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ABSTRACT

A paradigm shift in Human Resource Management (HRM) is not enough to establish it as an
asset. A service-dominant logic (SDL) approach is essential to place employees at the centre of
institutional focus. The objective of this study is to analyse the role of Internal Marketing (IM)
in enhancing Work Engagement (WE) and performance within higher education. The research
method involves a causal study, utilising an explanatory survey with a questionnaire
administered to lecturers in private higher education institutions. The sample consists of 357
respondents selected through cluster random sampling. Data analysis was conducted using
covariant Structural Equation Modelling (SEM). When integrated as part of the HRM system,
IM impacts lecturers’ WE and performance. This integration enables institutions to fulfil their
roles in providing teaching, research, and community services. IM positively influences job
performance, both directly and through WE, with mediation effects partially observed. This
study bridges marketing science and SDL, showcasing the interface between co-creation and
HR in higher education institutions as a basis for individual performance improvement.

Keywords: Higher education, Job Demands-Resources, Job performance, Lecturer,
Service-Dominant Logic.
JEL Codes: M10

I. Introduction

INTERNAL MARKETING (IM) has been a topic of interest for decades, although recent
trends indicate a decline in research on this subject (Qaisar & Muhamad, 2022). As a
strategic approach, IM applies marketing principles to reduce resistance to change while
aligning, motivating, and coordinating employees (Soleymandarabi et al., 2024). It is
recognised as an effective strategy to build organisational capabilities and leverage
environmental opportunities (Sahibzada et al., 2019).
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Despite its potential, the implementation of IM faces significant challenges.
Sahibzada et al. (2019) affirm that the concept of IM can adapt to evolving business
conditions, organisational demands, and advancements in higher education. However,
the acceptance of the IM concept is very limited among higher education practitioners
(Vel et al., 2019). IM remains a relatively new concept in non-Western countries (de
Bruin et al., 2021). On the contrary, organisations often struggle with addressing the
diverse needs of their employees amid limited resources, which leads to a weak
application of IM practices (Davras, 2024; Khan et al., 2024). This issue is particularly
evident in higher education, where the application of IM is the lowest compared to other
sectors (Altarifi, 2014; Qaisar & Muhamad, 2022). In this context, a limited scope and
the fragmentation of functions responsible for IM create confusion and hinder its
consistent and effective implementation, especially in educational institutions
(Bendtsen, 2024).

Higher education institutions are expected to generate knowledge that significantly
impacts socio-economic development (Ochieng & Gyasi, 2021) and to serve as
instruments for advancing human civilisation (Retnowati et al., 2021). However, many
institutions, particularly private ones, lack comprehensive strategic frameworks that
optimise service provision for their internal customers, namely, lecturers. High teaching
loads and insufficient support for research further contribute to low productivity and
unmet expectations among lecturers (Lee et al., 2019; Ochieng & Gyasi, 2021; Sherani et
al., 2023; Winarno & Hermana, 2021).

Integrating the principles of Service-Dominant Logic (SDL) into IM provides a
promising theoretical and operational framework for addressing these challenges. SDL,
as introduced by Vargo and Lusch (2006), emphasises that value is co-created through
dynamic interactions between providers and beneficiaries, positioning employees not
merely as passive service deliverers but as active co-creators of value. This perspective
highlights the importance of employees’ skills and knowledge, considered as operant
resources, which are central to driving value creation (Gronroos & Gummerus, 2014; Qiu
et al., 2021). By embracing SDL, IM moves away from a supplier-dominated view and
adopts a more interactive, collaborative approach that aligns with modern, flexible work
arrangements.

The operational integration of IM into human resource management (HRM) systems
further reinforces this shift (Al-Khateeb & Al-Hashmawi, 2021; Chen & Chen, 2015;
Pavlidou & Efstathiades, 2021). Treating HR functions as an internal market enables
organisations to enhance recruitment, training, and motivation, ultimately aligning
employees with the institution’s strategic goals. This approach is particularly relevant in
higher education, where the heavy teaching loads and considerable pressure on lecturers
demand innovative solutions to improve research productivity and overall performance.
By leveraging SDL, IM not only enhances employee engagement but also drives
sustainable value co-creation both within the institution and during interaction with
external stakeholders.

Overall, IM holds significant potential to enhance employee performance through
employee engagement and educational service quality; however, its current
implementation in higher education remains limited. Integrating SDL into IM strategies
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offers a robust framework that repositions employees as active participants in value
creation. This paradigm shift is essential for fostering dynamic engagement and
performance in higher education institutions. IM positions lecturers as internal
customers. This practice is evidenced by the provision of resources that ensure both work
engagement (WE) and performance (Bakker et al., 2023; Bakker et al., 2004). IM
increases employee engagement, including at the faculty level, to drive innovative
educational service performance (Sarangal et al., 2024; Yildiz, 2016b). IM strongly
influences institutional output (Chen & Chen, 2015). By guaranteeing the availability of
these resources, IM fosters an environment where lecturers become emotionally and
actively engaged in teaching, research, and community service. Integrating these three
variables illustrates a mechanism that supports two critical processes, namely, the health
impairment process and the motivational process, which directly contribute to enhanced
professional performance.

This research contributes to filling the gaps in IM and its relationship with employees
by: 1) clarifying the concept of IM based on the theoretical framework of SDL; 2)
providing an operational framework for developing a research performance
management system within a university environment through an interdisciplinary
approach grounded in SDL. The study highlights the importance of an interdisciplinary
perspective in HR governance as an optimal way to boost engagement and performance;
and 3) additionally, it offers practical guidelines to continually integrate IM into HR
activities by treating HRs as customers to drive engagement and performance. Qiu et al.
(2021) emphasise the value of organising knowledge about IM to meet practical needs.

The objectives of this research are based on the following research questions:

RQ1: What is the impact of IM on employee performance in higher education?

RQ2: Does engagement mediate the effect of IM on employee performance in higher
education?

The structure of this paper consists of six sections: the first section is the introduction,
which explains the theoretical gap concerning the lack of research on IM and its functions
in higher education. The second section comprises the literature review and hypothesis
development, based on the research objectives and relevant studies. The third section
discusses the research method, detailing the sample criteria, minimising common
method bias, and ethical considerations, including how to collect data in a non-biased
manner. The fourth section presents the results in line with the research objectives. The
fifth section discusses the findings in relation to previous studies, highlighting both
contrasts and similarities. The sixth section concludes with an examination of the
implications and limitations of the research as a basis for future research.

II. Literature Review

A. Synergy between IM and HRs

IM is developed from the perspective of employees as customers, positioning them as the
company's primary market (Sinci¢ & Poloski Voki¢, 2007). It serves as a strategic
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approach that promotes and implements organisational change, emphasising the
philosophy of treating staff as the company’s customers (Chen & Chen, 2015; Huang,
2020; Paul & Sahadev, 2018). IM is considered a controllable element within the
organisational environment (de Bruin et al., 2021). The concept of IM is often measured
unidimensionally, focusing on ease of implementation within the context of higher
education (Yildiz & Kara, 2017).

Based on its orientation towards HR, IM is framed by Narteh and Odoom (2015) and
Al-Khateeb and Al-Hashmawi (2021). Key dimensions of IM in HR governance include
training and development, incentives and bonuses, internal communication, and
empowerment. Earlier studies identified dimensions such as empathy and
consideration, upward communication, benchmarking, promotional activities, job
quality and rewards, as well as value and information sharing (Jou et al., 2008).
Additional dimensions include developmental opportunities, feedback, information
justice, internal market research, and training (Khalid & Hadi, 2021). Further
dimensions of IM in HR are defined as follows: (1) internal market analytics; (2) internal
communication; (3) employee development; (4) employee rewards and recognition; (5)
job design and empowerment; and (6) leadership and organisational culture (Qiu et al.,
2021). These dimensions facilitate the identification of value exchanges, external
employee market conditions, segmentation of the internal market, and tailored strategies
for each segment. Communication and response mechanisms, including management
considerations, bonus and salary systems, and training programmes designed to meet
employee needs, are integral components of IM (Vel et al., 2019).

Although IM is initially framed as treating employees as internal customers, IM is
inherently multidimensional, and there are contextual limitations within IM research
(Khan et al., 2024). IM appears fragmented, making it difficult to ascertain how these
dimensions interact or contribute collectively to organisational outcomes. In contrast,
there is a complexity in addressing the diverse needs of employees, along with limited
resources to support the implementation of IM (Davras, 2024), particularly in
educational institutions (Bendtsen, 2024).

B. Service-Dominant Logic Co-Creation

One of the theories used in marketing is SDL, developed by Vargo and Lusch (2004).
SDL shifts the focus of marketing from goods as tangible items to services as the primary
medium of value creation (Lusch & Vargo, 2006). SDL promotes customer-centric,
relationship-focused exchanges in which value is co-created, thereby enhancing societal
well-being, customer loyalty, and competitive advantage. SDL positions itself as an
inherently ethical framework by integrating moral constraints into economic behaviours,
acknowledging that a firm's motivations are influenced by societal norms (Tregua et al.,
2021; Williams & Aitken, 2011).

In the context of higher education, SDL co-creation involves both service co-creation
(service as an output) and value co-creation (Cruz et al., 2024). However, this practice
primarily focuses on the main customers, namely students, rather than employees. SDL
is more oriented towards external customers as the key actors in the creation of service
value (Datta, 2017). However, under SDL, service is described as a process in which one
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actor applies their competencies (knowledge and skills) to provide benefits to other
actors (Adi et al., 2024). Internal customers play a critical role in determining
organisational performance (Altarifi, 2014; Ewing & Caruana, 1999; Sahibzada et al.,
2019; Tsai & Wu, 2011; Vel et al., 2019). Thus, achieving a balance between focusing on
internal and external customers is essential to ensuring the sustainability of higher
education institutions.

C. WE

WE refers to the effort exerted in fulfilling job duties and responsibilities based on
expressive, cognitive, and emotional factors (Kahn, 1990; Schaufeli & Bakker, 2004). It
is characterised as a positive and satisfying work-related state of mind marked by vigour,
dedication, and absorption (Bakker & and de Vries, 2021; Bakker et al., 2023; Schaufeli
etal., 2018). Lee et al. (2019) stated that WE, both in terms of concept and measurement,
is closely linked to work resources. Within the Job Demands-Resources (JD-R) theory,
WE is represented as an aspect of occupational health (Lesener et al.,, 2020). WE
illustrates the relationship between organisations and employees, impacting
productivity and fostering long-term sustainability for both companies and employees
(Tirastittam et al., 2020). However, as demands continue to rise, not only organisational
and personal resources are required. The integration of IM into the HRM system offers
operant resources that enhance organisational performance and sustainability.

D. Employee performance in higher education

Individual performance is generally considered multidimensional, encompassing task
performance, contextual performance, and adaptive performance (Borman &
Motowidlo, 1997). Performance consists of a combination of activities that vary
significantly across different stages and are required for specific objectives (Scott &
Bruce, 1994). In the context of higher education, the performance of individuals, such as
lecturers, is shaped by the goals and roles associated with higher education institutions
(Sukirno & Siengthai, 2011). Hagen (2020) discusses performance in teaching, while
Igbal and Mahmood (2011), Ochieng and Gyasi (2021), and Zajda and Rust (2020)
highlight research as an important output in addition to teaching and learning
responsibilities. Winarno and Hermana (2021) address the performance of lecturers in
research activities.

E. Hypothesis Development
IM and WE

The service system for employees fosters changes in employee behaviour. By viewing
employees as customers, companies can optimise operant resources (knowledge and
skills) to enhance performance through two-way communication and increased WE
(Prasad & Mnandi, 2017). Customers are always seen as "co-creators of value" (Vargo &
Lusch, 2008). IM serves as a resource for WE (Shakya & Tamang, 2020; Yildiz, 2016a;
Yildiz, 2022). In the context of education, there is a relationship between the availability
of resources and the need to encourage lecturer involvement (Chukwuedo & Egbri,
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2020). The fulfilment of both organisational and personal resources ensures engagement
(Bakker & and de Vries, 2021; Bakker et al., 2023). Al-Weshah (2019) and Vajpai and
Tribhuvan (2021) suggest that HR governance based on IM will promote high levels of
employee engagement. IM meets resource needs while providing opportunities for
employees to create value, which serves as a resource to drive long-term employee
involvement. IM creates a work environment that supports vigour (energy), dedication,
and absorption (total engagement) (Sarangal & Nargotra, 2017). Nonetheless, it is crucial
to acknowledge that in academia, factors such as intellectual freedom, research
autonomy, and academic governance also play pivotal roles in shaping lecturer
engagement. Simply applying IM principles without adapting them to the unique needs
of educational institutions may limit their effectiveness in fostering long-term
commitment and professional fulfilment. In education, IM views work as an internal
product, where employee engagement is a key factor in organisational sustainability
(Yildiz, 2016a).

Ha 1: IM has a positive effect on WE

IM and job performance

From the perspective of the Service Profit Chain model by Heskett (1990) and
Fitzsimmons (Fitzsimmons & Fitzsimmons, 2006), employees who receive adequate
service and treatment from their company are likely to demonstrate optimal
performance. IM fosters a positive response to work (de Bruin et al., 2021; Tareef &
Balas, 2012). It serves as a strategy for creating a high-performance organisational
system, achieved through the management of interdependent internal elements of the
marketing mix (Komarac et al., 2017). Al-Khateeb and Al-Hasmawi (2021) further
emphasised that the marketing function is not only related to service provision but also
pertains to optimising the performance of individuals within the organisation. IM
encourages changes in organisational members to enhance their performance toward
external customers and stakeholders. Sahibzada et al. (2019) noted that IM is critical for
the success of external marketing in higher education. The notion of treating employees
as customers drives improvements in employee performance. IM helps improve
lecturers' performance by enhancing organisational justice (Chasanah et al., 2020). It
views work as an internal product, where employee engagement serves as a key factor in
boosting organisational performance (Sarangal et al., 2024). The proposed hypothesis is
as follows:

Ha 2: IM has a positive influence on job performance

IM, WE, and job performance

IM is an activity guided by a paradigm that views employees as customers rather than
mere assets. This paradigm shift encourages improvements in employee performance.
Al-Weshah (2019), Bojarskyté (2017), Haji et al. (2023), and Ragab and Saleh (2020)
emphasise the importance of IM in promoting WE. IM functions as a management
strategy and philosophy that influences employee attitudes and behaviours through
various practices, including employee selection, training, motivation, empowerment,
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and the maintenance and development of quality human resources (Ragab & Saleh,
2020; Vajpai & Tribhuvan, 2021). An institutional orientation that treats employees as
customers in IM activities is positively related to direct performance outcomes (de Bruin
et al., 2021; Duyan, 2020; Gelen, 2021; Nemteanu & Dabija, 2021).

However, IM alone is not sufficient to enhance lecturers' innovative behaviour; WE
also plays a crucial role Sarangal et al. (2024). Chiu et al. (2020) and Davoudi and Tastan
(Tastan & Davoudi, 2020) explain that this influence can occur either directly or through
mediating variables. From the perspective of the JD-R model, optimal performance is
achieved through the fulfilment of both work and personal resources (Bakker &
Demerouti, 2018; Schaufeli & Bakker, 2004). Albrecht and Andreetta (2011) assert that
organisational resources, such as human resource practices and job resources, are
positively related to employee WE and performance. Effective internal services create a
favourable environment that promotes WE (Shi & Gordon, 2020; Shin & Jeung, 2019).

Effective IM provides the necessary support and creates an appealing environment
that encourages employees to fully engage in enhancing their work performance (Yildiz,
2024). Farrelly et al. (2012) suggest that IM serves as a platform to foster employee
engagement and performance. Font et al. (2021) present SDL as a strategy for
sustainable value creation. IM practices operationalised by HR provide resources to
support engagement and performance (Al-Weshah, 2019; Prasad & Mnandi, 2017;
Vajpai & Tribhuvan, 2021). The implementation of IM within the HR management
system represents an institutional effort to meet the needs for work and resources.
Employees who receive personal resources and work through a robust internal service
system are likely to be more engaged and demonstrate optimal performance as part of
their moral responsibility to the institution. IM influences employee performance in
various contexts and institutions, either directly or indirectly through mediating
variables such as WE. IM strategies cannot be merely administrative; they must be
oriented towards the resource needs of lecturers to encourage greater engagement and
achieve optimal performance.

Hag3: WE partially mediates the influence of IM and Job performance

II1. Methods

A. Research Approach

The research design involves hypothesis testing (Bougie & Sekaran, 2019) to explain the
influence of IM on job performance, either directly or through WE. The research is
conducted in a non-contrived or natural setting, focusing on lecturers who hold
permanent positions at private higher education institutions.

B. Sample

The sample consists of 241 lecturers employed at private higher education institutions,
all of whom have at least one year of research experience in the L2 Dikti region. The
lecturers were randomly selected from various districts and cities in West Java.
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C. Questionnaire design and development of statement item

The questionnaire was developed based on the specific research problems faced by
lecturers. The measurements for IM were adapted from the dimensions proposed by
Yildiz and Kara (2017), which include the organisation providing offices, equipment, and
supplies in alignment with employee expectations, as well as fulfilling the basic needs
(salary, insurance, and job security) of its employees. The instrument testing results
indicate adequate validity values (greater than 0.52) and reliability values of 0.92. The
validity and reliability tests involved 30 employees who were not part of the sample but
possessed similar characteristics.

The measurement of WE was developed based on the Utrecht Work Engagement Scale
(UWES) by Schaufeli and Bakker (2004), focusing on three dimensions: vigour,
dedication, and absorption. For instance, one item assessed whether the research work
inspires the lecturer. The instrument testing results indicate that the validity values are
adequate, with the lowest value being 0.67, and reliability standing at 0.93.

The assessment of lecturer performance concentrated on research performance,
drawing from the work of Scott and Bruce’s (1994) and Winarno and Hermana's (2021)
particularly innovative performance. This included statements such as: 1) identifying
problems during the implementation of research (e.g., budget, data collection, data
processing, and research approach) and generating ideas or solutions; 2) seeking
innovative support for research; and 3) completing ideas related to research. The
instrument testing results indicate that the validity values are adequate, with the lowest
value being 0.42, and reliability standing at 0.87.

Responses to the questionnaire were measured on a rating scale from 1 to 5, with
answer categories ranging from "Only once" to "Always" and "Disagree" to "Strongly
agree" with the statements provided.

D. Common biased method and ethical research

Based on the time dimension/horizon, this research is a cross-sectional study. Data
collection lasted for one month, conducted both online and offline (for regions with
inadequate internet connectivity). To reduce common method bias, the researcher
collected data in stages. In the first week, data were collected for the IM variable, followed
by the collection of data for WE and performance variables in the subsequent two weeks.
The researcher also utilised additional data related to the performance of lecturers by
randomly involving students through a survey. The items used in the questionnaire have
been tested for validity and reliability. The study clearly outlined its objectives, ensuring
that there were no risks associated with participation. Participants' identities were kept
anonymous, and clear instructions for filling out the questionnaire were provided,
including a note indicating that some statements were written in a negative format. Data
collection was assisted by four research assistants who coordinated with private higher
education institutions in the L2 Dikti region. Participation in completing the
questionnaire was voluntary, and samples were given the freedom to opt out of
subsequent data collection stages if they were unable to participate or felt uncomfortable.
The researcher employed the marker variable technique, adding a marker variable to
detect and account for biases in the data, specifically using a variable related to tourist
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destination choices. The results of testing the marker variable showed a very low
correlation with each of the other variables, with coefficients less than 0.3.

E. Data analysis

Data analysis was carried out using Structural Equation Modelling (SEM) with Amos
software tools and graphics from IBM SPSS. The stages of the statistical procedure used
are in accordance with Hair et al. (2021). Covariance-Based SEM (CB-SEM) is commonly
chosen for theory-driven studies that require comprehensive validation of models and
relationships among multiple variables. CB-SEM offers various goodness-of-fit (GOF)
indices, allowing researchers to assess how well the proposed model fits the data.

IV. Results

A. Descriptive Analysis

The results of the descriptive analysis can be seen in Table 1 as follows.

Table 1: Descriptive Analysis Results

Variable Mean Standard deviation
Internal Marketing 3.50 0.47
Employee engagement 3.05 0.84
Job performance 2.78 0.79

According to the results of the descriptive analysis, IM is categorised as sufficient,
with a score of 3.5. This indicates that the practice of HRM is considered adequate in
treating lecturers as customers. However, when compared to the expectations of the
lecturers, the score remains low. The average score for IM suggests that higher education
institutions are adequately providing offices, equipment, and supplies to support
lecturers' activities, including research. Additionally, higher education institutions are
reasonably capable of meeting basic needs such as salaries in accordance with salary
standards, health insurance for both lecturers and their family members, and job security
guarantees. With a standard deviation of 0.47, it indicates that there is relatively little
variation between different higher education institutions. WE has an average value of
3.05, indicating that lecturers are less willing to contribute their thoughts and energy
(Vigor) to research. The levels of enthusiasm in conducting research (Dedication) and
perseverance in research (Absorption) are also low. Based on the respondents' profiles,
which are predominantly composed of lecturers with a working period of 10-15 years and
ages ranging from between 40 to 50, it can be inferred that the respondents have been in
their positions for a long time and are familiar with their work within the organisation.
The standard deviation value of 0.831 is relatively high compared to the other two
variables, suggesting that the level of WE among lecturers varies significantly. Job
performance is categorised with a score of 2.78, indicating that lecturers are less
innovative in their research practices, such as in addressing budget issues, data
management, and data processing. The research approaches employed tend to be less
innovative, particularly in generating ideas or solutions for resolving budget problems.
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This lack of innovation is evident in the limited number of lecturers who look for support
for their research, including the transition from research ideas to publication in
reputable journals. The standard deviation value of 0.79 indicates a greater variance
among lecturers regarding their innovative behaviours in research compared to IM.

B. Inferential Analysis

The individual results indicate that the measurement model is acceptable. Each
component has a GOF value that meets adequate acceptance criteria. IM has the
following values: CMIN/df = 2.12, GFI = 0.92, CFI = 0.945, PNFI = 0.68, RMSEA =
0.061, and SRMR = 0.042. Work Engagement (WE) has the following values: CMIN/df
= 1.92, GFI = 0.92, CFI = 0.97, PNFI = 0.76, RMSEA = 0.041, and SRMR = 0.002. Job
performance, as constructed in this study, has the following values: CMIN/df = 1.98, GFI
= 0.91, CFI = 0.95, PNFI = 0.76, RMSEA = 0.051, and SRMR = 0.032. The results of the
individual GOF tests demonstrate that the variable constructs align well with the field
data. Overall, the results of the Confirmatory Factor Analysis (CFA) can be seen in the
following Figure 1.

Figure 1
CFA Model.
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The results of the CFA indicate that each variable has a significant relationship in
accordance with the theoretical constructs used as references. Each indicator for the
latent variables is acceptable. The results of the testing can be seen in Table 2.
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Table 2: Regression weights

Notes: C.R.: Critical ratio, SE: Standard error, p: P-Value, USLF: Unstandardised Loading Factor, SLF: Standardised
Loading Factor, *** p < 0.001.

Observed

Latent

Variable Path Variable USLF SLF SE C-R p
IM1 <--- internal 1.000 0.586 0.102 7.621 HE%
IM2 <--- internal 1.352 0.619 0.172 7.852 HE%
IM3 <--- internal 1.728 0.769 0.188 9.187 HE%
IM4 <--- internal 1.217 0.648 0.150 8.130 HEE
IM5 <--- internal 1.649 0.740 0.183 0.023 HH*
IM6 <--- internal 1.707 0.746 0.188 9.083 HEE
IM7 <--- internal 1.000 0.576 0.133 7.542 HEE
IMS8 <--- internal 1.118 0.507 0.167 6.694 HE%
IM9 <--- internal 1.842 0.784 0.200 0.194 HH*
IM1o <--- internal 1.806 0.783 0.196 9.198 HE%
IM11 <--- internal 1.743 0.776 0.192 9.064 HEE
WE1 <--- engagement 1.000 0.845 0.051 16.021 e
WE2 <--- engagement 1.223 0.818 0.076 16.060 X
WE3 <--- engagement 1.192 0.886 0.065 18.389 e
WE4 <--- engagement 1.016 0.857 0.058 17.383 e
WE5 <--- engagement 1.063 0.867 0.060 17.842 e
WE6 <--- engagement 1.064 0.872 0.060 17.857 e
WE7 <--- engagement 1.230 0.888 0.067 18.460 e
WES8 <--- engagement 1.238 0.885 0.068 18.262 o
WEg <--- engagement 0.974 0.829 0.059 16.410 e
JP1 <--- performance 1.000 0.837 0.055 16.134 HEE
JP2 <--- performance 0.899 0.814 0.058 15.555 HEE
JP3 <--- performance 1.222 0.874 0.070 17.527 HEE
JP4 <--- performance 0.880 0.835 0.054 16.236 HEE
JP5 <--- performance 0.933 0.806 0.061 15.247 HEE
JP6 <--- performance 1.124 0.870 0.065 17.313 wEE
JP7 <--- performance 0.909 0.815 0.059 15.538 e
JP8 <--- performance 1.033 0.849 0.062 16.546 wEE

Based on Table 2, we observe that all observed variables have a CR score greater than
1.96, and the P score is indicated as '***', meaning it is less than 0.001. We can conclude
that the constructs of the variables in this research are valid. Convergent validity is
established if the Unstandardised Loading Factor (USLF) score is 0.70 (Hair et al., 2019).
All observed variables have a USLF of 0.70 or higher, leading to the conclusion that all
variables are valid. According to Hair et al. (2016), these two observed variables are still
considered valid if the SLF score is greater than 0.05. Therefore, each indicator in this
study can be utilised.

Next, we conducted the testing for Average Variance Extracted (AVE), composite
reliability, and discriminant validity, as shown in Table 3. The AVE values are greater
than 0.50, which indicates that the observed variables have an adequate ability to explain
the variance in the latent variables. It can be observed that the IM.1-IM11 indicators have
the highest correlation with the IM variable (X1), at 0.528, compared to other latent
variables. The WE1-WEg indicators show the highest correlation with the WE variable
(X2), explaining 74.2% of the variation in WE. The JP1-JP9 indicators have the highest
correlation with the Job Performance variable, explaining 70.2% of the variation in job
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performance compared to other latent variables. The instrument has Composite
Reliability and Cronbach’s Alpha values greater than 0.70, which exceeds the threshold
of 0.70, indicating that the instrument used is internally reliable (Hair et al., 2021). Thus,
we can conclude that discriminant validity is accepted. Each observed variable can
distinguish its respective latent variable.

Table 3: AVE, Composite reliability and Discriminant validity
Notes: Diagonal in grey: square root of AVE.

Latent Variables AVE Cronbach’s Composite Discriminant validity
Alpha reliability

M WE JP
Internal Marketing  0.528 0.902 0.961 0.730
Work engagement 0.742 0.891 0.966 0.159 0.86
Job performance 0.702 0.924 0.958 0.022 0.147 0.84

This research employs the Maximum Likelihood Estimation (MLE) model. The
sample size is greater than 200, which meets the requirements of this method. The
results of the normality test indicate that the data follow a normal distribution, with a p-
value of 0.221 (p > 0.05). The normality test results indicate that the data are normally
distributed. The Z-skewness and Z-kurtosis values for each variable are below 1.96.
Specifically, IM has a Z-skewness value of -0.125 and a Z-kurtosis value of -0.788. WE
shows a Z-skewness of 0.265 and a Z-kurtosis of 0.149, while Job performance has a Z-
skewness of 1.82 and a Z-kurtosis of 1.102. There are no missing data issues, and no
identification problems hinder the testing process using CB-SEM. The data used are free
from outliers. Next, we conducted the GOF Test, as shown in Table 4 below.

Table 4: GOF Model.

Goodness Cut-off value Stage 1 Stage 11 Conclusion
Absolute Fit Test
RMSEA 0.08 0.093 0.058 fit
GFI 0.90 0.702 0.88 Moderate fit
RMR (Root Mean square Residual) 0.05 0.038 0.033 fit
CMIN/DF 20r3 3.067 1,798 fit
Incremental Fit Measures
AGFI 0.90 0.651 0.82 Moderate
CFI 0.95 0.879 0.962 Fit
IFI >0.90 0.88 0.963 Fit
TLI 0.95 0.87 0.95 Fit
Parsimonious Fit Measures
PNFI >0.6 0.764 0.682 Fit
Akaike Information Criterion (AIC) <462,000 1182 755 Moderate
PGFI (Parsimonious GFI) >0.90 0.6 0.8 Moderate

Based on the test results, the value of the Absolute Fit Test criteria shows that the
RMSEA is 0.058 (fit), the GFI is 0.88 (moderate), the RMR (Root Mean Square Residual)
value is 0.033, and the CMIN/df value is 1.798, which falls within the fit category.
Therefore, the Absolute Fit Test criteria are met. For the Incremental Fit Measures
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criteria, the AGFT is in the moderate category with a score of 0.82, while the CFI, IFI, and
TLI are in the fit category. In the Parsimonious Fit Measures category, the PNFI value
indicates a fit, whereas the Akaike Information Criterion (AIC) and PGFI (Parsimonious
GFI) scores are in the moderate category. Overall, the fit criteria for each category are
adequately represented. The model is accepted based on the results of the improvements
made according to the test values in the initial stage.

The results of the hypothesis testing are based on the correlation test results as
follows:

Table 5: Construct correlation matrix (standardised).
Note. *** p = 0.000.

Path Estimate S.E. C,R. P Conclusion
engagement <-- internal 0.712 0.211  8.199 ***  Positive significance
performance <-- internal 0.308 0.206 3.773 ***  Positive significance
performance <-- engagement 0.460 0.082 5.804 *** Positive significance

The relationships among the variables are positive and significant. This indicates that
the proposed hypotheses, including the mediation testing, can be accepted. The results
of the mediation test are as follows, as shown in Table 6.

Table 6: Mediation Test (standardised).

Estimate Sobel test Simpulan

Path
a [ Z-Score

Positive

erformance <-- engagement <-- internal .80 wx L
P 538 5:604 significance

V. Discussion

The results show that all hypotheses are supported. IM significantly affects WE. The
results of Hypothesis 1 are accepted, aligning with previous studies, although there are
differences in emphasis regarding the function of IM in relation to engagement. In
contrast to Vajpai and Tribhuvan (2021) and Prasad and Mnandi (2017), who focus more
on satisfaction as an important aspect of IM, Yildiz (2024) emphasises exchange theory
to develop IM aimed at enhancing performance. Shakya and Tamang (2020)
demonstrate this influence in accordance with the service-profit chain model, where
well-being and satisfaction are at the core of IM. Furthermore, IM not only focuses on
employee motivation and satisfaction but also emphasises the importance of cross-
functional coordination in achieving customer satisfaction (Al-Weshah, 2019).

According to Davras (2024) and Bendtsen (2024), the integration of IM, WE, and
performance is crucial in educational institutions. IM not only provides the necessary
resources for lecturers to perform their tasks, especially in research and teaching, but
also cultivates an environment that enhances WE. This engagement, in turn, acts as a
partial mediator in the relationship between IM and performance.



112 FEuropean Review of Business Economics

In this study, consistent with SDL, the IM framework developed is based on SDL
value co-creation to ensure long-term engagement. IM supports the availability of
resources and encourages the enhancement of personal resources through the value
creation process, wherein lecturers, as customers, act as co-creators in the value creation
process. The results of Hypothesis 2 are accepted, indicating that IM has a positive
influence on job performance, which is consistent with the findings of Komarac et al.
(2017) and Al-Khateeb and Al-Hashmawi (2021). The difference lies in the conceptual
framework used in the development of IM. In higher education, Chasanah (2020),
Sarangal et al. (2024) and Yildiz (2016a) emphasise that a well-implemented IM strategy
is essential in higher education because it cultivates a supportive work environment that
boosts both engagement and performance. This synergy between IM and employee
engagement is critical for fostering sustainable value co-creation within educational
institutions.

IM based on SDL, not only meets the resource needs of employees, but also strives to
ensure long-term engagement that leads to the co-creation of value. This approach not
only enhances employee satisfaction and capabilities but also supports organisational
sustainability by aligning IM strategies with broader external goals. An important aspect
of SDL is the recognition that employees should not be passive recipients of IM
strategies. Instead, employees, as customers and value creators, provide insights and
capabilities that support value creation.

In line with Brown et al. (2024), IM serves as an operant resource in SDL that
supports sustainable value co-creation within organisations. IM drives employees to
develop operant resources, ensuring a balance between the motivational process and the
health impairment process, which reflects employee engagement and ultimately enables
them to participate in sustainable value co-creation through performance. Without an
appropriate IM approach, value co-destruction can occur, hindering effective co-creation
processes, including in higher education. However, Qiu et al. (2021) highlight the
importance of a paradigm shift in IM, adopting a more supplier-dominated perspective.
IM must adapt to the principles of SDL by recognising that value is not solely created by
the organisation, but also through the dynamic interactions between employees and the
organisation.

The SDL framework in IM is more participatory, where employees are involved in the
development and implementation of IM initiatives for value creation. In addition, the
integration of SDL into this framework, as discussed by Gronroos and Gummerus (2014),
Brown et al. (2024), and Qiu et al. (2021), underscores that value is co-created through
dynamic interactions between employees and the organisation. The application of SDL
in IM emphasises the importance of actively engaging employees as valuable resources
in the co-creation of value (Brown et al., 2024). In the context of IM, SDL can be adapted
to assess the quality of interaction between the organisation (internal suppliers) and
employees (internal customers), enhancing their IM practices and improving employee
engagement in value creation. To encourage employees to be more participatory and
motivated to create value through optimal performance, implementing the SDL
framework in IM, as outlined by Vargo and Lusch (2004) is essential.
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IM facilitates the availability of work resources and personal resources that drive WE
and performance. Although each study has a slightly different theoretical focus and
contribution, they all agree that effective IM is key to enhancing faculty engagement,
which in turn improves performance — both in teaching and innovation. More
specifically, Yildiz (2016a) demonstrates that effective IM increases faculty engagement
and performance by meeting internal needs. Meanwhile, Sarangal et al. (2024) highlight
the mediating role of engagement in the relationship between IM and faculty innovation,
while also extending the application of Social Exchange Theory (SET) within higher
education. In addition, Chasanah (2020) emphasises the importance of IM in enhancing
perceptions of organisational justice, which underpins improved job satisfaction and
faculty performance.

IM provides resources for lecturers to carry out their tasks, especially in research.
Both of these resources are essential for research performance, aligning with the JD-R
theory as stated by Bakker and Demerouti (2008), Schaufeli and Bakker (2004), and
Albrecht and Andreetta (2011). This indicates that IM serves as a mechanism or system
that supports the provision of resources necessary for employee engagement and
performance. It is consistent with the idea that internal services promote WE (Shi &
Gordon, 2020; Shin & Jeung, 2019), ultimately leading to improved performance.
Research performance is the output of a process and HRM activity that positions
lecturers as customers.

SDL has become an important topic in HRM. This logic emphasises a more
"humanistic" aspect of employees by recognising them as customers who share equal
status with higher education in the value creation process. This is aligned with the ethical
dimensions outlined by Williams and Aitken (2011). In this study, the question is further
explored in relation to the role of lecturers in higher education. The integration of IM
into HR governance reflects an increasing ethical dimension. HR practitioners are
encouraged to reflect deeply on questions such as, “What are the values of our customers,
and how can we honour these values in our actions?” In this study, these customer values
serve as resources that ensure the engagement process (health impairment process and
motivational process), as articulated by Bakker and Demerouti (2008), Schaufeli and
Bakker (2004), respectively.

The mediating test for WE indicates that this variable mediates part of the influence
of IM on job performance, with an estimated value. These results align with Farrelly et
al. (2012), who state that IM serves as the primary platform to enhance performance
through WE. This is consistent with the concept put forward by Font et al. (2021), which
conveys SDL. This value can be observed from the performance of lecturers in research.
In contrast, Yildiz (2024) explains the mediating role based on exchange, hygiene factors,
and the function of engagement as a mediator.

IM within HR, developed based on SDL, acts as an organisational resource while
simultaneously enhancing the availability of personal resources. IM encourages the
availability of resources, categorised into two types: operand resources (which require
action to deliver value) and operant resources (such as skills and knowledge, which act
upon other resources to create value). These resources are essential for ensuring
engagement and long-term performance. The integration of IM is based on several
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assumptions: 1) service to lecturers is a fundamental aspect of value exchange as well as
shared value creation; the interaction between higher education and lecturers involves
not just an exchange of values but also the creation of shared values. 2) Operant resources
generated from the service system for lecturers enhance WE. 3) Lecturers, as customers,
are always co-creators of the values that orient higher education, including those
generated for science and society. 4) A shift in perspective towards lecturers as customers
inherently fosters a shared orientation.

VI. Conclusions, Implications and Limitations for Further Research

IM significantly influences WE with a correlation of 0.712 and job performance among
lecturers with a correlation of 0.308. Furthermore, WE partially mediates the effect of
IM on lecturers' performance, with an estimated mediation effect of 0.101. This approach
is grounded in the framework of SDL, which regards lecturers as co-creators of value
through collaborative efforts facilitated by IM. The integration of IM represents a
paradigm shift that positions lecturers as customers, thereby promoting the availability
of essential work and personal resources. IM affects job performance both directly and
indirectly via WE. The mediating role of WE is evident, highlighting that IM provides
operant resources necessary for enhancing both engagement and performance in
research. This process fosters the creation of shared value and supports sustainability
and ethical practices within HRM.

Theoretical Implications: The importance of developing the concept of HR
governance based on SDL in higher education cannot be overstated. This concept
demonstrates that HRM employs systematic thinking to enhance the performance of
lecturers, particularly in research, while integrating the role of higher education
institutions in serving the community to achieve higher performance outcomes.
Research findings indicate that a paradigm shift in HRM should be a priority for
universities. Ewing and Caruana (1999) emphasise that the concept of IM and the
effectiveness of HR at both strategic and technical levels are crucial for optimising the
roles and functions of higher education. Institutions must address the needs of lecturers,
including salaries, insurance, job security, and provision of offices and equipment that
support research performance, all framed within the service paradigm. The concept of
SDL serves as the foundation for developing internal service systems in higher education.
It also facilitates the enhancement of personal resources and work values that lecturers
require for optimal WE and research performance.

Practical Implications: There is a pressing need to encourage a paradigm shift in
HRM, grounded in SDL, which positions lecturers as valued customers of the university.
Current HR governance practices for lecturers primarily focus on optimising their
performance to support the “Tri Dharma” of higher education, research, and community
service. To illustrate this service orientation, universities are developing salary systems
that reflect the institution's commitment to supporting lecturers. The contributions of
lecturers to the institution should be recognised and optimally rewarded. To foster
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employee engagement, higher education institutions must provide ample opportunities
for lecturers to extend their understanding of their roles. This includes ensuring access
to essential resources, such as information on journals and training for both national and
international academic publications. Support for accessing accredited journals is vital,
as is facilitating research opportunities and functional career development through
collaboration with companies and government agencies. It is important to note that this
study was limited to lecturers with permanent employee status at private higher
education institutions, without differentiation between various types of institutions.
Data collection was conducted through a one-shot study design, which did not account
for variables such as additional responsibilities associated with structural positions or
the status of lecturers holding professional certifications.

Conflicts of Interest: The authors declare no conflict of interest.
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