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The Effects of Supply Chain Leader’s Internal Marketing on
Followers' Flexibility and Satisfaction

Do-Heon Kim*, Sang-Duck Kim**

Abstract

The concept of supply chain management is to manage the flow of information and goods by controlling the
processes of production and distribution through a single integrated strategy and policy. A variety of studies have
been conducted as antecedents in supply chain management, which can be combined with internal marketing.
Therefore, it is assumed that relational behavior as internal marketing of the supply chain leader will affect the
follower’s flexibility and satisfaction, which is supply chain performance. The components of internal marketing
have been studied in various ways. In this study, the components of internal marketing were constructed and

studied by using the four factors of education and training, vision provision, fair reward, and role obviousness.

Supplier Chain Leader’s .
e R Supply Chain Performance

- Training
- - - Flexibility
- Vision Provision >

- Fair Reward

- Transaction Satisfaction
- Role Obviousness

<Figure 1> Research Model

100 questionnaires were collected from the Seoul Metropolitan area and Busan Gyeongnam area. Reliability
and exploratory factor analysis were conducted through the PLS program, and confirmatory factor analysis and
structural equation modeling were conducted.

In this study, PLS (Partial Least Square) analysis using PLS 3.0 program was used to verify convergent validity,
discriminant validity, and reliability. As shown in <Table 1>, all the figures exceeded the recommended value,

and it was judged that the measurement tools had reliability and convergence validity.

* Senior Manager, Pipe & Steel Outfitting Outsourcing Team, STX Offshore & Shipbuilding, First Author
** Professor, Department of Business Administration, Kyungnam University, Corresponding Author
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<Table 1> Results of reliability and convergent validity for variables

Latent . . Cronbach
Variables Observed Variables Loading S. D. Alpha C.R. A.VE
Main trading partner do a lot of work to help us 0.880 0.043
become more competent.
Main tradi It i th
Training ain trading partner provide the programs | o5, 0.084 0.690 0.770 0.548
needed to improve our business overall.
Mam trading partner made considerable 0.420 0.190
investments for us.
Main Fradlng part'ner provide a blueprint of 0.529 0.151
expecting good points for us.
Vision Main trading partner present a vision of good
L . 0.717 0.091 0.520 0.738 0.500
Provision outcomes in the future.
Malr.l trading partner say we can succeed for 0.825 0.074
earning money.
We are gettmg. enough profit through dealings 0.836 0.035
with main trading partner.
Fair Reward | Main trading partner offer us a lot of benefits in 0.680 0.818 0.602
. . . 0.832 0.038
business relationships.
We are rewarded for our hard work and effort. 0.645 0.086
Main trading partner tells us what we are 0816 0.043
expected.
Mam. trading partner is encou.ragmg to follow a 0747 0.075
Role consistent procedure for dealings.
. . : 0.776 0.850 0.588
Obviousness | Main trading partner tells us what we need and
. 0.718 0.068
how we can do it.
Main .tradmg pa@er asks us to follow the 0782 0.058
prescribed regulations.
We respond flexibly to the company’s requests 0.789 0.067
to add or reduce orders.
We respond flexibly to. the company’s requests 0.804 0.041
to add or reduce order items.
We respond ﬂex1bly to company’s requirement 0.624 0.102
to change delivery dates.
Flexibility | We respond flexibly to the company’s quality 0.765 0.055 0.866 0.900 0.602
improvement requests. ) )
We try' to resolve the company’s complaints 0.804 0.047
immediately.
When an expected situation arises, we adjust
post-engagement with the company or seek a 0.848 0.036
mutually satisfactory solution.
We are general'ly satisfied with the transaction 0.781 0.068
with main trading partner.
Satisfaction patly 70 — 0.790 0.863 0.613
We feel satisfied about the various support of
. . 0.694 0.071
the main trading company.
Considering everything, main trading company 0.851 0.029

is doing well for us.
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As shown in Table 2, all the correlation coefficients are smaller than the square root of the mean variance
extraction value, and the correlation coefficient between all the constructs is smaller than the square root of the

mean variance extraction value. (Fornell and Larcker 1981).

<Table 2> Analysis Results of Discriminant Validity

. .. Vision . Role o Transaction | Square-Root
Variables Training Provision Fair Reward Obviousness Flexibility Satisfaction of AVE
Training 1.000 0.740
Vision 0.402 1.000 0.707
Provision
Fair Reward -0.370 -0.441 1.000 0.776
Role -0.184 0317 0.590 1.000 0.767
Obviousness
Flexibility 0.434 0.432 -0.524 -0.366 1.000 0.776
Transaction -0.457 -0.432 0.602 0.509 -0.678 1.000 0.783
Satisfaction

<Table 3> Results of Hypothesis Analysis

Hypothesis Path Coefficient | Standard Error t-Value Results
H. 1 Training->Flexibility 0.234 0.089 2.629** Supported
H.2 Vision Provision->Flexibility 0.175 0.087 2.001** Supported
H.3 Fair Reward->Flexibility 2031 0.118 2.62%% (Dli{reef;g‘:ial)
H. 4 Role Obviousness->Flexibility -0.085 0.106 0.801 Rejected
H.5 Training->Transaction Satisfaction -0.248 0.084 2.953%* (D};?Ceggil)
H.6 Vision Provision->Transaction Satisfaction -0.116 0.096 1.203 Rejected
H.7 Fair Reward->Transaction Satisfaction 0.319 0.105 3.032%* Supported
H.8 Role Obviousness->Transaction Satisfaction 0.238 0.087 2.751%* Supported

#p<0.1, **p<0.05, ***<0.01

As a result of hypothesis test, four of the eight hypotheses were adopted and two hypotheses were directional.

In summary, the training and vision provision of supply chain leaders had positive effects on follower’s
flexibility and a hypothesis has been adopted, and education had negative effects on Satisfaction. In addition, fair
reward and role obviousness had positive influence on Satisfaction, and hypothesis has been adopted. Fair reward
had negative effect on flexibility.

Training and vision provision had a positive impact on flexibility, and fair reward and role obviousness had a
positive effect on Satisfaction. It is estimated that the factors that present investment or benefit for the future, such

as training and vision provision, are responding flexibly by suppliers in order to obtain future benefits. It is
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estimated that current presenting benefits or standards such as fair reward and role obviousness lead to
satisfaction with the current situation.

Fair reward and role obviousness did not have a negative or no impact on flexibility, and the hypothesis was
rejected by showing that training and vision provision had little or no effect on Satisfaction.

The reason for this is as follows. Fair reward had a negative impact on flexibility since the supplier chain leader
is considered to judges fair compensation and fairness by evaluating and compensating suppliers based on fair
standards and principles, supply chain followers think that they need responses based on standards and principles
rather than flexible response.

The fact that education have a negative impact on transactional satisfaction can be attributed to overall training
and education of suppliers as interference or control, which is estimated to have a negative effect on transactional
satisfaction. In other words, supply chain leaders are trained to help their followers, but rather as interference or
control, satisfaction with suppliers' supply chain leaders may decline. And the fact that the vision provision does
not affect the Satisfaction means that presenting the vision for the future is not a benefit to the present, and
therefore the supplier needs the current real benefit rather than the vision of the future, It is estimated that it will
affect Satisfaction more.

Implications of this study are as follows. First, education and vision provision among internal marketing of
supply chain leader had positive effects on the follower’s flexibility for suppliers. Therefore, the supply chain
leader can expect flexible response by providing training and vision provision to the follower as supplier. Second,
fair reward and role obviousness in the internal marketing of supply chain leaders had positive effects on
Satisfaction of follower as suppliers. Therefore, the supply chain leader can get Satisfaction of suppliers by
providing fair reward and enhancing role obviousness. It is expected to creates performance of supply chain.

Third, variables such as training and vision provision that related competency enhancing or future benefits had
effects on supplier’s flexibility. Variables such as fair reward and role obviousness can be used to assess current

benefits or present Transaction basis, and these variables had effects on Satisfaction.

Key words : Internal Marketing, Training, Vision Provision, Fair Reward, Role Obviousness, Flexibility,

Transaction Satisfaction



