .68 .58 .69 .94     
PVFUN .22 .53 .61 .64 .51 .62 .51 .59 .52 .87    
PVMON .24 .34 .49 .47 .87 .56 .56 .54 .47 .48 .94   
PVSOC .35 .77 .57 .63 .43 .52 .45 .49 .48 .47 .32 .85  
RESAUT .43 .74 .79 .82 .61 .73 .64 .73 .70 .58 .61 .61 .88 
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formative variables and 13 first-order reflective variables. Details of all the preliminary 

analyses associated with the first-order reflective variables appear in Table 5.7. 
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Table 5.7: Preliminary Analysis - First Order Reflective Measures 

CODE ITEM WORDING  Mean (Std. Dev) Loading  
(t-value) 

CI BCa* Sig. 

 
PVMON 

 
ICPV Dimension: Monetary Value (Compensation) 

    

 In my current organisation,...     
PVMON1 the pay I receive is good, compared to other people in a similar job. 4.48 (1.58) .91 (100.48) [.898; .934] ✓ 
PVMON2 my remuneration package (e.g., pay and bonuses) is very attractive. 4.02 (1.80) .92 (115.28) [.906; .935] ✓ 
PVMON3 I am paid well for the job I do. 4.26 (1.73) .96 (199.30) [.948; .968] ✓ 
PVMON4 I am appropriately compensated for my work. 4.40 (1.70) .94 (126.67) [.924; .954] ✓ 
  AVE .88 C.R. .97 α = .95  
PVFUN ICPV Dimension: Functional Value (Task-Related)     
 In my current organisation,...     
PVFUN1 I get all the help (i.e., assistance and support) I need to do a good job. 4.91 (1.54) .82 (32.94) [.769; .866] ✓ 
PVFUN2 I am well trained for the tasks I need to perform. 5.41 (1.44) ,90 (75.56) [.881; .927] ✓ 
PVFUN3 I am well informed of the tasks associated with my job. 5.52 (1.33) .89 (46.04) [.843; .916] ✓ 
PVFUN4 I am provided with clear guidelines in relation to my job. 5.27 (1.51) .88 (48.05) [.833; .905] ✓ 
  AVE .76 C.R. .93 α = .90  
PVEMO ICPV Dimension: Emotional Value (Intrinsic Rewards)     
 In my current organisation,...     
PVEMO1 I enjoy the work that I do in my current organisation. 5.30 (1.55) .94 (148.71) [.925; .950] ✓ 
PVEMO2 I Iook forward to going to work everyday in my current organisation. 4.64 (1.75) .94 (121.53) [.919; .947] ✓ 
PVEMO3 I like working in my current organisation. 5.20 (1.62) .96 (211.99) [.948; .966] ✓ 
PVEMO5 It gives me pleasure to work in my current organisation. 4.87 (1.75) .95 (195.24) [.940; .959] ✓ 
  AVE .89 C.R. .97 α = .96  
PVSOC ICPV Dimension: Social Value (Relational)     
 In my current organisation,...     
PVSOC1 I have formed strong friendships. 4.91 (1.69) .89 (84.63) [.873; .913] ✓ 
PVSOC2 I socialise with co-workers outside the workplace. 4.13 (1.95) .82 (49.40) [.788; .848] ✓ 
PVSOC3 I can confide in people at work. 4.54 (1.68) .87 (68.75) [.841; .891] ✓ 
PVSOC4 I feel I can trust my co-workers a great deal. 4.99 (1.49) .82 (45.38) [.781; .850] ✓ 
PVSOC5 I look forward to seeing my co-workers everyday. 4.97 (1.50) .87 (75.20) [.843; .888] ✓ 
PVSOC6 I have at least one true friend. 4.78 (1.91) .84 (53.56) [.811; .871] ✓ 
  AVE .73 C.R. .94 α = .92  
MPAY Material Resources (MATRES) Dimension: Remuneration     
 The level of remuneration (e.g., pay and other financial benefits) provided by my current organisation... 
MPAY1 encourages me to stay. 4.19 (1.92) .90 (79.96) [.878; .921] ✓ 
MPAY2 makes me enjoy working there. 4.01 (1.85) .91 (84.47) [.885; .927] ✓ 
MPAY3 makes it all worthwhile. 4.03 (1.86) .90 (79.94) [.880; .923] ✓ 
MPAY4 enthuses me to do the best I can. 4.26 (1.80) .91 (102.80) [.891; .927] ✓ 
MPAY5 motivates me to work through my breaks when required. 3.61 (1.89) .83 (49.06) [.798; .864] ✓ 
MPAY6 prompts me to go above and beyond the call of duty. 3.81 (1.79) .93 (139.58) [.911; .938] ✓ 
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  AVE .81 C.R. .96 α = .95  
MRES Material Resources (MATRES) Dimension: Resources     
 The resources (e.g., physical or virtual facilities, equipment or tools of my job) provided by my current organisation… 
MRES1 encourages me to stay. 4.21 (1.76) .91 (86.51) [.884; .925] ✓ 
MRES2 makes me enjoy working there. 4.30 (1.73) .89 (76.23) [.868; .914] ✓ 
MRES3 makes it all worthwhile. 4.06 (1.77) .91 (90.33) [.882; .921] ✓ 
MRES4 enthuses me to do the best I can. 4.46 (1.71) .88 (71.88) [.850; .897] ✓ 
MRES5 motivates me to work through my breaks when required. 3.61 (1.79) .84 (53.55) [.810; .872] ✓ 
MRES6 prompts me to go above and beyond the call of duty. 3.94 (1.72) .90 (90.53) [.879; .919] ✓ 
  AVE .79 C.R. .96 α = .95  
MTEC Material Resources (MATRES) Dimension: Technology     
 The technology (e.g., computer hardware and software, telecommunications, etc.) provided by my current organisation…  
MTEC1 encourages me to stay. 3.96 (1.77) .90 (73.69) [.875; .922] ✓ 
MTEC2 makes me enjoy working there. 4.14 (1.77) .90 (79.56) [.873; .917] ✓ 
MTEC3 makes it all worthwhile. 3.89 (1.82) .90 (76.22) [.874; .919] ✓ 
MTEC4 enthuses me to do the best I can. 4.09 (1.78) .88 (70.35) [.852; .901] ✓ 
MTEC5 motivates me to work through my breaks when required. 3.42 (1.81) .83 (50.11) [.796; .862] ✓ 
MTEC6 prompts me to go above and beyond the call of duty. 3.79 (1.76) .88 (71.49) [.855; .906] ✓ 
  AVE .78 C.R. .95 α = .94  
RESAUT Resources of Authority     
 The collaboration (e.g., cooperation, joint decision making, and sharing of information) adopted by my current organisation… 
RESAUT1 encourages me to stay. 4.50 (1.75) .91 (90.97) [.884; .922] ✓ 
RESAUT 2 makes me enjoy working there. 4.59 (1.77) .91 (95.34) [.891; .929] ✓ 
RESAUT 3 makes it all worthwhile. 4.35 (1.76) .90 (80.04) [.880; .920] ✓ 
RESAUT 4 enthuses me to do the best I can. 4.60 (1.74) .89 (85.54) [.871; .911] ✓ 
RESAUT 5 motivates me to work through my breaks when required. 3.91 (1.90) .81 (46.71) [.774; .842] ✓ 
RESAUT 6 prompts me to go above and beyond the call of duty. 4.35 (1.80) .90 (89.75) [.874; .912] ✓ 
  AVE .79 C.R. .96 α = .95  
PRORUL Procedural Rules     
 The policies (e.g., formal rules) adopted by my current organisation…  
PPOL1 encourage me to stay. 4.23 (1.76) .88 (80.53) [.858; .901] ✓ 
PPOL2 make me enjoy working there. 4.29 (1.74) .88 (72.41) [.855; .903] ✓ 
PPOL3 make it all worthwhile. 4.09 (1.76) .90 (81.02) [.872; .915] ✓ 
PPOL5 motivate me to work through my breaks when required. 3.55 (1.76) .75 (33.30) [.710; .797] ✓ 
PPOL6 prompt me to go above and beyond the call of duty. 3.99 (1.66) .82 (47.98) [.782; .850] ✓ 
 The procedures (i.e., step-by-step processes) adopted by my current organisation…     
PPRO1 encourage me to stay. 4.23 (1.70) .89 (75.99) [.867; .912] ✓ 
PPRO2 make me enjoy working there. 4.24 (1.69) .88 (71.83) [.856; .903] ✓ 
PPRO3 make it all worthwhile. 4.09 (1.70) .90 (89.97) [.877; .918] ✓ 
PPRO5 motivate me to work through my breaks when required. 3.61 (1.78) .76 (36.15) [.719; .802] ✓ 
PPRO6 prompt me to go above and beyond the call of duty. 4.04 (1.69) .83 (49.74) [.795; .860] ✓ 
  AVE .73 C.R. .96 α = .95  
MORAL Moral Rules     
 The culture (e.g., atmosphere, accepted behaviours, values and norms) of my current organisation …. 
MORAL1 encourages me to stay. 4.97 (1.77) .89 (81.57) [.867; .909] ✓ 
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MORAL2 makes me enjoy working there. 5.02 (1.74) .91 (95.91) [.891; .930] ✓ 
MORAL3 makes it all worthwhile. 4.78 (1.81) .90 (83.26) [.877; .920] ✓ 
MORAL4 enthuses me to do the best I can. 4.98 (1.71) .88 (77.52) [.862; .906] ✓ 
MORAL5 motivates me to work through my breaks when required. 4.14 (1.97) .77 (36.74) [.725; .808] ✓ 
MORAL6 prompts me to go above and beyond the call of duty. 4.68 (1.79) .89 (65.22) [.856; .911] ✓ 
  AVE .76 C.R. .95 α = .94  
MAN Internal-Internal Exchanges (INTINT) Dimension: Management 
 The relationships I have with management (i.e., supervisors and other managers) in my current organisation …. 
MAN1 encourage me to stay. 4.75 (1.86) .91 (32.46) [.881; .925] ✓ 
MAN2 make me enjoy working there. 4.70 (1.82) .92 (96.35) [.901; .938] ✓ 
MAN3 make it all worthwhile. 4.48 (1.85) .91 (81.69) [.881; .924] ✓ 
MAN4 enthuse me to do the best I can. 4.87 (1.83) .91 (104.53) [.892; .926] ✓ 
MAN5 motivate me to work through my breaks when required. 4.13 (1.99) .82 (45.95) [.787; .853] ✓ 
MAN6 prompt me to go above and beyond the call of duty. 4.64 (1.83) .92 (103.40) [.900; .933] ✓ 
  AVE .81 C.R. .96 α = .95  
COWORK Internal-Internal Exchanges (INTINT) Dimension: CO-WORKERS 
 The relationships I have with my co-workers in my current organisation ….  
COWORK1 encourage me to stay. 5.02 (1.75) .90 (82.86) [.872; .914] ✓ 
COWORK2 make me enjoy working there. 5.18 (1.63) .91 (94.40) [.886; .922] ✓ 
COWORK3 make it all worthwhile. 4.88 (1.78) .90 (85.97) [.874; .914] ✓ 
COWORK4 enthuse me to do the best I can. 5.11 (1.60) .89 (89.36) [.872; .911] ✓ 
COWORK5 motivate me to work through my breaks when required. 4.40 (1.91) .74 (29.26) [.683; .784] ✓ 
COWORK6 prompt me to go above and beyond the call of duty. 4.90 (1.65) .89 (76.82) [.866; .911] ✓ 
  AVE .76 C.R. .95 α = .94  
INTEXT Internal-External Exchanges   
 The relationships I have with external stakeholders (e.g., customers, suppliers, shareholders and other agencies) in my current organisation… 
INTEXT1 encourage me to stay. 3.81 (1.76) .92 (125.53) [.907; .935] ✓ 
INTEXT2 make me enjoy working there. 3.91 (1.78) .92 (109.07) [.897; .931] ✓ 
INTEXT3 make it all worthwhile. 3.81 (1.77) .90 (80.83) [.872; .971] ✓ 
INTEXT4 enthuse me to do the best I can. 4.02 (2.00) .88 (59.26) [.841; .902] ✓ 
INTEXT5 motivate me to work through my breaks when required. 3.51 (1.98) .82 (42.27) [.784; .857] ✓ 
INTEXT6 prompt me to go above and beyond the call of duty. 3.92 (1.97) .88 (64.06) [.851; .908] ✓ 
  AVE .78 C.R. .96 α = .95  

* Bias-corrected confidence Intervals  CR = Composite Reliability
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5.5.2.  Outer Model Results (Formative Measures) 

The evaluation of the formative measures for ICPV, MATRES and INTINT followed a 

two-step process. As argued by Hair et al. (2017), two key issues relating to formative 

measures involve (1) the assessment of the significance and relevance of the formative 

indicators and (2) the assessment of collinearity (refer Figure 5.3). In order to assess 

the integrity of the formative indicators, in isolation to the structural model (i.e., as 

independent constructs), the repeated indicator approach was used (Lohmöller, 1989). 

This approach involves constructing the high-order latent variable on the basis of the 

manifest variables of the underlying lower-order latent variables (Wold, 1982). 

“Consequently, the manifest variables are used twice: (1) for the first-order latent 

variable (“primary” loadings/weights) and (2) for the second-order latent variables 

(“secondary” loadings/weights)” (Becker et al., 2012, p. 365). As such, the path 

coefficients of the lower-order variables to the higher-order variable represent the 

loadings/weights of the formative indicators. 

5.5.2.1.  Formative Measures: Significance and Relevance  

The significance and relevance of formative measures are evaluated on the basis of 

the indicator weights, which provide an indication of their relative contribution to the 

formative construct (Hair et al., 2017). As shown in Table 5.8, outer weights for ICPV 

ranged from .28 to .39; and the outer weights for INTINT ranged from .53 to .57; the 

outer weights for MATRES ranged from .36 to .38. The findings show all weights to be 

significant (i.e., p < .05).  

5.5.2.2.  Formative Measures: Collinearity  

Having established the significant and relevance of the formative measures, it was 

important to identify if collinearity was problematic. In contrast to reflective measures, 

where high correlations are expected, formative measures need not correlate at all. 

Alternatively, formative measures can be highly correlated and this is not problematic, 

providing the correlations exhibit the same directional influence (Coltman, Devinney, 

Midgley & Venaik, 2008). On this basis, it is important to assess the formative 

measures for evidence of collinearity. To do this, the variance inflation factors (VIFs) 

were computed to ensure they did not exceed a value of 5, which would indicate that 

collinearity was an issue (Hair et al., 2017). As shown in Table 5.8, VIFs for ICPV 

ranged from 1.45 to 1.74; VIFs for MATRES ranged from 2.01 to 3.24; and VIFS for 

INTINT were 1.66, thus, providing no evidence of collinearity and substantiating the 

integrity of the formative measures in all cases. 
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Finally, as all three second-order constructs were specified as being formative in 

nature, it was important to empirically substantiate these qualitative choices (Hair et al., 

2017). To do this, confirmatory tetrad analysis (CTA) was conducted in SmartPLS. This 

procedure involves the examination of tetrads (relationship between pair of 

covariances), which, in reflective models, are expected to be zero and thus, vanish 

(Gudergan, Ringle, Wende & Will, 2008). “Therefore, if only one tetrad’s residual value 

is significantly different from zero (i.e., it does not vanish), one can reject the reflective 

measurement model specification and, instead, assume the alternative formative 

specification” (Hair et al., 2017, p. 286). Where there are four indicators of the latent 

construct (e.g., in the case of ICPV), the procedure is straightforward. However, in the 

case of MATRES (i.e., 3 indicators) and INTINT (i.e., 2 indicators), the procedure must 

include additional manifest variables from another latent construct so that there are 4 in 

total (see Bollen & Ting (1993) for an in-depth description of this procedure). As 

indicated in Table 5.8, in each case (i.e., ICPV, MATRES and INTINT), there was at 

least one tetrad that was significantly different to zero (i.e., p < .05), thus, rejecting 

reflective modelling in each case. In other words, the formative modelling of these 

three constructs was statistically validated; therefore appropriate measurement model 

specification was confirmed. 
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Table 5.8: Preliminary Analysis - Second Order Formative Measures 

 
Code Dimension Weight (t-Value) 95% CI VIF 
 
ICPV – INTERNAL CUSTOMER PERCEIVED VALUE 
PVMON Monetary Value  0.28 (26.05) [0.264; 0.308] 1.450 
PVFUN Functional Value  0.28 (26.75) [0.253; 0.293] 1.738 
PVEMO Emotional Value  0.33 (37.27) [0.317; 0.352] 1.707 
PVSOC Social Value  0.39 (30.12) [0.366; 0.417] 1.494 
 
MATRES – MATERIAL RESOURCES (NEED GRATIFICATION) 
MPAY Remuneration  0.36 (56.88) [0.350; 0.375] 2.009 
MRES Resources  0.38 (67.72) [0.368; 0.391] 3.244 
MTEC Technology  0.37 (68.99) [0.361; 0.382] 3.098 
 
INTINT – INTERNAL/INTERNAL EXCHANGES (NEED GRATIFICATION) 
MAN Management  0,57 (56.98) [0.557; 0.595] 1.658 
COWORK Co-Workers  0.53 (70.51) [0.520; 0.549] 1.658 

 
 
Confirmatory Tetrad Analysis (CTA): 

  

 
Construct 

 
Residual Value 

Bootstrapping 
Standard Error 

 
t-value 

 
95% CI 

 
p-value 

      
ICPV      
Tetrad1234 -0.268 0.103 2.264 [-0.471; -0.065] 0.009 
Tetrad1243 -0.327 0.097 3.414 [-0.517; -0.156] 0.005 
      
MATRES      
Tetrad1234 -0.214 0.084 2.561 [-0.381; -0.052] 0.011 
Tetrad1243 -0.924 0.174 5.385 [-1.272; -0.590] 0.000 
      
INTINT      
Tetrad1234 -3.829 0.380 10.067 [-4.554; -3.059] 0.000 
Tetrad1243 -0.073 0.042 1.724 [-0.155; 0.012] 0.085 

 
     

5.5.2.3.  Formative Measures – Summary 

The preceding sections confirm the integrity of the formative measures relating to the 

higher-order constructs internal customer perceived value (ICPV), need gratification 

associated with material resources (MATRES) and need gratification associated with 

internal-internal stakeholder exchanges (INTINT). For clarity, all the outer model 

findings, in relation to these first-order reflective/second-order formative constructs, are 

graphically depicted in Figures 5.4, 5.5 and 5.6. 



 102 

Figure 5.4: ICPV: First-order Reflective/Second-order Formative Construct 
Results 

 

Figure 5.5: MATRES: First-order Reflective/Second-order Formative Construct 
Results 
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Figure 5.6: INTINT: First-order Reflective/Second-order Formative Construct 
Results 

 

5.5.3.  Structural Model Results 

To effectively address the hypotheses of this study, structural model evaluation 

involved the evaluation of five different models. Model 1, which depicts the effect of the 

antecedent variables (i.e., MATRES, REAUT, PRORUL, MORAL, INTINT and INTEXT) 

on overall ICPV, addressed H1a, H2a, H3a, H4a, H5a and H6a. To address H1b, H2b, 

H3b, H4b, H5b and H6b, the antecedent variables were modelled separately against 

each of the reflective measures of the ICPV dimensions (i.e., PVMON, PVFUN, 

PVEMO and PVSOC). Therefore, Model 2 used PVMON as the dependent variable; 

Model 3 used PVFUN as the dependent variable; Model 4 used PVEMO as the 

dependent variable; and Model 5 used PVSOC as the dependent variable. As 

recommended by Hair et al. (2017), each model was evaluated on the basis of 

collinearity, size and significance of path coefficients, the coefficients of determination 

(R2), effect size (f2) and blindfolding and predictive relevance (Q2) (Hair et al., 2017) 

(refer Figure 5.3). All analyses were conducted via SmartPLS 3.0 (Ringle, Wende & 

Becker, 2015). 
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5.5.3.1.  Model 1: Overall Internal Customer Perceived Value (ICPV) 

As the dependent variable for Model 1 is the first-order reflective/second-order 

formative construct ICPV, modelling involved the computation of latent variable scores 

for PVMON, PVFUN, PVEMO and PVSOC for use as formative indicators of the target 

construct (i.e., ICPV). This is an appropriate method when formative variables are 

embedded in a nomological network of latent variables (Agarwal & Karahanna, 2000; 

Wilson & Henseler, 2007). Recall in 5.5.2, evaluation of the formative second-order 

construct ICPV was undertaken via the repeated measures approach, which enables 

initial evaluation of the construct, in isolation of the structural model. However, when 

placed in a structural model, ICPV is an endogenous variable to other constructs (in 

this case, MATRES, RESAUT, PRORUL, MORAL, INTINT and INTEXT) as well as its 

indicators (i.e., PVMON, PVFUN, PVEMO and PVSOC), therefore, the formative 

indicator weights will change accordingly. The structural model results for Model 1 

showed that all formative indicator weights were significant, with PVMON being the 

highest (.56), followed by PVEMO (.38), PVSOC (.19) and PVFUN (.13) (refer Figure 

5.7). 

Next, the assessment of collinearity between the constructs of interest is a necessary 

step (Hair et al., 2017). The variance inflation factors (VIFs) were used for this 

evaluation, with VIFs higher than 5 indicating collinearity in the data. The results, 

pertaining to Model 1, showed that VIFs range from 1.25 to 4.73 (refer Table 5.9); 

therefore, collinearity was not considered problematic in this model. The next step is to 

evaluate the paths and their significance and, in doing so, the hypotheses of this study 

were tested. The results indicated that MATRES, MORAL and INTINT had significant 

paths to ICPV, whereas RESAUT, PRORUL and INTEXT were non-significant. On this 

basis, H1a, H4a and H5a are supported, whereas H2a, H3a and H6a are not 

supported. Finally, the model has a strong R2 value of .88, providing initial evidence of 

the predictive accuracy of the model. For further assessment of R2, effect sizes (f2) 

were examined to assess whether the omitted exogenous latent variable has a 

significant impact on the endogenous latent variables (Hair et al., 2017). Effect size (f2) 

values of 0.02, 0.15 and 0.35 respectively indicated small, medium and large effects 

(Cohen, 1988). In this model, as expected, the effect size of MATRES was large at 

1.04 and two small effect sizes derived from MORAL (.04) and INTINT (.02).  

In the case of reflective endogenous variables, predictive accuracy can be further 

assessed via Stone-Geisser’s Q2 value (Hair et al., 2017). However, this procedure 

does not apply for formative endogenous constructs (Hair et al., 2017), such as ICPV, 
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therefore, no further assessment was undertaken. However it is important to note that, 

as Models 2, 3, 4 and 5 evaluate the reflective constructs PVMON, PVFUN, PVEMO 

and PVSOC individually, assessment of predictive accuracy is enabled in these 

models. For clarity, the results, pertaining to Model 1, are graphically depicted in Figure 

5.7 and presented in tabular form in Table 5.9. 

Figure 5.7: Model 1 Results (Overall ICPV) 

 

 

5.5.3.2.  Model 2: Monetary Value (PVMON)  

The ensuing sections outline the results of the individual ICPV dimension models 

(Models 2 – 5), which address H1b, H2b, H3b, H4b, H5b and H6b. Claims in relation to 

support (or otherwise) of these hypotheses are made after the results of all four models 

are presented. 

The dependent variable in this model is the first-order reflective construct, monetary 

value (PVMON). This is modelled against its hypothesised antecedents, MATRES, 

RESAUT, PRORUL, MORAL, INTINT and INTEXT. Firstly, the results indicate that 

collinearity is not problematic in the model (i.e., < 5) with VIF values ranging from 1.25 

to 4.30. On examining the significance and strengths of the paths, only one antecedent 
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(i.e., MATRES) showed a significant strong effect (.88) on PVMON. All other paths 

were non-significant (refer Figure 5.8). The R2 value was high at .75, suggesting strong 

prediction. In terms of effect size, MATRES showed a strong f2 of 1.75, while all others 

were zero, or close to zero. However, to further investigate the predictive qualities of 

the model, assessment via Stone-Geisser’s Q2 value was undertaken. While R2 values 

represent a measure of predictive accuracy, Q2 values represent predictive relevance 

(Hair et al., 2017). Q2 values greater than zero indicate that the endogenous variables 

have predictive relevance, with Q2 values of 0.02, 0.15 and 0.35 respectively indicating 

small, medium and large predictive relevance (Hair et al., 2017). The results for Model 

2 showed predictive relevance was high (i.e., Q2 value is .74). For clarity, the results, 

pertaining to Model 2, are graphically depicted in Figure 5.8 and presented in tabular 

form in Table 5.9. 

Figure 5.8: Model 2 Results (Monetary Value PVMON) 

 

  

5.5.3.3.  Model 3: Functional Value (PVFUN)  

The dependent variable in Model 3 is the first-order reflective construct, functional 

value (PVFUN). Once again, the model includes the hypothesised antecedents, 

MATRES, RESAUT, PRORUL, MORAL, INTINT and INTEXT. Firstly, the model 
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passed collinearity assessment with all VIFs less than 5 (ranging from 1.23 to 4.84). 

Examination of the path coefficients and their respective t-values shows that MATRES, 

MORAL and INTINT had significant positive effects and INTEXT had a significant 

negative effect. However, the paths from RESAUT and PRORUL to PVFUN were not 

significant. The R2 value was relatively strong at .46, suggesting good predictive 

accuracy. Specifically, MATRES, MORAL and INTINT had small effect sizes (i.e., f2) of 

.04, .03 and .02, respectively. However, the Q2 value of .45 indicated strong predictive 

relevance of the combined antecedent constructs. For clarity, the results, pertaining to 

Model 3, are graphically depicted in Figure 5.9 and presented in tabular form in Table 

5.9. 

Figure 5.9: Model 3 Results (Functional Value PVFUN) 

 

5.5.3.4.  Model 4: Emotional Value (PVEMO)  

Model 4 shows emotional value (PVEMO) is the first-order reflective dependent 

variable with MATRES, RESAUT, PRORUL, MORAL, INTINT and INTEXT as its 

hypothesised antecedents. Data passed collinearity assessment with VIFs ranging 

from 1.23 to 4.76 (i.e., less than 5). In this model, all paths were positive and 

significant, with the exception of the path from RESAUT to PVEMO, which was non-

significant. The R2 value was quite high at .59, giving good indication of predictive 
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accuracy. The effect sizes (i.e., f2) for MATRES (0.6), PRORUL (0.1), MORAL (0.2), 

INTINT (0.2) and INTEXT (0.2) ranged from small to medium. However, the Q2 value of 

.57 confirmed strong predictive relevance of the combined antecedent constructs. The 

results, pertaining to Model 4, are graphically depicted in Figure 5.10 and presented in 

tabular form in Table 5.9. 

Figure 5.10: Model 4 Results (Emotional Value PVEMO) 

 
 

5.5.3.5.  Model 5: Social Value (PVSOC)  

Finally, the dependent variable in Model 5 was social value (PVSOC), which is 

modelled as a first-order reflective construct, having MATRES, RESAUT, PRORUL, 

MORAL, INTINT and INTEXT as its hypothesised antecedents. Collinearity 

assessment demonstrated acceptable results, with VIFs ranging from 1.24 to 4.79. 

Examination of the strength and significance of path coefficients shows that MATRES 

and INTINT exhibited positive significant effects on PVSOC, whereas RESAUT, 

PRORUL, MORAL and INTEXT showed no significant effect. The R2 value was quite 

high at .59; however, further examination of effect sizes indicated that it was mainly 

INTINT (f2 = .43) that had a strong effect in the model. The Q2 value of .57 confirmed 

strong predictive relevance of the combined antecedent constructs. The results, 
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pertaining to Model 5, are graphically depicted in Figure 5.11 and presented in tabular 

form in Table 5.9. 

Figure 5.11: Model 5 Results (Social Value PVSOC) 

 

5.5.3.6.  Hypotheses Results: H1b to H6b. 

Having presented the results pertaining to Models 2 – 5, the following claims are made 

in support (or otherwise) of hypotheses H1b to H6b.  

In relation to H1b, it was hypothesised that MATRES would have its strong influence 

on PVMON and PVFUN (over PVEMO and PVSOC). The results indicated that 

MATRES was the only antecedent to exhibit significant positive effects on all ICPV 

dimensions (i.e., PVMON, PVFUN, PVEMO and PVSOC). As expected, its strongest 

effect was on PVMON (.88), however, the effect on PVFUN was much lower (.28) and 

this was very similar to the effect of MATRES on PVEMO (.29). The lowest effect of 

MATRES was on PVSOC (.10), which only just met the significance level (i.e., t-value = 

1.96). On this basis, the results indicated that H1b was partially supported. 

H2b hypothesised that RESAUT would have its higher impact on PVFUN (over 

PVMON, PVEMO and PVSOC). As the effect of RESAUT in all five models was non-

significant, H2b was not supported. 
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H3b hypothesised that PRORUL would have its higher impact on PVFUN (over 

PVMON, PVEMO and PVSOC). The results indicated that this was not the case, with 

PRORUL having its only significant effect on PVEMO. On this basis, H3b was not 

supported. 

H4b hypothesised that MORAL would have its higher impact on PVEMO (over 

PVMON, PVFUN and PVSOC). While MORAL did have a moderate influence on 

PVEMO (.19), so too did PVFUN (.27) and both exceeded the impact of MORAL and 

PVMON and PVSOC, which were both non-significant. Thus, partial support was 

claimed in relation to H4b. 

H5b hypothesised that INTINT would have its higher impact on PVFUN, PVEMO and 

PVSOC (over PVMON). The results indicated that INTINT has a significant positive 

effect on PVFUN (.22), PVEMO (.17) and PVSOC (.73), while its effect on PVMON is 

non-significant. Consequently, H5b was fully supported. 

H6b hypothesised that INTEXT would have its higher impact on PVEMO (over 

PVMON, PVFUN and PVSOC). As hypothesised, INTEXT had a significant positive 

effect on PVEMO (.10). In terms of PVSOC and PVMON, the impact of INTEXT was 

non-significant and in relation to PVFUN the impact was significant, but not in the 

direction as expected (i.e., -.09). On this basis, H6b was fully supported. 

A summary of all results pertaining to all five structural models appears in Table 5.9. 
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Table 5.9: Summary of Structural Model Results 
 
 Model 1 

(ICPV) 
Model 2 
(PVMON) 

Model 3 
(PVFUN) 

Model 4 
(PVEMO) 

Model 5 
(PVSOC) 

      
R2 .83 .75 .46 .59 .59 
Q2 N/A .74 .45 .57 .57 
      
 VIF VIF VIF VIF VIF 

 
MATRES 2.70 1.83 3.52 3.52 3.61 
RESAUT 4.73 4.30 4.84 4.76 4.79 
PRORUL 3.57 3.20 3.98 4.00 4.04 
MORAL 4.10 3.78 4.09 4.09 4.08 
INTINT 4.64 3.84 4.60 4.67 4.32 
INTEXT 1.25 1.25 1.23 1.23 1.24 
      
 Path (t-value) Path (t-value) Path (t-value) Path (t-value) Path (t-value) 

 
MATRES 0.69 (13.71) 0.88 (49.9) 0.28 (5.03) 0.29 (5.59) 0.10 (1.96) 
RESAUT 0.03 (0.94) 0.03 (0.60) -0.04 (0.57) 0.01 (0.14) 0.01 (0.23) 
PRORUL -0.02 (0.65) -0.01 (0.16) 0.06 (1.01) 0.14 (2.37) -0.02 (0.45) 
MORAL 0.16 (4.07) 0.04 (0.89) 0.27 (3.98) 0.19 (2.97) -0.04 (0.80) 
INTINT 0.11 (2.26) -0.07 (1.62) 0.22 (2.93) 0.17 (2.52) 0.73 (18.8) 
INTEXT 0.03 (1.66) -0.01 (0.32) -0.09 (2.49) 0.10 (2.69) 0.02 (0.68) 
  
      
 Effect Sizes f2 Effect Sizes f2 Effect Sizes f2 Effect Sizes f2 Effect Sizes f2 

 
MATRES 1.04 1.75 0.04 0.06 0.00 
RESAUT 0.00 0.00 0.00 0.00 0.00 
PRORUL 0.00 0.00 0.00 0.01 0.00 
MORAL 0.04 0.00 0.03 0.02 0.00 
INTINT 0.02 0.01 0.02 0.02 0.43 
INTEXT 0.00 0.00 0.01 0.02 0.00 

 

Bolded path coefficients and t-values indicate significance (i.e., p < .05).          

5.5.4.  Moderation Testing 

The final analytical step was to conduct moderation analysis to address H7 of this 

study. Temporal influences, such as tenure and employment status, were hypothesised 

to have a moderating influence on the relationships between the antecedent variables 

(i.e., MATRES, RESAUT, PRORUL, MORAL, INTINT and INTEXT) and the dependent 

variable (i.e., ICPV). Tenure was measured via years of employment and, as such, was 

a continuous variable. On the other hand, employment status was measured via a 

categorical variable with two levels, full-time employed and part-time employed. 

Therefore, it was important to select the most appropriate analytical approach for each 

of these variable types. 

The moderating effect of tenure on the relationships between the antecedent variables 

and ICPV was the focus of H7a. As tenure was measured as a continuous variable and 

the model involved formative measures, there was only one analytic approach 

appropriate to test this effect, i.e., the two-step approach to the creation of the 

interaction. Although the nature of data dictated that this was the only approach to 

take, Hair et al. (2017) advocated that this approach is very versatile and exhibits 
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higher levels of statistical power compared to other approaches (i.e., the product 

indicator approach and the orthogonalising approach), and thus, should generally be 

given preference where possible.  

The first stage in this two-stage process involves the main effects model being 

estimated without the interaction term to produce latent variables scores. These scores 

are then used in the second stage to multiply the exogenous and moderator variables 

to create a single item measure that is used to measure the interaction term (Hair et 

al., 2017). Using the PLS algorithm and bootstrapping procedures, the moderating 

effect was calculated along with its significance level. This procedure was undertaken 

using the overall model (Model 1). However, the calculations of interaction terms and 

subsequent significance testing were only run in relation to four antecedent variables 

(i.e., MATRES, MORAL, INTINT and INTEXT). RESAUT and PRORUL were not 

tested, as they do not have significant relationships with the dependent variable ICPV. 

In all four cases, the interaction term was not significant e.g., MATRES (-.01, p = .534), 

MORAL (-.02, p = 323), INTINT (-.01, p = .452) and INTEXT (-.003, p = .843). On this 

basis H7a was not supported. 

The final test for moderation involved an examination of the moderating effect of 

employment status on the relationships between the antecedents and ICPV (Model 1). 

As employment status was a categorical variable (i.e., full-time employees versus part-

time employees), the most appropriate form of analysis was multi-group analysis. Multi-

group analysis is commonly employed to compare the effects of a categorical 

moderating variable throughout two subpopulations (Hair et al., 2017; Henseler et al., 

2009; Sarstedt, Henseler & Ringle, 2011). This type of analysis tests differences of an 

identical model against two varying respondent groups; in this case full-time employees 

(n = 370) and part-time employees (n = 248).  

Prior to running multi-group analysis, it is important to establish measurement 

invariance so that interpretation of structural path differences is meaningful; not the 

resultant variance in the measurement models across groups (Hair et al., 2017). To do 

this, the three-step MICOM procedure, as recommended by Henseler et al. (2015), 

was applied. The first step was to establish configural invariance, which refers to equal 

parameterisation and way of estimation. This step involves a qualitative assessment of 

the specification of all composites in terms of identical measurement indicators across 

groups, identical data treatment across groups and identical algorithm settings (Hair et 

al., 2017). In this study, all these conditions were met; therefore, configural invariance 

was established. The second step was to establish compositional invariance to confirm 
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that all composites were formed equally across groups. Compositional invariance was 

evaluated via SmartPLS permutation analysis (Ringle et al., 2015), the results of which 

appear in Table 5.10.  

Table 5.10: Measurement Invariance Results (MICOM Procedure) 

     
Step 2  95% confidence  Compositional 
Composite c value (=1) interval p-value invariance? 
ICPV 0.991 [0.971; 1.000] .364 Yes 
MATRES 0.994 [0.980; 1.000] .381 Yes 
RESAUT 1.000 [1.000; 1.000] .487 Yes 
MORAL 1.000 [1.000; 1.000] .330 Yes 
PRORUL 1.000 [0.999; 1.000] .199 Yes 
INTINT 0.996 [0.986; 1.000] .235 Yes 
INTEXT 0.999 [0.996; 1.000] .391 Yes 
     
Step 3 Difference composite 95% confidence   
Composite mean value (=0) interval p-value Equal mean values? 
ICPV 0.215 [-0.163; 0.145] .006 No 
MATRES 0.304 [-0.161; 0.144] .000 No 
RESAUT 0.124 [-0.176; 0.153] .108 Yes 
MORAL 0.084 [-0.161; 0.153] .302 Yes 
PRORUL 0.107 [-0.162; 0.159] .172 Yes 
INTINT 0.099 [-0.150; 0.152] .216 Yes 
INTEXT 0.095 [-0.160; 0.158] .228 Yes 
     
 Logarithm of composite’s 95% confidence   
Composite variances ratio (=0) interval p-value Equal variances? 
ICPV 0.416 [-0.215; 0.223] .060 Yes 
MATRES 0.267 [-0.177; 0.171] .000 No 
RESAUT 0.162 [-0.189; 0.201] .238 Yes 
MORAL 0.276 [-0.228; 0.237] .448 Yes 
PRORUL 0.249 [-0.180; 0.186] .278 Yes 
INTINT 0.252 [-0.200; 0.217] .348 Yes 
INTEXT 0.009 [-0.179; 0.175] .292 Yes 

 
 

As shown in Table 5.10, as there are no significant differences in composite scores 

across the two groups, compositional invariance was established. The results of Step 3 

also come from permutation analysis and this step involves establishing equivalence of 

equal mean values and variances across composites. As shown in Table 5.10, the 

results indicate that not all means and variances are equal so invariance in this respect 

was not established. However, in establishing configural invariance (Step 1) and 

compositional invariance (Step 2), “partial measurement is confirmed, which permits 

comparing the path coefficient estimates across groups” (Hair et al., 2017, p. 300). On 

this basis, further multi-group analysis was enabled, the results of which appear in 

Table 5.11. 

Table 5.11 presents paths for full-time and part-time employees, path differences and 

the p-value for each path. Sarstedt et al. (2011) suggested that results are significant 

when the p-value is smaller than 0.05 or greater than 0.95. As shown, the path 

between RESAUT and ICPV is significantly different across, i.e., the path for part-time 
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employees was significantly higher than the path for full-time employees. In addition, 

the path between INTINT and ICPV was significantly higher for full-time employees as 

opposed to part-time employees. On this basis, employment status is a confirmed 

moderator for these two paths and, as a result, H7b was partially supported. 

Table 5.11: Results of Moderation – Employment Status 

 Full Time 
(n = 370) 

Part Time 
(n = 248) 

 
Path Differences 

 
p-Value 

 
MATRES  ICPV 

 
0.60 

 
0.75 

 
0.15 

 
0.92  
 

RESAUT  ICPV 0.01 0.15 0.14 0.97 
 

PRORUL  ICPV -0.01 -0.05 0.04 0.31 
 

MORAL  ICPV 0.20 0.10 0.10 0.12 
 

INTINT  ICPV 0.18 0.01 0.17 0.04 
 

INTEXT  ICP V 0.03 0.04 0.01 0.53 

Bold indicates significant (i.e., p < .05)      

 

5.5.5.  Summary of Hypotheses Results 

Having completed a thorough process of hypotheses testing via PLS-SEM analyses 

associated with five structural models and moderation analyses using the two-step 

approach (i.e., tenure) and multi-group analysis (i.e., employment status), Table 5.11 

outlines details of the support (or otherwise) of the hypotheses presented in this study. 

The exploratory nature of this study is exemplified in the mixed hypotheses results 

which show H1a, H4a, H5a, H5b, H6b being fully supported; H1b, H4b, and H7b being 

partially supported; and H2a, H2b, H3a, H3b, H6a and H7a finding no support. 
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Table 5.12: Results of Hypothesis Testing 

No. Hypothesis Result 
   
H1a Need gratification (i.e., satisfaction and motivation), derived from the firm’s material 

resources, will have a significant positive effect on overall internal customer perceived value 
(ICPV).  
 

Supported 

H1b Need gratification (i.e., satisfaction and motivation) derived from the firm’s material 
resources will have more impact on monetary value (compensation) and functional value 
(task-related) than other individual dimensions of ICPV. 
 

Partially 
Supported 

H2a Need gratification (i.e., satisfaction and motivation), derived from the firm’s resources of 
authority, will have a significant positive effect on overall internal customer perceived value 
(ICPV). 
 

Not 
Supported 

H2b Need gratification (i.e., satisfaction and motivation) derived from the firm’s resources of 
authority will have more impact on functional value (task-related) than other individual 
dimensions of ICPV. 
 

Not 
Supported 

H3a Need gratification (i.e., satisfaction and motivation), derived from the firm’s procedural rules, 
will have a significant positive effect on overall internal customer perceived value (ICPV). 
 

Not 
Supported 

H3b Need gratification (i.e., satisfaction and motivation) derived from the firm’s procedural rules 
will have more impact on functional value (task-related) than other individual dimensions of 
ICPV. 
 

Not 
Supported 

H4a Need gratification (i.e., satisfaction and motivation), derived from the firm’s moral rules, will 
have a significant positive effect on overall internal customer perceived value (ICPV).  
 

Supported 

H4b Need gratification (i.e., satisfaction and motivation) derived from the firm’s moral rules will 
have more impact on emotional value (intrinsic rewards) than other individual dimensions of 
ICPV. 
 

Partially 
Supported 

H5a Need gratification (i.e., satisfaction and motivation), derived from the firm’s internal-internal 
stakeholder exchanges, will have a significant positive effect on overall internal customer 
perceived value (ICPV). 
 

Supported 

H5b Need gratification (i.e., satisfaction and motivation) derived from the firm’s internal-internal 
stakeholder exchanges will have more impact on functional value (task-related), social value 
(relational) and emotional value (intrinsic rewards) than monetary value (compensation). 
 

Supported 

H6a Need gratification (i.e., satisfaction and motivation), derived from the firm’s internal-external 
stakeholder exchanges, will have a significant positive effect on overall internal customer 
perceived value (ICPV). 
 

Not 
Supported 

H6b Need gratification (i.e., satisfaction and motivation) derived from the firm’s internal-external 
stakeholder exchanges will have more impact on emotional value (intrinsic rewards) than 
other individual dimensions of ICPV. 
 

Supported 

H7 The relationships between need gratification (i.e., satisfaction and motivation) and perceived 
value (i.e., monetary, functional, emotional and social) will be moderated by temporal 
influences: (a) tenure (b) employment status. 
 

(a) not 
supported 
(b) partially 
supported 

 

5.6.  CONCLUSION 

A sample of 618 respondents provided the basis for data analysis. The analytical 

approach followed a systematic, sequential multi-stage procedure for applying PLS-

SEM, developed by Hair et al. (2017). Firstly, the structural and measurement models 

were specified. Then, path models were estimated, and an evaluation of reflective and 

formative measurement models was conducted. Furthermore, results of the structural 

model were evaluated, including analysis of moderation effects. These findings 
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produced mixed hypotheses results, thus providing significant opportunity for fruitful 

discussion in Chapter Six.  
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6.0.  DISCUSSION        

“The best research will not drive the appropriate action unless the audience 
understands the outcomes and implications.” 

      (Burns & Bush, 2014, p. 434) 

6.1.  INTRODUCTION 

In addressing a significant research gap in the current marketing literature, the 

fundamental premise of this study is to understand the mechanisms upon which 

internal customers derive value within the dynamics of the value creation process (refer 

Chapter Two). To this end, three key areas of enquiry are recognised and reflected in 

the research questions and, subsequent, empirical findings of this study. Primarily, it is 

important to establish the dimensional manifestations of ICPV (RQ1) and previous 

work in the external marketing literature provides guidance in the conceptualisation and 

operationalisation of this construct (specifically, Sweeney & Soutar’s (2001) PERVAL 

framework) (refer Chapter Three). Second, in adopting the view that value is created in 

social context (Edvardsson et al., 2011), structuration theory and social exchange 

theory underpin the identification of “sources of value” (RQ2) and form the basis for 

hypothesising relationships within the conceptual model (RQ3). Finally, in adopting an 

internal customer lens in the context of perceived value, due consideration is given to 

other influences of particular relevance within the contextual boundaries of the 

hypothesised model (RQ4). On this basis, the ensuing discussion is organised 

according to these three lines of enquiry, examining the overall findings, highlighting 

the theoretical and practical contributions and acknowledging the limitations of the 

study. Finally, future research agendas are offered. 

6.2.  NATURE OF ICPV (RQ1) 

With a view to determining the dimensional nature of internal customer perceived value 

(ICPV), the conceptualisation and operationalisation of each ICPV dimension was 

treated as a critical priority in Chapters Three and Four. Given that the current state of 

perceived value knowledge was from an external customer perspective (e.g., Sheth et 

al., 1991; Smith and Colgate, 2007; Sweeney & Soutar, 2001), the dimensions of ICPV 

stemmed from this literature. In particular, the empirically verified PERVAL model of 

Sweeney and Soutar (2001) informed each ICPV dimension. Similar to PERVAL, the 

ICPV framework relates to the individual’s perceptions of value, although from the 

internal customer’s perspective, not the external customer’s perspective. As such, this 

research contributes to the perceived value literature by offering the first 

conceptualisation and operationalisation of ICPV. 
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The first ICPV dimension, monetary value, encapsulates the individuals’ perceptions of 

value derived from the financial benefits associated with their employment contract. In 

this sense, this ICPV dimension relates to a traditional view of value, which assesses 

the trade-off between benefits and sacrifices (Woodruff, 1997; Zeithaml, 1988) and 

translates as the comparison of financial compensation against labour efforts. On the 

other hand, functional value is associated with support in job tasks. For instance, an 

individual who is provided with the necessary support (i.e., training and tools) and 

opportunity to deploy their relevant skills and knowledge within their daily tasks, 

benefits through a sense of individual accomplishment and worthiness to the firm 

(Eisenberger, Armeli, Rexwinkel, Lynch & Rhoades, 2001; Ubeda-García, Marco-

Lajara, Sabater-Sempere & García-Lillo, 2013). 

While monetary and functional value is derived from the tangible aspects of the 

employment contract (i.e., pay and job tasks), emotional and social value is derived 

from the intangible aspects of the overall experience of working within the firm. For 

example, emotional value refers to the individual’s perception of value derived from the 

feelings or affective states aroused in the value co-creation process and social value is 

derived from the relational benefits of social interaction with all organisational 

stakeholders. From the individual’s perspective, the psychological ramifications of an 

individual’s workplace experience have a huge impact on their perception of value. 

Strong emotional reactions such as anger, stress, burnout (Booth & Mann, 2005; 

Spence Laschinger & Fida, 2014) and elation, pleasure and delight (Gavin & Mason 

2004, Hellemans & Lapthorn 2016) are well-documented outcomes of workplace 

experiences. Similarly, the forging of life-long personal relationships (Rumens, 2016) 

and the effects of bullying behaviour (Taniguchi, Takaki, Hirokawa, Fujii & Harano, 

2016) produce strong diametrically opposed outcomes of social interaction. On this 

basis, both emotional (intrinsic rewards) and social (relational) value are strong 

contributors to overall ICPV. 

Drawing on the four-dimensional structure of ICPV, the measurement model was 

specified as a first-order reflective/second-order formative measurement model, the 

integrity of which is demonstrated through stringent analytical validation. For example, 

all four first-order reflective measures (i.e., PVMON, PVFUN, PVEMO and PVSOC) 

demonstrated strong psychometric properties, which converged at the item level, and 

discriminated at the construct level. Thus, the suitability of first-order composite scores, 

as indicators of the higher-order formative construct (ICPV), was substantiated. 

Preliminary analysis, in isolation of the effects of other structural exogenous variables, 
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demonstrated all outer weights of the formative indicators to be significant and strong 

(i.e., t-values > 26.04). Similarly, when placed within the structural model (i.e., inclusive 

of the effects of other exogenous variables) the outer weights also remained 

significant. In addition, there were no significant differences between the weights of the 

formative indicators when examined across the full-time and part-time individuals, 

which indicates that the measures are interpreted in the same manner across all 

respondents (Hair et al., 2017). Finally, the findings also confirm that the theoretical 

specification of the second-order ICPV construct, being formative (rather than 

reflective), is statistically valid. For these reasons, the 18-item ICPV Scale (as detailed 

in Table 5.7) is offered as a valid and reliable measure that contributes substantially to 

the internal marketing literature.  

6.3.  ICPV: ANTECEDENT RELATIONSHIPS (RQ2 and RQ3) 

To understand the mechanisms that drive ICPV, this study draws on the value co-

creation literature, a review of which is presented in Chapter Two. The traditional view 

of employees as internal customers (Berry et al., 1976; George, 1977) has been 

instrumental in acknowledging the important role of employees as executors of 

organisational strategy directed towards external stakeholders. However, the seminal 

work of Vargo and Lusch (2004) through S-D logic is instrumental in recognising 

internal customers (and all value co-creating actors) as beneficiaries of a process of 

resource integration. The perceived value literature (albeit from an external customer’s 

perspective) has grown in line with this view in that it is argued that customers (as 

resource integrators) derive value (as beneficiaries) from the integration of resources 

(i.e., physical, cultural and social) (Helkkula et. al., 2012). 

In drawing on S-D logic, Edvardsson et al. (2011) proffered that a true appreciation of 

value co-creation must be framed within the social context that supports (and is 

supported by) the actions of the social actors involved. Therefore, structuration theory, 

which merges the notion of structure and agency (Giddens, 1984), and social 

exchange theory, which underpins social interaction (Homans, 1958), informs this 

perspective. In acknowledging that internal customers are key social actors within the 

process of value co-creation, the ideology of value-in-social-context (Edvardsson et al., 

2011) and its underlying theories (i.e., structuration and social exchange) provide the 

theoretical foundation for this study. Consequently, the findings are discussed in the 

context of these theories and, as such, the ensuing discourse is organised according to 

the socio-structural and social exchange sources of ICPV.  
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6.3.1.  Socio-structural Sources of ICPV 

In applying structuration theory (Giddens, 1984) to this investigation of ICPV, the notion 

of structure and agency is incorporated. This is particularly relevant given that structure 

defines the context, in terms of resource allocation and the organisation of time and 

space (i.e., socio-structural resources), and agency is understood through the explicit 

and implicit boundaries of behaviour (i.e., socio-structural rules); both of which are 

hypothesised to support (or otherwise) the manner in which internal customers derive 

value (refer H1–H4). As such, the findings are discussed accordingly. 

6.3.1.1.  Socio-Structural Resources 

Socio-structural resources are de-constructed on the basis of allocation of resources 

(referred to as material resources) and organisation of time and space (referred to as 

resources of authority) (Giddens, 1984). Importantly, recalling discussions in Chapters 

Three and Four regarding the conceptualisation and operationalisation of these two 

sub-constructs, i.e., material resources (MATRES) and resources of authority 

(RESAUT), it was argued that it is need gratification (expressed in terms of satisfaction 

and motivation) derived from such elements that will, ultimately, stimulate longer term 

and enduring perceptions of value. Therefore, MATRES is measured on the basis of 

need gratification associated with remuneration and the physical and virtual work 

environment and technologies, and RESAUT is measured in accordance with the 

collaborative structure of the organisation (i.e., cooperation, joint decision making and 

information sharing).  

First and foremost, the findings suggest that the separation of material resources 

(which are largely tangible) and resources of authority (which are largely intangible) is 

a valid distinction to make. This claim is made on the basis that material resources had 

a significant impact on higher-order ICPV (and also on each of the lower-order 

dimensions of ICPV), whereas resources of authority had no impact on ICPV at all. It is 

important to note that the findings do not imply that resources of authority does not 

gratify internal customers’ needs; but more so that need gratification does not 

necessarily translate into perceptions of value. In fact, in terms of gratification (i.e., 

satisfaction/motivation) RESAUT (mean value 4.38) had a higher mean than MATRES 

(mean value 3.98) and yet had no impact on ICPV. On a fundamental theoretical level, 

this finding confirms those of others demonstrating that satisfaction and perceived 

value are distinctly different constructs (Sweeney & Soutar, 2001; Woodruff, 1997).  
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Specifically through supporting internal customers’ need fulfilment, the findings imply 

that resources of authority do play a part in the value co-creation process (as proffered 

by Edvardsson et al., 2011); however, they do little to create value for internal 

customers. If a source of value is to be perceived by any of its social actors (i.e., value 

beneficiaries), it must be important and relevant (Vargo & Lusch, 2008). For internal 

beneficiaries, such as employees, it appears that authoritative resources hold little 

relevance to them, compared to material resources. This makes sense given that 

material resources, such as pay, physical facilities, job-related tools and technology, 

are proximal and, thus, more recognisable as a value source, than is the flow of 

command and/or information (i.e., authoritative resources). In addition, the influence of 

material resources on internal customers is relatively universal, whereas value derived 

from authoritative resources may well be contingent upon the internal customer’s 

positioning within the firm. This argument is supported by that of Edvardsson et al. 

(2011) who suggested that value creation will vary according to the actor’s role and 

position in the social structure.  

In unpacking the influence of material resources on ICPV, the results showed that the 

greatest effect (.88) was on perceived monetary value. This was an expected finding 

given that the allocation of funds towards salaries (a key aspect of material resources) 

and employee financial gain go hand-in-hand (i.e., perceived monetary value). In 

addition, salary sends a clear signal of the employee’s value to the firm (Gardner, Dyne 

& Pierce, 2004; Greller & Parsons, 1995) and is reciprocated by an employee’s 

assessment of value derived from the firm. For example, an individual who perceives 

they are undervalued by the firm (on the basis of their remuneration package) will, in 

turn, undervalue what the firm has to offer them.    

To a lesser extent (albeit significant), the findings also indicated that perceptions of 

functional (.28), emotional (.29) and social value (.10) also result from need 

gratification associated with material resources. Recall that functional value relates to 

the perceived value of the firm’s offering in terms of information, training and support 

related directly to the job tasks. As the findings supported, it is expected that the firm’s 

physical (or virtual) facility, equipment and technology (i.e., material resources) will play 

an essential role in supporting functional value. Fundamentally, it is the physical work 

environment that essentially enables (or hinders) task-related performance and, on this 

basis, it was hypothesised that material resources would have the strongest influence 

on both monetary and functional value. While the effect of material resource allocation 

on monetary value was supported, the much weaker relationship (albeit significant) 
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with functional value was surprising. In fact, the findings suggest that it is functional 

value and emotional value that equally result from the allocation of resources to the 

physical environment. This result highlights the importance of recognising the 

emotional impact that the work environment has on the individual and this is in line with 

previous research, finding that work place design and technology are instrumental in 

invoking feelings such as elation, frustration and anxiety (Bessiere, Ceaparu, Lazar, 

Robinson & Shneiderman, 2004; Brookes & Kaplan, 1972; Lazar, Jones & 

Shneiderman, 2006).  

Finally, while the influence of material resources on social value (i.e., value derived 

from the development of internal social relationships) was quite weak (albeit significant) 

it does indicate that there is potential to design work environments in support of internal 

relationship building. In fact, some decades ago, Brookes and Kaplan (1972) found that 

office design had an impact on employee sociability. Since then, there has been little 

research in this area; however, future research may be warranted if internal best 

practice is to be established. 

6.3.1.2.  Socio-Structural Rules 

According to Edvardsson et al. (2011), value creation is framed by both organisational 

resources (as previously discussed in Section 6.3.1.1) and rules. The firm espouses 

socio-structural rules explicitly, through their policies and procedures, and implicitly 

through the behavioural norms embedded in their organisational culture (Zambonelli, 

Jennings & Wooldridge, 2001). As such, in Chapters Three and Four, it was argued 

that need gratification (satisfaction/motivation) derived from procedural (explicit) and 

moral (implicit) rules would have a significant influence on the perceived value of 

internal customers (ICPV). Therefore, procedural rules (i.e., PRORUL) is 

operationalised as need gratification derived from policies and procedures; and moral 

rules (i.e., MORAL) as need gratification derived from the firm’s culture (e.g., 

atmosphere, accepted behaviours, values and norms).  

While the findings indicated that both PRORUL and MORAL influenced some aspects 

of ICPV, thereby supporting the notion of value-in-social-context (Edvardsson et al., 

2011), MORAL had the much stronger impact. In fact, MORAL had a significant 

positive impact on overall ICPV, through its influence on its functional (PVFUN) and 

emotional (PVEMO) sub-dimensions. On the other hand, PRORUL significantly 

influenced only one aspect of ICPV (i.e., emotional value PVEMO), with its influence on 

overall ICPV being non-significant. This finding may be explained by the disparate 

nature of these rules, with procedural rules defining the behaviours that the social 
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actors should enact, whereas moral rules guides the behaviours that the social actors 

actually enact. On this basis, it is more likely that an individual will base their value 

perceptions, albeit positive or negative, upon the rules, which provide the boundaries of 

organisational behaviour, in actuality. For example, a firm that espouses gender equity 

in their policies and procedures may not do so in reality; therefore, as far as the 

individual is concerned, such policies are not worth the paper they are written on as 

they do little, or nothing, to provide them with beneficial outcomes from which value will 

be perceived. Thus, the values and norms that underpin an organisation’s culture have 

a profound effect on internal customers. This notion finds significant support in the 

literature (e.g., Lok & Crawford, 2004; Martins & Terblanche, 2003; Roodt, Rieger & 

Sempane, 2002) where the strength of organisation culture in determining individual 

outcomes is well substantiated. 

The findings showed that internal customers derived emotional value from both 

MORAL and PRORUL. In terms of moral rules, this finding makes sense given that 

emotional responses, such as frustration and/or anxiety may arise when the 

individual’s own accepted behaviours and norms are not congruent with those of the 

firm. Alternatively, provided that the individual can internalise the firm’s values, feelings 

of confidence and fulfilment may eventuate. Moreover, with respect to the significant 

impact of procedural rules on emotional value, this finding was unexpected. This result 

may be attributed to the extent in which the firm’s formal rules are explicated. To 

illustrate, the firm’s policies and procedures provide individuals with an explicit guide of 

expected behaviours required for task performance. As such, ill-defined guidelines may 

incite job ambiguity, which can result in the individual experiencing a sense of futility 

and stress (Beehr, Walsh & Taber, 1976; Kahn, 1973). On the other hand, well-

articulated guidelines may assist the individual in undertaking tasks, and thus, job 

satisfaction may ensue (Lyons, 1971). In line with Lyons (1971), the findings of this 

study clearly highlight that explicit guidelines of task-performance can have a 

considerable effect on the individual’s evaluations of the job. However, the contribution 

of this study is that the firm’s explicit guidelines, articulated through its formal rules, 

policies and procedures (i.e., procedural rules) significantly influence longer-term job 

evaluations, over and above job satisfaction, such as, perceived value. 

Although hypothesised that PRORUL would have greater impact on functional value 

(i.e., PVFUN) (than other ICPV dimensions); the findings indicated, that MORAL (and 

not PRORUL) has more influence on PVFUN (than the other ICPV dimensions). This 

finding may also be explained by previous discussions, which argued that procedural 

rules are likely to define espoused behaviour, whereas moral rules are inclined to set 
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the standards of actual behaviour. More specifically, the individual may base their 

value perceptions associated with task-performance, albeit negative or positive, from 

the rules that actually govern organisational behaviour. For example, a training 

induction program specified in the firm’s policies and procedures might not mirror the 

actual behaviours required for the job and thus, do little to provide value for the 

individual. As such, the individual’s actual behaviours are informed by the accepted 

behaviours, values and norms within the firm’s culture (i.e., moral rules), which 

therefore transpire into value perceptions associated with support of task-performance. 

This argument is consistent with Lok and Crawford (2004) who attribute actual 

behavioural outcomes from organisational cultures to fostering support for its 

individuals.  

6.3.2.  Social Exchange Sources of ICPV 

Through applying social exchange theory (Homans, 1958) to this study, the role of 

social interaction in value creation is acknowledged. This notion is particularly 

pertinent, given that the social structure (i.e., the firm’s socio-structural elements) is 

constructed (and reconstructed) through the actions and interactions of inherent social 

actors (Giddens, 1984). According to social exchange theory, social interactions (or 

exchanges) are categorised as either reciprocal or negotiated (Cook & Rice, 2003; 

Cropanzano & Mitchell, 2005; Molm, 1997). Reciprocal exchanges have embedded 

expectations that favours will be returned in the future (Molm, 1997), whereas 

negotiated exchanges represent explicit terms and, thus, each actor is aware of his or 

her obligations (Cropanzano & Mitchell, 2005). On this basis, through the examination 

of social exchange within the firm’s internal environment, reciprocal relationships 

transpire amongst internal customers (i.e., co-workers and managers) and negotiated 

relationships between internal customers and external stakeholders (e.g., customers, 

suppliers, shareholders and other agencies). Although it can be argued that the internal 

customer-manager relationship is negotiated, the internal customer-firm relationship, 

embedded in the overarching employment contract, is best characterised as 

negotiated. As individuals enact their jobs, reciprocal exchanges occur between 

employees and managers/supervisors.  

6.3.2.1.  Internal/Internal Stakeholder Exchanges  

In terms of internal-internal stakeholder exchanges, relationships develop with peers 

and/or managers (Kram & Isabella, 1985; Yildirim & Yildirim, 2007). As such, in 

Chapters Three and Four, it was argued that the need gratification 

(satisfaction/motivation) derived from relationships with co-workers and management 
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would underpin internal customers’ value assessments (refer H5). For this reason, 

internal-internal stakeholder exchanges (i.e., INTINT) are measured as need 

gratification associated with relational exchanges occurring between co-workers and 

with managers/supervisors. 

The results clearly indicated that such internal exchanges have a significant positive 

impact on overall ICPV. This finding may well be attributed to the degree of intimacy 

developed from these relationships. To explain, given that organisational life consumes 

the lives of individuals (Lee et al., 2007), the internal customer is likely to turn to 

relationships within the firm for relational need fulfilment. In line with social exchange 

theory, reciprocal exchanges with peers and managers will, over time, develop into 

more intimate relationships, founded on high levels of self-disclosure and trust 

(Berman, West & Richter, 2002; Kram & Isabella, 1985). On this basis, the individual’s 

value perceptions, albeit negative or positive, are likely to vary according to the extent 

of closeness, trust and self-disclosure derived from peer and/or manager relationships. 

With this in mind, internal relationships forged with co-workers and management can 

have a considerable impact on the value perceptions of internal customers.  

In unpacking the influence of internal stakeholder relationships on ICPV, the findings 

demonstrate that the strongest effect was on perceived social value. This finding 

makes sense, given that relational benefits (i.e., perceived social value) are obvious 

consequences of strong internal relational exchanges. Moreover, as reciprocal 

workplace relations have the potential to develop into strong intimate relationships (i.e., 

friendships), (Berman et al., 2002; Kram & Isabella, 1985), lifelong social benefits are 

likely to result. Accordingly, the value derived from internal relationships will provide a 

basis for the individual’s continued participation (or not) in subsequent relations which, 

in turn, influences their assessment of social value, derived from their participation in 

the firm. 

With respect to the significant impact of internal stakeholder relationships on emotional 

value, this finding was also expected. For example, the by-product of social inclusion is 

manifested through positive emotional responses such as feelings of belongingness, 

happiness and pleasure (Grace et al., 2017; Tse & Dasborough, 2008). Alternatively, 

negative social experiences (e.g., bullying, harassment, perceived injustice, etc.) are 

likely to cause considerable emotional stress, anger and resentment (Barclay, Skarlicki 

& Pugh, 2005; Ferguson & Barry, 2011; Skarlicki, Folger & Tesluk, 1999). On this 

basis, the feelings aroused from internal stakeholder relationships, whether positive or 

negative, provide the internal customer with opportunity to derive emotional value. 
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Interestingly, the findings of this research also showed that internal stakeholder 

relationships significantly effect assessments of functional value. Therefore, not only do 

internal relationships support social and emotional benefits, they also provide a support 

mechanism for task performance. For example, support may be derived through 

information disclosure, a key element of reciprocal exchanges (Worthy, Gary & Kahn, 

1969) and on-the-job helping behaviours offered on the basis of formed friendships 

(Ladd & Henry, 2000). On these accounts, the relationships developed with internal 

stakeholders, whether managers or peers, may well be a fundamental source of 

functional value for internal customers. 

6.3.2.2.  Internal/External Stakeholder Exchanges  

In relation to internal-external stakeholder exchanges, relationships may develop with 

customers, suppliers, shareholders and/or other agencies (Gremler, Gwinner & Brown, 

2001; Mishra, Heide & Cort, 1998). Accordingly, it was argued in Chapters Three and 

Four that the need gratification (satisfaction/motivation) derived from relationships with 

external stakeholders would have a significant impact on the internal customer’s value 

perceptions (refer H6). On this basis, internal-external stakeholder exchanges (i.e., 

INTEXT) is operationalised by the need gratification associated from relationships with 

external stakeholders (e.g., customers, suppliers, shareholders and other agencies). 

In contrast to that hypothesised, the results showed no support for the relationship 

between internal/external exchanges and overall ICPV. This finding may well be 

attributed to the potential for power imbalance in negotiated exchanges (Molm, 1997; 

Molm et al., 1999). In respect to employee/customer exchanges the notion of “the 

customer always being right” exemplifies the power the customer has over employees 

(i.e., service providers) and the subsequent, diminished control for employees. 

Similarly, exchanges with other external stakeholders, such as suppliers, government 

agencies or shareholders, may do little to create value for internal customers where 

competing goals often undermine exchange efficacy. Moreover, power inequity and 

competing self-interests, inherent in negotiated relationships, may serve as a barrier to 

intimate friendship development (Blau, 1964). On this basis, the individual is likely to 

derive minimal value from relationships where they perceive there is less opportunity 

for closeness with others.  

While there was no relationship found between internal/external exchanges and overall 

ICPV, at the dimension level, internal/external exchanges did have a positive influence 

on emotional value. This finding makes sense, given the previous discussion. For 

example, individuals that have positive working relationships with customers and 
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suppliers are likely to derive feelings of pleasure and accomplishment as value is co-

created for both parties. Alternatively, power struggles between parties (i.e., negative 

internal/external exchanges) may well invoke feelings of stress and/or emotional 

exhaustion (Beehr & Newman, 1978; Grandey, Dickter & Sin, 2004; Klassen & Chiu, 

2010), thus, eroding emotional value for internal customers.  

Finally, against expectations, the results revealed a significant negative association 

between internal/external stakeholder relationships and functional value. Therefore, the 

findings suggest that when internal/external relationships are strong, functional value is 

diminished or, alternatively, when internal/external relationships are weak, functional 

value is higher. Recall that functional value was measured as the internal customer’s 

perception of what their firm provides them to support their job tasks; it may be that 

when internal customers forge strong relationships with, for example, customers or 

suppliers, they might align their evaluations (of their own firm) according to the 

interests of the external party (Leo & Russell-Bennett, 2012). In other words, they may 

jump to the other side of the negotiated exchange table and, in doing so, be much 

more critical (rather than defensive) of their firm. As such, they may feel that their firm 

should support them more in effectuating their jobs in the interests of the external 

party. This is mainly conjecture at this point, as the negative influence of 

internal/external exchanges on functional value was quite weak (-.09). However, it was 

significant and, thus, is worthy of further investigation in the future. 

6.3.3.  Summary: Antecedent Relationships with ICPV 

For ease of interpretation, Figure 7.1 provides a graphic outline of the findings in 

relation to each of the ICPV dimensions. First and foremost, monetary value was only 

derived from material resources; an expected finding given that a key component of 

material resources is the allocation of money to the remuneration package tailored 

specifically to the individual’s job and positioning within the firm. Functional value, on 

the other hand, was derived from material resources; moral rules and relationships 

developed both internally and externally. As the physical environment (as measured by 

material resources) serves to support task performance, this finding was expected. 

Similarly, intangible aspects such as the organisation’s culture (i.e., moral rules) and 

the relationships forged both internally and externally also support task 

accomplishment and, subsequently, perceptions of functional value. As shown in 

Figure 7.1, emotional value was derived from all the proposed antecedents, with the 

exception of resources of authority (which did not directly support value creation in any 

form). This finding highlighted the importance of understanding affective arousal in 
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relation to all aspects of the workplace experience (i.e., tangible and intangible). 

Finally, social value was largely driven by internal, not external, relationships and, 

unexpectedly, material resources. As previously discussed, the allocation of material 

resources in support of internal relationship building may explain this finding. 

Figure 6.1: Sources of Perceived Value x ICPV Dimensions 

 

 

6.4.  ICPV: OTHER MODEL INFLUENCES (RQ4) 

With a view to understanding any other factors that influenced the relationships 

between value stimuli (i.e., socio-structural and social exchange elements) and ICPV, 

aspects of the VALEX model of Helkkula et al. (2012) were applied to this investigation. 

Through incorporating this framework, the effect of time on value creation was 

recognised. Temporal influences are particularly relevant to this study, given that time 

is a defining characteristic of the nature of employment. Accordingly, it was 

hypothesised that employment status (i.e., number of working hours per week) and 

tenure (i.e., length of employment) may act as moderating influences within the model 

of this research (refer H7). 
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The findings indicated that employment status (i.e., full-time versus part-time) 

influenced some relationships between value stimuli and ICPV. First and foremost, 

resources of authority have a differential effect on part-time and full-time employment 

groups. More precisely, individuals employed part-time significantly derive more value 

from authoritative resources than full-time individuals. Given that the firm’s authoritative 

structure is more proximal for full-time internal customers (as opposed to part-time), 

this result was unexpected. This finding may well be justified by the differences in flow 

of communication amongst both groups. To explain, the communicative structure can 

significantly impact part-time individuals’ ability to effectively engage with the firm, as 

they spend less time in the value creation process than full-time individuals. In other 

words, when the firm’s structure supports cooperative and fluid communications, then it 

is easier for individuals, particularly those who spasmodically engage with the firm, to 

be continually updated on organisational initiatives (Bontis, Richards & Serenko, 2011). 

Moreover, part-time individuals may find much more difficulty (than full-time individuals) 

gathering the necessary information required to achieve their work goals when the flow 

of communication is road-blocked through rigid hierarchical systems. 

The second and final source of value influenced by employment status is internal 

stakeholder exchanges. In particularly, the results showed that full-time individuals 

derive more value from internal stakeholder exchanges than part-time individuals. This 

finding makes sense given that full-time individuals spend more time in the value 

creation process and therefore, have greater opportunity to build close and trusting 

relationships (Hoel & Salin, 2003). In line with this finding, Pedersen and Lewis (2012) 

provided evidence that individuals in part-time working situations develop little, if any 

friendship relations, inside the workplace. 

Although the nuances amongst different types of individuals (i.e., full-time versus part-

time) has illustrated some key differences between employment groups, thus, 

supporting the influence of temporality in the value creation process, tenure was found 

to have no effect at all. This finding is surprising, given that tenure is supported as a 

stable predictor of job satisfaction (Bedeian, Ferris & Kacmar, 1992) and job 

performance (Ng & Feldman, 2010). In particular, Alexandrov, Babakus and Yavas 

(2007) found strong support for the moderating influence of tenure (for both full-time 

and part-time individuals) in their study of perceived management concern and 

turnover intentions. On this basis, the effect of tenure in the value creation process 

warrants additional investigation, as further discussed in Section 6.7.1. 
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6.5.  CONTRIBUTIONS AND IMPLICATIONS  

This study has produced results, which significantly enhance our understanding of 

value creation from an internal customer’s perspective. As such, the findings of this 

research make some unique theoretical contributions to the existing body of knowledge 

in the value creation and internal marketing literature, and several practical 

contributions that service managers can implement in their firms to achieve best 

practice. Accordingly, these theoretical and practical contributions are discussed in the 

ensuing sections. 

6.5.1. Theoretical Contributions and Implications  

The theoretical contributions of this study are twofold. Firstly, the multi-dimensional 

ICPV construct presents a reliable and valid measure for future research. Secondly, 

ICPV is placed in a network of proposed relationships, establishing the Model of Value 

Creation: An Internal Customer Perspective, which has implications for perceived value 

and structuration knowledge. These theoretical contributions are discussed 

subsequently. 

6.5.1.1.  The ICPV Construct 

A key theoretical contribution resides within the ICPV construct. For instance, the 

findings of this research clearly demonstrated that conceptualising and measuring 

perceived value through the dimensions of monetary, social, emotional and 

performance/quality value, is a valid approach to take. Although derived from the 

external customer literature, and tested in numerous contexts within that domain (e.g., 

Carlson et al., 2015; Gouaris et al., 2007; Koller et al., 2011; Mathwick et al., 2001; 

Sanchez et al., 2006), the perceived value framework has been effectively adapted 

from the internal customer’s perspective. In addition, the operationalisation of the ICPV 

construct has resulted in a reliable and valid multi-dimensional measure, which will 

make a significant contribution to further empirical work in the areas of value creation 

and internal marketing. 

Moreover, the findings of this study also indicated that ICPV is clearly distinct from 

satisfaction and motivation measures. To explain, in the early external customer 

literature, there was considerable debate directed toward the delineation of constructs 

such as customer satisfaction, perceived service quality and, later, perceived value 

(e.g., Bitner & Hubert, 1994; Cronin, Brady & Hult, 2000). In foreshadowing similar 

debate from the internal customer’s perspective, the conceptual differences between 

the constructs, satisfaction/motivation and perceived value, are confirmed by the data 
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in this research. Essentially the measures associated with the antecedent influences 

on ICPV (i.e., socio-structural and social exchange elements) represented need 

gratification as operationalised through existing satisfaction and motivation measures. 

As clear discrimination between these measures and ICPV was established in this 

study, the findings supported similar demarcation of satisfaction and perceived value in 

the external customer literature.  

6.5.1.2.  The Model of Value Creation: An Internal Customer Perspective 

The Model of Value Creation: An Internal Customer Perspective represents the value 

co-creation process of internal customers. More precisely, the model depicts the 

individual’s response to value stimuli, (manifested as need gratification i.e., 

satisfaction/motivation), which directly influences their perceptions of actual value 

created (i.e., ICPV). As such, this model goes beyond the examination of individual 

emotional (i.e., satisfaction) and behavioural (i.e., motivation) reactions to 

organisational initiatives, to understand the deeper (and more enduring) evaluative 

responses of internal customers as they weigh up the benefits and sacrifices (i.e., 

perceived value) accrued as social actors within the value creation process. On this 

basis, the Model of Value Creation: An Internal Customer Perspective makes a unique, 

significant and very worthy contribution to extant literature (e.g., marketing and HR). 

Furthermore, empirical testing of the model brings to light the value-in-social-context 

ideology of Edvardsson et al. (2011), at the micro-level of value creation. While the 

findings showed that not all socio-structural elements directly impacted ICPV (or its 

dimensions); however, they did combine in various forms (Giddens, 1984) to support 

value creation. Overall, such an approach to understanding value creation is 

meaningful, in that the findings showed that some socio-structural elements of the firm 

directly supported the development of ICPV (and/or its dimensions). Although, micro-

application of the value-in-social-context perspective is in its infancy, there is potential 

to generate new knowledge from the perspective of all value integrators/beneficiaries 

(i.e., internal and external stakeholders). In this respect, future research 

recommendations are later discussed in Section 6.7.2. 

6.5.2.  Practical Contributions and Implications 

Overall, the findings of this study can inform service managers of which socio-structural 

and social exchange elements may be used to enhance value perceptions of internal 

customers and improve the health of value creation within the firm. In essence, there 
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are three key areas for managerial consideration relating to organisational culture, 

communications and relationship building. 

6.5.2.1.  Organisational Culture 

The results of this study demonstrated that moral rules, communicated through the 

firm’s culture, played a significant role in the value co-creation process. Essentially, this 

is not problematic if the policies and procedures (i.e., procedural rules), developed and 

espoused by the firm, are translated into cultural behaviours and norms. In this sense, 

organisational culture can effectively be used to reinforce the firm’s intended values. 

Consequently, incisive managers should consciously monitor the alignment between 

intended behaviours (i.e., procedural rules) and actual behaviours (i.e., moral rules) 

and have clear remedies in place when deviation occurs. Importantly, deviation need 

not necessarily be dealt with punitively (i.e., internal customers); but rather may provide 

an important source of information in the case where actual behaviours represent 

“what works in reality” rather than what is described within the firm’s policies and 

procedures. Therefore, whether remedial strategy is directed towards the firm’s internal 

constituents or towards the firm’s procedural rules becomes irrelevant. In support of 

value creation for the firm and the individual, what is important is the alignment 

between the firm’s goals and rules and internal customers’ behaviours in reality.  

6.5.2.2.  Communication 

As the communicative structure (i.e., authoritative resources) provides more influence 

for part-time individuals, managerial consideration must be given to the efficacy and 

accessibility of communication for this employment group. Importantly, consideration 

must not only be given to the activities that promote the flow of information and support 

a cooperative environment, but also to the accessibility to organisational decision 

making. Often collaborative decision making involves only those individuals who have 

a full-time investment in the firm. Nevertheless, part-time individuals must be 

recognised as a group of internal customers that, aggregately, often represent a large 

proportion of labour input to value creation. However, the inherent resources (i.e., 

operant) of this group may well be under-utilised, signifying considerable managerial 

oversight through quasi-discrimination. On this basis, service managers should re-think 

their decision-making structures to support inclusion of this often-neglected group. 

While these individuals may only work on a part-time basis, enabling their active 

participation in organisational decision making may go a long way in producing their 

full-time “buy-in” to the firm. 
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6.5.2.3.  Relationship Building 

Establishing relationships, within and between internal and external stakeholders, was 

found to be an important source of value. While relationship building with external 

stakeholders holds a prominent place in contemporary marketing strategy (i.e., 

relationship marketing), astute managers should consider formalising an internal 

relationship-marketing program, which benefits all internal customers. Although the 

findings showed that relationships amongst internal stakeholders were a larger source 

of value for full-time internal customers, this does not necessarily mean part-time 

individuals do not have potential in this respect. In other words, part-time individuals 

may have little opportunity to develop relationships with internal stakeholders and, 

therefore, it was the absence of relational exchange that was reflected in the findings of 

this research. As such, in treating part-time individuals on a level playing field with full-

time individuals, conscious efforts should be made to endorse social inclusion for this 

group. To this end, establishing social interaction activities between internal customers 

(at all levels and employment statuses) such as; encouraging team-building activities 

(e.g., participating in charitable causes); and planning of social events that are 

inclusive of all internal customers (and their families) may well go a long way in 

supporting value creation, at the individual level, and internally-driven competitive 

advantage, at the firm level.  

6.6.  LIMITATIONS  

As with all research, it is important to acknowledge the limitations that establish the 

boundaries (or scope) of the findings and inform direction for future research. This 

study has two key limitations, which relate to the methodological tactics and the 

generalisability of results. These are further discussed. 

6.6.1.  Survey Research  

To acquire quantitative data, this study utilised an online self-administered survey 

instrument (refer Chapter Four). Although, survey research is a common data 

collection practice (Burns & Bush, 2014), there are several potential limitations for 

consideration. Firstly, item-measurement is an important issue to be addressed, given 

that quality measures yield good results (Gray & Guppy, 2003). For this reason, all 

constructs in this study included multiple item measures, which were adapted from 

established research to increase validity and reliability. Secondly, measurement error is 

another important consideration, as the instruments in this research require 

respondents to accurately report their level of agreement with all survey items. 
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Importantly, reliability and validity checks surpassed acceptable benchmark values, 

authenticating that measurement error was not an issue. Another important concern in 

survey research is common method variance (Podsakoff et al., 2003), and with a view 

to reducing this self-report bias, data collection was facilitated over two-waves (refer 

Section 4.3.4). Furthermore, as discussed in Section 4.3.2.1.1, respondents could 

answer survey questions in a deviant manner, causing issues for survey research 

(Oppenheimer et al., 2009). To identify deviant respondents, this study utilised an 

instructional manipulation check, whereby failed responses were removed from the 

final data analysis set. Finally, every attempt was made to stringently test the integrity 

of resultant data so that the interpretation of the findings was accurate and meaningful. 

6.6.2.  Generalisability 

A second potential limitation of this study relates to the generalisability of results, which 

emerge when data are collected in one geographic location. The sample comprised 

United States-based respondents, and thus, generalisability of this research’s findings 

outside this country should be cautioned. Nevertheless, the United States represents a 

typical developed Western country (Pritchard & Wallace, 2011) and, therefore, the 

findings can, with a certain degree of confidence, be generalised to other western 

countries such as Australia, New Zealand and the United Kingdom.  

6.7.  FUTURE RESEARCH  

Having considered the findings, implications and limitations of this study, a range of 

opportunities for future research are identified. As such, future research opportunities 

are discussed in the context of tenure, comparisons of internal and external customer 

dyads, broadening the ICPV research scope across different contexts, respondent 

groups and cultures, and examining the influence of authoritative resources according 

to employment level. 

6.7.1.  Tenure Investigation 

Although no effect of tenure was found in this research, the study of tenure should not 

stop here. There is significant research evidence to suggest that tenure does play a 

role in the evaluation of all internal customers (e.g., Alexandrov et al., 2007). However, 

as found by other researchers (e.g., Hulin & Smith, 1965; Wagner, Ferris, Fandt & 

Wayne, 1987) the nature of the relationship may be curvilinear. On this basis, 

particularly in the individual examination of the four ICPV dimensions, future research 
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should examine if there is an optimal point in time when ICPV is likely to be at its 

highest level and at which point in time tenure has its greatest effect. 

6.7.2.  Comparison of Internal/External Customer 

Further research should also contrast how value is socially constructed for 

internal/external customer dyads. As the ICPV scale is derived from the external 

customer literature, the ICPV and PERVAL scales provide a strong comparative 

measurement platform and, importantly, enable scrutiny of the relationship between 

internal and external customer perceived value. Furthermore, such comparisons 

should acknowledge the notion of opportunity and proximity for both customer groups. 

The findings of this study clearly show that there are some significant differences of 

social construction amongst full-time and part-time internal customers. This may also 

be the case for “full-time” versus “part-time” external customers where interactional 

frequency may play an important defining role in the formation of heterogeneous 

customer groups. 

6.7.3.  Broadening the Research Scope 

The value of the 18-item ICPV scale (see Table 5.7) can only be realised through 

further empirical work across different contexts, respondent groups and cultures. 

Examination of ICPV across different contexts (e.g., standardised versus customised 

service environments; physical versus virtual environments), different internal customer 

groups (e.g., frontline employees versus managers/supervisors; professional versus 

non-professional service personnel) and different cultures (e.g., Eastern versus 

Western cultures; emerging versus developed economies) provide some preliminary 

examples of how knowledge of ICPV can grow from this infant stage. 

6.7.4.  Authoritative Resources at Different Levels of Employment 

While, in this study, authoritative resources did little to create value for internal 

customers (particularly those employed full-time), it was suggested that this finding 

might be attributed to the individual’s positioning within the firm (refer Section 6.3.1.1). 

Accordingly, future research should explore the effect of authoritative resources on 

ICPV at different levels of employment (i.e., middle management to top management) 

or level of decision-making responsibility that is attached to the job, to determine at 

which point these resources become valued. Such an investigation will provide 

empirical evidence of Edvardsson et al.’s (2011) argument that value creation is 

dependent upon the actor’s role and positioning in the social structure. 
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6.7.5.  Other Influential Variables 

A final opportunity for future research involves investigating the consequences of ICPV. 

In the external customer perceived value literature, there is a plethora of evidence 

attributing perceived value to customer loyalty (Parasuraman & Grewal, 2000; Yang & 

Peterson, 2004), customer satisfaction (Lin, Sher & Shih, 2005; Hu, Kandampully & 

Juwaheer, 2009), word of mouth (Hartline & Jones, 1996; Lin et al., 2005) and 

behavioural intentions (Cronin et al., 2000; Lin et al., 2005). On this basis, future 

research should investigate whether perceived value, in the internal customer domain 

leads to similar outcomes. That being the case, it may be worthwhile to examine 

whether ICPV influences job satisfaction, employee word of mouth, intention to stay, 

and citizenship behaviours.  

6.8.  CONCLUSION 

The notion of value co-creation in organisational settings has, for some time, been the 

focus of contemporary marketing thought. Notably, the complex process of value co-

creation involves the integration of organisational and individual resources that produce 

benefits to various stakeholder groups. Importantly, internal customers represent key 

value beneficiaries in the value co-creation process, yet the dynamics of value creation 

for this group have, to date, received little research attention. This thesis addresses 

this significant gap in the literature through the conceptualisation and empirical 

validation of a Model of Value Creation: An Internal Customer Perspective. 

Accordingly, this model is the first of its kind to operationalise internal customer 

perceived value (ICPV) and to test antecedent relationships from the value-in-social-

context perspective. As a consequence, the theoretical contribution of this study is 

substantial and, from a practical perspective, astute managers will benefit from 

discussions surrounding organisational culture, communication and relationship 

building prompted by the findings of this study. Moreover, this research provides a solid 

platform for future research to advance understanding of value co-creation, not only for 

internal customers, but for all significant others who act as resource integrators and 

beneficiaries in the value co-creation process. Consequently, the research presented in 

this thesis provides significant immediate and long-term worth in this essential area of 

academic research. 
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APPENDICES 

APPENDIX ONE: Expert Panel Results 

Construct/ 
Dimension 

Variable 
Number 

Item Description *FVI *IRA *CVI 
*REP *CLA 

Internal Customer Perceived Value (ICPV) 
Monetary Value 
(Compensation) 

V1 
V2 
V3 
V4 

Reasonable pay compared to others. 
Remuneration package very beneficial. 
Paid well. 
Appropriately compensated. 
 

1.0 
1.0 
1.0 
1.0 
1.0 

.83 
1.0 
1.0 
1.0 
1.0 

.67 
1.0 
1.0 
.83 
.75 

 
 
 
 
.97 

Functional Value 
(Task-Related) 

V5 
V6 
V7 
V8 
V9 

Get all the help to do good job. 
Well trained for task performance. 
Well informed of tasks. 
Provided clear guidelines and support. 
Supported to make changes. 
 

1.0 
1.0 
1.0 
.83 
1.0 
.97 

1.0 
.83 
.83 
.83 
.83 
1.0 

1.0 
1.0 
1.0 
.67 
1.0 
.80 

 
 
 
 
 
.83 

Emotional Value 
(Intrinsic 
rewards) 

V10 
V11 
V12 
V13 
V14 
 

Enjoy work.  
Look forward to going into work. 
Like working in organisation. 
Work feels good. 
Work gives pleasure. 

1.0 
.83 
1.0 
.83 
1.0 
.93 

1.0 
.83 
1.0 
1.0 
1.0 
1.0 

1.0 
1.0 
1.0 
1.0 
1.0 
1.0 

 
 
 
 
 
.97 

Social Value 
(Relational)  

V15 
V16 
V17 
V18 
V19 
V20 
 

Formation of strong friendships. 
Socialise with co-workers outside work. 
Confide in people at work. 
Trust many co-workers a great deal. 
Look forward to seeing co-workers. 
Have at least one true friend. 

1.0 
1.0 
1.0 
.67 
.83 
1.0 
.92 

.83 

.83 

.83 
1.0 
1.0 
.83 
1.0 

1.0 
1.0 
1.0 
1.0 
1.0 
1.0 
1.0 

 
 
 
 
 
 
.89 

Need Gratification  
Material Resources (Need Gratification) 
Satisfaction 
derived from 
Remuneration 

V21 
V22 
V23 
V24 
 

Remuneration as encouragement to stay. 
Remuneration makes work enjoyable. 
Remuneration evokes feelings of delight. 
Remuneration makes it all worthwhile. 
 

N/A 
N/A 
N/A 
N/A 
N/A 

.83 

.83 
1.0 
1.0 
1.0 

1.0 
1.0 
1.0 
.83 
1.0 

 
 
 
 
.92 

Satisfaction 
derived from 
Resources 

V25 
V26 
V27 
V28 
 

Resources as encouragement to stay. 
Resources make work enjoyable. 
Resources evoke feelings of delight.  
Resources make it all worthwhile. 
 

N/A 
N/A 
N/A 
N/A 
N/A 

1.0 
1.0 
1.0 
.83 
1.0 

1.0 
1.0 
.83 
.83 
1.0 

 
 
 
 
.96 

Satisfaction 
derived from 
Technology 

V29 
V30 
V31 
V32 

Technology as encouragement to stay. 
Technology makes work enjoyable. 
Technology evokes feelings of delight. 
Technology makes it all worthwhile. 

.83 
1.0 
1.0 
1.0 
.96 

.83 

.83 

.83 

.83 
1.0 

.67 

.83 

.83 

.50 

.50 

 
 
 
 
 .83 

Motivation 
derived from 
Remuneration 

V33 
V34 
V35 
V36 
 

Remuneration enthuses performance. 
Remuneration encourages extra initiative. 
Remuneration motivates work through breaks. 
Remuneration invigorates above and beyond call of 
duty. 

N/A 
N/A 
N/A 
 
N/A 
N/A 

1.0 
1.0 
1.0 
 
1.0 
1.0 

1.0 
1.0 
1.0 
. 
83 
1.0 

 
 
 
 
 
1.0 

Motivation 
derived from 
Resources 
 

V37 
V38 
V39 
V40 
 

Resources enthuse performance. 
Resources encourage extra initiative. 
Resources motivate work through breaks. 
Resources invigorate above and beyond call of duty. 

N/A 
N/A 
N/A 
N/A 
N/A 

1.0 
.83 
.83 
.67 
.75 

1.0 
.83 
.83 
.67 
.75 

 
 
 
 
.83 

Motivation 
derived from 
Technology 

V41 
V42 
V43 
V44 

Technology enthuses performance. 
Technology encourages extra initiative. 
Technology motivates work through breaks. 
Technology invigorates above and beyond call of duty.  
 

1.0 
1.0 
1.0 
.83 
.96 

1.0 
.83 
.83 
.67 
.75 

.83 

.67 

.67 

.67 

.25 

 
 
 
 
.83 

Resources of Authority (Need Gratification) 
Satisfaction 
derived from 
Resources of 
Authority 

V45 
V46 
V47 
V48 

Collaboration as encouragement to stay. 
Collaboration makes work enjoyable. 
Collaboration evokes feelings of delight. 
Collaboration makes it all worthwhile. 
 

N/A 
N/A 
N/A 
N/A 
N/A 

.83 

.83 

.83 

.83 
1.0 

1.0 
1.0 
1.0 
.83 
1.0 

 
 
 
 
.83 
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Construct/ 
Dimension 

Variable 
Number 

Item Description *FVI *IRA *CVI 
*REP *CLA 

Motivation 
derived from 
Resources of 
Authority 

V49 
V50 
V51 
V52 
 

Collaboration enthuses performance. 
Collaboration encourages extra initiative. 
Collaboration motivates work through breaks. 
Collaboration invigorates above and beyond call of 
duty. 

N/A 
N/A 
N/A 
 
N/A 
N/A 

1.0 
1.0 
1.0 
 
1.0 
1.0 

1.0 
1.0 
1.0 
 
.83 
1.0 

 
 
 
 
 
1.0 

Procedural Rules (Need Gratification) 
Satisfaction 
derived from 
Policies 

V53 
V54 
V55 
V56 
 

Policies as encouragement to stay. 
Policies make work enjoyable. 
Policies evoke feelings of delight. 
Policies make it all worthwhile. 
 

N/A 
N/A 
N/A 
N/A 
N/A 

1.0 
.83 
.83 
.83 
1.0 

.83 

.83 

.83 

.83 
1.0 

 
 
 
 
.87 

Satisfaction 
derived from 
Procedures 

V57 
V58 
V59 
V60 

Procedures as encouragement to stay. 
Procedures make work enjoyable. 
Procedures evoke feelings of delight. 
Procedures make it all worthwhile. 
 

N/A 
N/A 
N/A 
N/A 
N/A 

.83 

.83 

.83 

.83 
1.0 

.83 
1.0 
.83 
.83 
1.0 

 
 
 
 
.83 

Motivation 
derived from 
Policies 

V61 
V62 
V63 
V64 
 

Polices enthuse performance. 
Polices encourage extra initiative. 
Polices motivate work through breaks. 
Polices invigorate above and beyond call of duty. 
 

N/A 
N/A 
N/A 
N/A 
N/A 

1.0 
1.0 
.83 
.83 
1.0 

.83 

.83 

.83 

.83 
1.0 

 
 
 
 
.92 

Motivation 
derived from 
Procedures 

V65 
V66 
V67 
V68 
 

Procedures enthuse performance. 
Procedures encourage extra initiative. 
Procedures motivate work through breaks. 
Procedures invigorate above and beyond call of duty. 
 

N/A 
N/A 
N/A 
N/A 
N/A 

1.0 
1.0 
1.0 
1.0 
1.0 

.83 

.83 

.83 
1.0 
1.0 

 
 
 
 
1.0 

Moral Rules (Need Gratification) 
Satisfaction 
derived from 
Moral Rules 

V69 
V70 
V71 
V72 
 

The organisation’s culture as encouragement to stay. 
The organisation’s culture makes work enjoyable. 
The organisation’s culture evokes feelings of delight. 
The organisation’s culture makes it all worthwhile. 
 

N/A 
N/A 
N/A 
N/A 
N/A 

1.0 
1.0 
.83 
.83 
1.0 

1.0 
1.0 
1.0 
.83 
1.0 

 
 
 
 
.92 

Motivation 
derived from 
Moral Rules 

V73 
V74 
V75 
 
V76 
 
 

The organisation’s culture enthuses performance. 
The organisation’s culture encourages extra initiative. 
The organisation’s culture motivates work through 
breaks. 
The organisation’s culture invigorates above and 
beyond call of duty. 

N/A 
N/A 
 
N/A 
 
N/A 
N/A 

1.0 
1.0 
 
1.0 
 
1.0 
1.0 

1.0 
1.0 
 
1.0 
 
1.0 
1.0 

 
 
 
 
 
 
1.0 

Internal-Internal Stakeholder Exchanges (Need Gratification) 
Satisfaction 
derived from 
relationships 
with 
management 

V77 
 
V78 
V79 
 
V80 
 

Relationships with management as encouragement to 
stay. 
Relationships with management make work enjoyable. 
Relationships with management evoke feelings of 
delight. 
Relationships with management make it all worthwhile. 
 

 
N/A 
N/A 
 
N/A 
N/A 
N/A 

 
1.0 
.83 
 
.83 
.83 
1.0 

 
1.0 
1.0 
 
.83 
.83 
1.0 

 
 
 
 
 
 
.87 

Satisfaction 
derived from 
relationships 
with co-workers 

V81 
 
V82 
V83 
 
V84 

Relationships with co-workers as encouragement to 
stay. 
Relationships with co-workers make work enjoyable. 
Relationships with co-workers evoke feelings of 
delight.  
Relationships with co-workers make it all worthwhile. 

N/A 
 
N/A 
 
N/A 
N/A 
N/A 

.83 
 
1.0 
 
.83 
.83 
1.0 

1.0 
 
1.0 
 
1.0 
.83 
1.0 

 
 
 
 
 
 
.87 

Motivation 
derived from 
relationships 
with 
management 

V85 
V86 
 
V87 
 
V88 

Relationships with management enthuse performance. 
Relationships with management encourage extra 
initiative. 
Relationships with management motivate work through 
breaks.  
Relationships with management invigorate above and 
beyond call of duty.  

N/A 
 
N/A 
 
N/A 
 
N/A 
N/A 

1.0 
 
1.0 
 
1.0 
 
1.0 
1.0 

1.0 
 
1.0 
 
1.0 
 
1.0 
1.0 

 
 
 
 
 
 
 
1.0 

Motivation 
derived from 
relationships 
with co-workers 

V89 
V90 
V91 
 
V92 
 

Relationships with co-workers enthuse performance. 
Relationships with co-workers encourage extra 
initiative. 
Relationships with co-workers motivate work through 
breaks. 
Relationships with co-workers invigorate above and 
beyond call of duty. 

N/A 
 
N/A 
 
N/A 
 
N/A 
N/A 

1.0 
 
1.0 
 
1.0 
 
1.0 
1.0 

1.0 
 
1.0 
 
1.0 
 
1.0 
1.0 

 
 
 
 
 
 
 
1.0 
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* FVI – Factorial Validity Index; IRA – Interrater agreement; REP – Representativeness; CLA – Clarity and CVI – Content 
Validity Index. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

Construct/ 
Dimension 

Variable 
Number 

Item Description *FVI *IRA *CVI 
*REP *CLA 

Internal-External Stakeholder Exchanges (Need Gratification) 
Satisfaction 
derived from 
relationships 
with external 
stakeholders 

V93 
 
V94 
 
V95 
 
V96 
 

Relationships with external stakeholders as 
encouragement to stay. 
Relationships with external stakeholders make work 
enjoyable. 
Relationships with external stakeholders evoke 
feelings of delight. 
Relationships with external stakeholders make it all 
worthwhile. 

 
N/A 
 
N/A 
 
N/A 
 
N/A 
N/A 

 
1.0 
 
1.0 
 
.83 
 
.83 
1.0 

 
1.0 
 
1.0 
 
1.0 
 
.83 
1.0 

 
 
 
 
 
 
 
 
.92 

Motivation 
derived from 
relationships 
with external 
stakeholders 

V97 
 
V98 
 
V99 
 
V100 
 
 

Relationships with external stakeholders enthuse 
performance. 
Relationships with external stakeholders encourage 
extra initiative. 
Relationships with external stakeholders motivate work 
through breaks.  
Relationships with external stakeholders invigorate 
above and beyond call of duty.  
 

 
N/A 
 
N/A 
 
N/A 
 
N/A 
N/A 

 
1.0 
 
1.0 
 
1.0 
 
1.0 
1.0 

 
1.0 
 
1.0 
 
1.0 
 
1.0 
1.0 

 
 
 
 
 
 
 
 
1.0 

 
TOTAL ITEMS                                                                                                            100  
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APPENDIX TWO:  Pilot Study Results 

Construct/ 
Dimension 

Variable 
Number 

Item Description Factor 
Loadings 

Variance  
Explained 
(%) 

Cronbach 
Alpha  
 

Internal Customer Perceived Value (ICPV) 
Monetary Value 
(Compensation) 

V1 
V2 
V3 
V4 

Reasonable pay compared to others. 
Remuneration package very attractive. 
Paid well. 
Appropriately compensated. 

.845 

.889 

.918 

.918 

 
 
 
79.74 

 
 
 
.915 

Functional Value 
(Task-Related) 

V5 
V6 
V7 
V8 
V9 

Get all the help to do good job. 
Well trained for task performance. 
Well informed of tasks. 
Provided clear guidelines. 
Supported to make change. 

.714 

.875 

.882 

.816 

.804 

 
 
 
 
67.31 

 
 
 
 
.874 

Social Value 
(Relational) 

V10 
V11 
V12 
V13 
V14 
V15 

Formation of strong friendships. 
Socialise with co-workers outside work. 
Confide in people at work. 
Trust my co-workers a great deal. 
Look forward to seeing co-workers. 
Have at least one true friend. 

.755 

.740 

.891 

.794 

.773 

.760 

 
 
 
 
 
61.91 

 
 
 
 
 
.870 

Emotional Value 
(Intrinsic 
rewards) 

V16 
V17 
V18 
V19 
V20 

Enjoy work. 
Look forward to going into work. 
Like working in organisation. 
Work feels good. 
Work gives pleasure. 

.890 

.916 

.962 

.918 

.948 

 
 
 
 
85.91 

 
 
 
 
.956 

Material Resources (Need Gratification) 
Satisfaction 
derived from 
Remuneration 

V21 
V22 
V23 
V24 

Remuneration as encouragement to stay. 
Remuneration makes work enjoyable. 
Remuneration evokes feelings of delight. 
Remuneration makes it all worthwhile. 

.907 

.924 

.942 

.929 

 
 
 
85.72 

 
 
 
.944 

Satisfaction 
derived from 
Resources 

V25 
V26 
V27 
V28 

Resources as encouragement to stay. 
Resources make work enjoyable. 
Resources evoke feelings of delight. 
Resources make it all worthwhile. 

.957 

.962 

.941 

.965 

 
 
 
91.44 

 
 
 
.969 

Satisfaction 
derived from 
Technology 

V29 
V30 
V31 
V32 

Technology as encouragement to stay. 
Technology makes work enjoyable. 
Technology evokes feelings of delight. 
Technology makes it all worthwhile. 

.967 

.969 

.955 

.978 

 
 
 
93.56 

 
 
 
.977 

Motivation 
derived from 
Remuneration 

V33 
V34 
V35 
 
V36 
 

Remuneration enthuses performance. 
Remuneration encourages extra initiative. 
Remuneration motivates work through 
breaks.  
Remuneration prompts behaviour above and 
beyond call of duty. 

.921 

.969 
 
.931 
 
.953 

 
 
 
 
 
89.06 

 
 
 
 
 
.959 

Motivation 
derived from 
Resources 
 

V37 
V38 
V39 
V40 

Resources enthuse performance. 
Resources encourage extra initiative. 
Resources motivate work through breaks.  
Resources prompts behaviour above and 
beyond call of duty. 

.947 

.955 

.943 
 
.959 

 
 
 
 
90.39 

 
 
 
 
.964 

Motivation 
derived from 
Technology 

V41 
V42 
V43 
V44 

Technology enthuses performance. 
Technology encourages extra initiative. 
Technology motivates work through breaks.  
Technology prompts behaviour above and 
beyond call of duty.  

.979 

.985 

.905 
 
.984 

 
 
 
 
92.91 

 
 
 
 
.974 

Resources of Authority (Need Gratification) 
Satisfaction 
derived from 
Resources of 
Authority 

V45 
V46 
V47 
V48 

Collaboration as encouragement to stay. 
Collaboration makes work enjoyable. 
Collaboration evokes feelings of delight.  
Collaboration makes it all worthwhile. 

.953 

.951 

.963 

.949 

 
 
 
90.98 

 
 
 
.967 

Motivation 
derived from 
Resources of 
Authority 

V49 
V50 
V51 
V52 

Collaboration enthuses performance. 
Collaboration encourages extra initiative. 
Collaboration motivates work through 
breaks.  
Collaboration prompts behaviour above and 
beyond call of duty.  

.903 

.918 
 
.835 
 
.926 

 
 
 
 
 
80.31 

 
 
 
 
 
.916 

Procedural Rules (Need Gratification) 
Satisfaction 
derived from 
Policies 

V53 
V54 
V55 
V56 

Policies as encouragement to stay. 
Policies make work enjoyable. 
Policies evoke feelings of delight. 
Policies make it all worthwhile. 

.969 

.966 

.968 

.981 

 
 
 
94.27 

 
 
 
.980 
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Construct/ 
Dimension 

Variable 
Number 

Item Description Factor 
Loadings 

Variance  
Explained 
(%) 

Cronbach 
Alpha  
 

Satisfaction 
derived from 
Procedures 

V57 
V58 
V59 
V60 

Procedures as encouragement to stay. 
Procedures make work enjoyable. 
Procedures evoke feelings of delight. 
Procedures make it all worthwhile. 

.950 

.984 

.983 

.978 

 
 
 
94.87 

 
 
 
.982 

Motivation 
derived from 
Policies 

V61 
V62 
V63 
V64 

Polices enthuse performance. 
Polices encourage extra initiative. 
Polices motivate work through breaks.  
Polices prompt behaviour above and beyond 
call of duty. 

.928 

.972 

.953 
 
.972 

 
 
 
 
91.49 

 
 
 
 
.968 

Motivation 
derived from 
Procedures 

V65 
V66 
V67 
V68 

Procedures enthuse performance. 
Procedures encourage extra initiative. 
Procedures motivate work through breaks.  
Procedures prompt behaviour above and 
beyond call of duty. 

.934 

.974 

.958 
 
.956 

 
 
 
 
91.36 

 
 
 
 
.968 

Moral Rules (Need Gratification) 
Satisfaction 
derived from 
Moral Rules 

V69 
 
V70 
 
V71 
 
V72 
 

The organisation’s culture as 
encouragement to stay. 
The organisation’s culture makes work 
enjoyable. 
The organisation’s culture evokes feelings of 
delight. 
The organisation’s culture makes it all 
worthwhile. 

 
.977 
 
.960 
 
.969 
 
.976 

 
 
 
 
 
 
 
94.17 

 
 
 
 
 
 
 
.979 

Motivation 
derived from 
Moral Rules 

V73 
 
V74 
 
V75 
 
V76 
 

The organisation’s culture enthuses 
performance. 
The organisation’s culture encourages extra 
initiative. 
The organisation’s culture motivates work 
through breaks.  
The organisation’s culture prompts 
behaviour above and beyond call of duty.  

 
.949 
 
.972 
 
.904 
 
.964 

 
 
 
 
 
 
 
89.76 

 
 
 
 
 
 
 
.961 

Internal-Internal Stakeholder Exchanges (Need Gratification) 
Satisfaction 
derived from 
relationships 
with 
management 

V77 
 
V78 
 
V79 
 
V80 
 

Relationships with management as 
encouragement to stay. 
Relationships with management make work 
enjoyable. 
Relationships with management evoke 
feelings of delight. 
Relationships with management make it all 
worthwhile. 

 
.967 
 
.959 
 
.978 
 
.968 

 
 
 
 
 
 
 
93.72 

. 
 
 
 
 
 
 
.978 

Satisfaction 
derived from 
relationships 
with co-workers 

V81 
 
V82 
 
V83 
 
V84 
 

Relationships with co-workers as 
encouragement to stay. 
Relationships with co-workers make work 
enjoyable. 
Relationships with co-workers evoke feelings 
of delight. 
Relationships with co-workers make it all 
worthwhile. 

 
.965 
 
.934 
 
.953 
 
.935 

 
 
 
 
 
 
 
89.66 

 
 
 
 
 
 
 
.960 

Motivation 
derived from 
relationships 
with 
management 

V85 
 
V86 
 
V87 
 
V88 
 

Relationships with management enthuse 
performance. 
Relationships with management encourage 
extra initiative. 
Relationships with management motivate 
work through breaks. 
Relationships with management prompt 
behaviour above and beyond call of duty. 

 
.941 
 
.921 
 
.913 
 
.981 

 
 
 
 
 
 
 
88.23 

 
 
 
 
 
 
 
.953 

Motivation 
derived from 
relationships 
with co-workers 

V89 
 
V90 
 
V91 
 
V92 
 

Relationships with co-workers enthuse 
performance. 
Relationships with co-workers encourage 
extra initiative. 
Relationships with co-workers motivate work 
through breaks. 
Relationships with co-workers prompts 
behaviour above and beyond call of duty. 

 
.927 
 
.981 
 
.878 
 
.961 

 
 
 
 
 
 
 
87.84 

 
 
 
 
 
 
 
.949 
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Construct/ 
Dimension 

Variable 
Number 

Item Description Factor 
Loadings 

Variance  
Explained 
(%) 

Cronbach 
Alpha  
 

Internal-External Stakeholder Exchanges (Need Gratification) 
Satisfaction 
derived from 
relationships 
with external 
stakeholders 

V93 
 
V94 
 
V95 
 
V96 

Relationships with external stakeholders as 
encouragement to stay. 
Relationships with external stakeholders 
make work enjoyable. 
Relationships with external stakeholders 
evoke feelings of delight. 
Relationships with external stakeholders 
make it all worthwhile. 

 
.940 
 
.964 
 
.978 
 
.982 

 
 
 
 
 
 
 
93.34 

 
 
 
 
 
 
 
.976 

Motivation 
derived from 
relationships 
with external 
stakeholders 

V97 
 
V98 
 
V99 
 
V100 
 
 

Relationships with external stakeholders 
enthuse performance. 
Relationships with external stakeholders 
encourage extra initiative. 
Relationships with external stakeholders 
motivate work through breaks. 
Relationships with external stakeholders 
prompt behaviour above and beyond call of 
duty. 

 
.920 
 
.975 
 
.926 
 
 
.958 

 
 
 
 
 
 
 
 
89.30 

 
 
 
 
 
 
 
 
.956 
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APPENDIX THREE: Survey One 
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APPENDIX FOUR: Survey Two 
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