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THE ROLE OF LEADERS IN INTERNAL MARKETING: A MultiLevel Examination THROUGH THE LENS OF SOCIAL IDENTITY THEORY

Abstract

There is little empirical research on internal marketing despite its intuitive appeal and anecdotal accounts of its benefits. Adopting a social identity theory perspective, the authors propose that internal marketing is fundamentally a process in which leaders instill into followers a sense of oneness with the organization, formally known as organizational identification (OI). The authors test the OI-transfer research model in two multinational studies using multilevel and multisource data. Hierarchical linear modeling analyses show that the OI-transfer process takes place in the relationships between business unit managers and salespeople and between regional directors and business unit managers. Furthermore, both leader–follower dyadic tenure and charismatic leadership moderate this cascading effect. Leaders with a mismatch between their charisma and OI ultimately impair followers’ OI. In turn, customer-contact employees’ OI strongly predicts their sales performance. Finally, both employees’ and sales managers’ OI are positively related to their business units’ financial performance. The study provides empirical evidence for the role of leaders, especially middle-managers, in building member identification that lays the foundation for internal marketing.
Keywords: internal marketing, organizational identification, customer-contact employees
We say, “All right team, let’s practice good customer relations,”… but it’s often vacant. What we affirm in speech, we deny in deed. (Wasem 1974, p. 39)
Thirty years has elapsed since Berry, Hensel, and Burke (1976) introduced the concept of internal marketing into marketing literature. In its original definition, internal marketing “is concerned with making available internal products (jobs) that satisfy the needs of a vital internal market (employees) while satisfying the objectives of the organization” (Berry, Hensel, and Burke 1976, p. 11). Later developments of internal marketing literature further emphasized the crucial element of “communicating by deeds” organizational values and offering employees a clear vision that is worth pursuing (Berry and Parasuraman 1992, p. 27). Ardent proponents of internal marketing posit that it should be an ongoing and systematic process initiated by senior management rather than “a speech or letter once a year in which employees are told of the importance of customer satisfaction” (Berry, Hensel, and Burke 1976, p. 9). Internal marketing can overhaul the face of a business (George 1990), as has been reported by case studies and anecdotal accounts showing clear gains in employee understanding of corporate values, employee commitment, customer satisfaction, and loyalty (e.g., Ahmed and Rafiq 2002; Bergstrom, Blumenthal, and Crothers 2002; Berry 1995; Gummesson 1987; Hallam 2003; Sartain 2005). Emerging from all theoretical frameworks in this stream of research is the indispensible role of leaders in instilling into employees company culture, values, and vision and continuously “communicating by deeds” (Berry, Hensel, and Burke 1976; George 1990; Grönroos 1990).

The past decade has also witnessed a surge of interest in how organizational members (e.g., employees) and nonmembers (e.g., customers) develop organizational identification (OI), which Ashforth and Mael (1989) define as the extent to which individuals perceive oneness with the organization. From a strategic standpoint, because organizational identity is central, distinct, and enduring (Albert and Whetten 1985), one that is deeply rooted in the minds of all organizational members constitutes a sustainable competitive advantage (Fiol 1991; Porter 1985). A recent meta-analysis shows that OI is a powerful predictor of several important employee outcomes, including job satisfaction, cooperative behavior, in-role performance, organizational citizenship behavior, and customer service (Riketta 2005). In light of its definition and nomological validity, the construct of OI is undoubtedly relevant to research on internal marketing and should be the ultimate goal of internal marketing. However, the three research streams—leadership, internal marketing, and OI—have yet to be systematically integrated.
This discussion reveals important gaps in the internal marketing and OI literature. First, the role of leaders’ OI in building followers’ OI remains unexplored in both research streams. Second, previous research has largely ignored the link between OI and important firm outcomes. To the best of our knowledge, no previous research on OI has directly examined financial performance as a consequence of OI, especially at the business unit (BU) level. This void deserves close attention because such a link would not only provide for external validation of the effects of OI but also help managers evaluate the effectiveness of their firms’ internal marketing efforts. Methodologically, OI researchers have exclusively focused on a single level, leaving much of the rich phenomenon of how OI can be developed across levels of leader–follower interaction uncharted. 
By bridging the management and marketing literature, we apply rigorous hierarchical linear modeling (HLM; Raudenbush and Bryk 2002) to fill these gaps. Specifically, we examine three research questions: (1) the potential influence of leaders’ OI on followers’ OI across multiple organizational levels, a meso phenomenon (House, Rousseau, and Thomas-Hunt 1995) we call the “OI-transfer process”; (2) the boundary conditions under which this transfer can be enhanced; and (3) whether OI is related to important outcomes—namely, customer-contact employees’ performance and BU financial performance. Our research provides an empirical validation of both subjective and objective outcomes of internal marketing efforts by using multisource, multilevel, and multinational data. We test our proposed conceptual framework in the context of customer-contact employees (and their leaders) because, as the first representation of the company (Berry and Parasuraman 1992; Hartline, Maxham, and McKee 2000), these boundary spanners are central to firms’ success. In addition, both management and marketing research on OI have largely ignored customer-contact employees. 
The rest of the paper proceeds as follows: We begin by integrating three streams of literature—internal marketing, OI, and leadership—to develop a conceptual framework of OI transfer from leaders to followers. Then, we present two empirical studies that test the hypotheses proposed in the conceptual model. To enhance the generalizability of our findings, we acquired data from two countries, Germany and the United States, and from two boundary-spanning settings, one with relationship-based pharmaceutical field sales representatives with less direct supervision and one with encounter-like travel agencies with much closer supervision. We conclude with a detailed discussion of the research findings, implications for internal marketing practices, and future research directions.
INTERNAL MARKETING, OI, and CHARISMATIC Leadership
Figure 1 provides an overview of previous empirical research on internal marketing, OI, and leadership. This Venn diagram reveals that these three research streams examine closely related constructs (e.g., work motivation, job attitude, leader–follower dyads). However, there has been little empirical research that bridges across any two of the three research domains, as we show in the overlaping areas. At the intersection of the three research areas lies the research gap that we intend to fill. 
----- Insert Figure 1 about here -----
Research on Internal Marketing 
Meager empirical research on internal marketing has focused on outcomes at the employee level. These include job satisfaction (e.g., Ahmed, Rafiq, and Saad 2003; Hwang and Chi 2005), work motivation (e.g., Bell, Menguc, and Stefani 2004), and organizational commitment (e.g., Caruana and Calleya 1998; Mukherjee and Malhotra 2006). Few studies explicitly examine customer-related outcome of internal marketing such as service quality (e.g., Bell and Menguc 2002; Bell, Menguc, and Stefani 2004). Previous research on internal marketing, both conceptual and empirical, concurs on three important themes. First, it is crucial that employees are “well-attuned to the mission, goals, strategies, and systems of the company” (Gummesson 1987, p. 24). Second, internal marketing builds on the formation of a corporate identity or collective mind (Ahmed and Rafiq 2002). Third, internal marketing must go beyond short-term marketing training programs and evolve into a management philosophy that requires multilevel management to continuously encourage and enhance employees’ understanding of their roles and organizations (Berry, Hensel, and Burke 1976).

Research on OI

The OI construct has its roots in social identity theory (Tajfel and Turner 1979). As a special case of identification with a psychological group (Mael and Tetrick 1992), OI has been defined as the degree to which organizational members perceive themselves and the organization as sharing the same definitional attributes (Dutton, Dukerich, and Harquail 1994). An important aspect of social identification with a group is that it involves significant affective and evaluative elements (Tajfel 1981, p. 225). In this study, we combine Ashforth and Mael’s (1989) definition of OI and Tajfel’s (1981) work on social identity to define OI as the perception, the value, and the emotional significance of oneness with or belongingness to the organization. This definition has two important implications. First, it implies that OI is a psychological state rather than a process. Second, OI includes three aspects—cognitive, affective, and evaluative (see also Bagozzi and Dholakia 2006).
Whereas organizational commitment figures prominently in marketing research,
 especially research on salesperson performance (Brown and Peterson 1993; Churchill et al. 1985; MacKenzie, Podsakoff, and Ahearne 1998), OI has received much less attention. However, OI has long been recognized as a critical construct in the literature on organizational behavior, affecting both employees’ job attitudes, their motivation to support the organization with which they identify, and the effectiveness of the organization (Ashforth and Mael 1989; Ellemers, de Gilder, and Haslam 2004). Dukerich, Golden, and Shortell (2002, p. 507) concur, noting that “the study of identity and identification may help us understand why some members of organizations regularly engage in cooperative behaviors that benefit the organization, whereas others do not.” Thus, it is not surprising that OI has attracted a great deal of research interests over the past two decades. 

Empirical research on OI has largely focused on the consequences of OI, whereas its antecedents have received comparably less research scrutiny. To date, much of the OI literature has not examined financial performance but rather has focused on examining employee-related outcomes. Specifically, OI has consistently been found to be a powerful predictor of employee job attitudes (e.g., job satisfaction, job involvement; Van Knippenberg and Van Schie 2000), cooperative behavior (Dukerich, Golden, and Shortell 2002), in-role performance (Riketta 2005), and organizational citizenship behavior (Bell and Menguc 2002; Dukerich, Golden, and Shortell 2002; Riketta 2005; Van Dick et al. 2006). More recently, marketing researchers have begun to investigate customer-related implications of OI (e.g., Ahearne, Bhattacharya, and Gruen 2005; Bhattacharya and Sen 2003; Brown et al. 2005). With regard to the antecedents of OI, previous research has investigated both individual antecedents, such as person–organization fit and customer–company fit and personality (e.g., Bhattacharya and Sen 2003), and organizational antecedents, such as identification with lower levels of the organization and organizational prestige and support (e.g., Dutton, Dukerich, and Harquail 1994; Mael and Ashforth 1992). 
Research on Charismatic Leadership 

Central to the leadership literature are the correlates and outcomes of different leadership styles. In this study, we focus on charismatic leadership only. In the widely accepted behavioral model of charismatic leadership (Conger and Kanungo 1998; Conger, Kanungo, and Menon 2000), charismatic leaders are those who possess high sensitivity to the environment and followers’ needs, articulate an attractive vision for the organization, and inspire subordinates to follow their attitudes and behaviors. Empirically, previous research on charismatic leadership has found that these leaders have a profound influence on followers’ attitudes and behavior, ranging from heightened motivation, trust in the leader, and low role conflict and ambiguity to performance improvement (Shamir, House, and Arthur 1993; Conger, Kanungo, and Menon 2000).
The Integration of Internal Marketing, OI, and Leadership 
Consistent with the assumption that satisfied employees are more customer conscious, previous research on internal marketing places a great deal of emphasis on viewing jobs as products that make employees satisfied (Berry and Parasuraman 1992). Although internal marketing has received significant attention in the literature, much of the work remains conceptual or anecdotal. In contrast, empirical research on OI and leadership has been prolific, focusing almost exclusively on employee-related outcomes and much less on customer-related outcomes. However, as Figure 1 shows, few studies have examined the link between internal marketing and leadership (e.g., Bell, Menguc, and Stefani 2004; Gounaris 2006; Hult 1996), between leadership and OI (e.g., Conger, Kanungo, and Menon 2000; Kark, Shamir, and Chen 2003; Shamir, House, and Arthur 1993; Tyler and Blader 2000), or between OI and internal marketing (e.g., Bell and Menguc 2002). More important, absent in Figure 1 is research that integrates internal marketing, OI, and leadership. This is surprising because the three research areas conceptually complement one another. Specifically, “the potential of leaders or managers to communicate and create a sense of shared identity is an important determinant of the likelihood that their attempts to energize, direct, and sustain particular work-related behaviors in their followers will be successful” (Ellemers, de Gilder, and Haslam 2004, p. 467). The most inclusive shared identity is undoubtedly OI, which we propose to be the ultimate goal of internal marketing. Organizational members who identify strongly with customer-oriented organizations are also customer conscious, a notion that should be at the fore of internal marketing. Finally, because leaders are instrumental in the implementation of internal marketing, insights into how leaders at different levels can foster the adoption of corporate values among their subordinates are needed. In this vein, the bright and dark side of charismatic leadership in terms of which values these leaders actually foster remains a nascent area that deserves further investigation (Conger 1999, p. 172).
Conceptual FraMEwork and Hypotheses

We propose a multilevel model to describe the cascading effect of the leader’s OI on followers’ OI that is enhanced by the leader–follower dyadic tenure and charismatic leadership. In turn, this process has a positive impact on customer-contact employee performance and BU sales performance. In the description of the model, we use the term “leader–followers” to refer to either the relationship between the regional director and the BU managers or the BU manager and customer-contact employees, which corresponds to the OI transfer from Level 3 to Level 2 and from Level 2 to Level 1 in Figure 2, respectively.
----- Insert Figure 2 about here -----
The Impact of the Leader’s OI on Followers’ OI


In the working relationship between leaders and followers, leaders represent the personal actualization of the otherwise abstract, impersonal existence of the organization. Therefore, what leaders do, feel, and think should have a profound impact on followers. Given this potential influence, it is surprising that few studies in marketing have investigated such effects in an internal marketing context (Berry and Parasuraman 1992; Burmann and Zeplin 2005). Extending the idea of leaders’ “communicating by deeds” in the internal marketing literature, we draw from social identity, emotional contagion, and consistency-driven assimilation theories to propose the behavioral, emotional, and cognitive routes through which leaders influence followers in developing perceptions and feelings of oneness with the organization. 
First, according to social identity theory, identification with the organization evokes identity-congruent behavior on the part of organizational members (Ashforth and Mael 1989; Dutton, Dukerich, and Harquail 1994). Behaviors are congruent with OI when they enhance the organization, which is self-referential for those who identify with the organization. Leaders who identify strongly with the organization actively strive to enhance the status of their group and to fulfill collective goals, even in the absence of personal benefits. These leaders’ group-oriented actions will be perceived by followers as evidence of the values of the organization and therefore enhance followers’ OI (Van Knippenberg et al. 2004). In addition, leaders influence followers’ behavior by signaling what attitudes, behaviors, and orientations are expected of the followers (Kelman 1958; Shamir, House, and Arthur 1993). The OI literature suggests that high-OI leaders become more prototypical of the organization because they conform to its norms and values, and their expectations are more likely to be in line with those of the focal organization. Previous research has found that individuals are more likely to adhere to messages from prototypical group members than from nonprototypical ones (Van Knippenberg and Hogg 2003). Consequently, followers are likely to align their behavior toward the organization with the expectations of leaders who identify strongly with the organization (Van Knippenberg, Lossie, and Wilke 1994), which in turn reinforces the behavioral route of the OI-transfer process.

Second, the affective route of the OI-transfer process operates through emotional contagion, which refers to “someone catching the emotion being experienced by another, wherein the emotion of the receiver converges with that of the sender” (Howard et al. 2001, p. 189). Emotional contagion can occur at both subconscious and conscious levels (Barsade 2002). At the subconscious level, “primitive emotional contagion” (Hatfield, Cacioppo, and Rapson 1994; Hennig-Thurau et al. 2006) takes place when a person spontaneously imitates another person’s facial expression and other nonverbal cues, leading the person to experience the corresponding emotions. At the conscious level, emotional contagion is based on social comparison processes, in which a person compares his or her mood with another person’s mood and subsequently adjusts to the sender’s emotional level (Barsade 2002; Hennig-Thurau et al. 2006). Because OI includes an affective dimension (Dutton, Dukerich, and Harquail 1994; Tajfel 1981) and because leaders who strongly identify with the organization are likely to express positive emotions toward the organization, followers working under these leaders are likely to be influenced and exhibit these positive feelings, thus enhancing their OI. This adds an emotional route to the OI-transfer process. 
Third, consistency-driven assimilation effects, which occur mainly at a cognitive level, constitute another avenue through which leaders influence followers. Previous research has shown that people tend to assimilate automatically other people’s perceptions about an attitude object into their self-views if they perceive themselves and those others as sharing membership in a distinct and personally important social group (Mussweiler and Bodenhausen 2002). These assimilation effects can be viewed as a consequence of the pervasive and fundamental human need for cognitive consistency (Festinger 1957). The assimilation effects are most likely to occur between leaders and followers because (1) they belong to the same work organization, and (2) they are likely to consider the work organization one of their most important group affiliations since they spend more time with this group, and their livelihood depends on the organization’s fortunes (Bergami and Bagozzi 2000, p. 555). Through the three interrelated routes, leaders who identify strongly with the organization not only directly motivate and encourage their followers to adopt the leaders’ values and mission that are congruent with those of the organization (i.e., relational identification; see Hogg 2001; Kelman 1958; Sluss and Ashforth 2007) but also indirectly influence followers’ attitudes, emotions, and evaluations of the focal organization. Consequently, the overlap between followers’ identity and the organizational identity increases. The followers act like, feel like, and ultimately think like an organization member. On the basis of this discussion, we predict a cascading OI-transfer process across two dyadic leader–follower relationships (i.e., managers →  employees and directors →  managers). Thus:
H1: The greater the leader’s OI, the greater is the followers’ OI.

The Boundary Conditions of the OI-Transfer Process

As Figure 2 shows, we propose that leader–follower dyadic tenure moderates the OI-transfer process. On the basis of charismatic leadership and social identity–based theory of leadership, we further propose that charismatic leadership is a potential cross-level moderator.

The moderation effect of the leader–follower dyadic tenure. We argue that the transfer of OI takes place on the basis of identity congruent behaviors and prototypicality, emotional contagion, and consistency-driven assimilation effects. However, followers’ emulation of leaders does not happen in a vacuum; the process requires time to develop and nourish. The longer the followers work with their leader, the more opportunities there are for the three routes of OI transfer from the leader to followers to occur. Furthermore, as we mentioned previously, leaders who strongly identify with the organization reinforce behaviors that are in line with organizational values and beliefs. They also motivate followers to frame, interpret, and act on organziation-related events through the eyes of a dedicated organizational member. Yet followers are more likely to perceive the reinforcement and interpretation framing as following a consistent pattern only when there exists a prolonged relationship between leaders and followers. More formally,

H2: The leader–follower dyadic tenure moderates the transfer of OI from the leader to the followers such that the longer the dyadic tenure, the stronger is the transfer.
The moderation effect of charismatic leadership. Charismatic leadership occurs when the leader is adept at changing follower perceptions of the nature of work, motivating followers to achieve idealized goals, and developing a deep collective identity among followers (Conger 1999; Shamir, House, and Arthur 1993). Therefore, charismatic leaders are instrumental in the internal marketing process, which normally involves major transformations (Berry and Parasuraman 1992). 

Followers are more likely to be attracted to, comply to, and internalize charismatic leaders’ mission and directives because they regard these charismatic leaders as possessing inspirational qualities (Conger and Kanungo 1998; see also Kelman 1958). Consequently, when there exists a long working relationship between high-OI leaders and followers, charismatic leaders are better able than non-charismatic counterparts in attracting followers’ attention to how positively these leaders do, feel, and think for the organization rather than self interests (Shamir, House, and Arthur 1993). The three routes of OI-transfer delineated above then operate at their full force. In other words, the growingly positive influence of leaders’ OI on their followers’ OI over time as suggested in H2 should become even more potent when followers work under highly charismatic leaders. Therefore, we hypothesize:

H3:  Both the leader–follower dyadic tenure and charismatic leadership enhance the transfer of OI from the leader to the followers such that the relationship between the leader’s OI and followers’ OI is the strongest when both charismatic leadership and dyadic tenure are high.

OI and Business Performance Consequences
Social identity theory and previous research on OI predict that organizational members (leaders and followers alike) who identify strongly with the organization will consider the successes and failures of the organization as their own (Ashforth and Mael 1989; Riketta 2005; Tajfel and Turner 1979). In the context of internal marketing, customer-contact employees who identify strongly with the firm are more likely to engage in behaviors that are congruent with salient aspects of the organizational identity (Ashforth and Mael 1989). These identity-congruent behaviors serve at least three purposes (Hogg, Terry, and White 1995; Stryker and Serpe 1982). First, the organizational identity prescribes those who identify with the organization to engage in behaviors that support its values and beliefs. Second, because organizational identity also describes “who we are” (Ashforth and Mael 1989), individuals undertake these identity-congruent behaviors to reinforce and enhance the organizational identity because doing so is tantamount to enhancing the self. Third, organizational identity helps evaluate and maintain in-group/out-group distinction that favors the group to which one belongs. Thus, boundary spanners who identify strongly with market-oriented organizations tend to be highly customer conscious (Grönroos 1990) and to achieve high levels of sales performance. 
Therefore, at the “moments of truth” (Carlzon 1987), when these boundary spanners interact with customers, those who identify strongly with the organization will be able to perform better than those who do not. They might “go the extra mile” to satisfy and even delight customers (Berry 1995; Bitner 1995; Oliver, Rust, and Varki 1997). Although the opposite direction of causality between OI and performance is also plausible, we follow the dominant view in the literature that OI leads to performance (e.g., Riketta and van Dick 2005; Van Knippenberg 2000). We address the issue of reverse causality in the “Results” section.

H4: The stronger the employees’ OI, the greater is their performance.
Similarly, leaders who identify strongly with the organization are more motivated to act on behalf of the organization. For example, they actively monitor the market for potential sales oportunities, support and mentor subordinates, and ensure that organizational values are observed (Berry, Hensel, and Burke 1976). Furthermore, managers with high levels of OI are more likely to be attentive to legitimate stakeholders’ needs, values, and beliefs (Scott and Lane 2000). Thus, we predict that the stronger the leader’s OI, the greater is the performance of the BU. In addition, customer-contact employees are those who deliver the company promise to customers. When every members of the organization identify strongly with it (i.e., when the average level of OI within the BU as a whole is high), intraunit cooperation should be more streamlined. For example, employees who identify strongly with the firm are more likely to engage in helping behavior, thus enhancing service quality (Bell and Menguc 2002). Equipped with the same customer-oriented mind-set, these employees might devote their time to creating values for customers rather than getting mired in interpersonal conflicts (e.g., Steiner 1972). This group-idiosyncratic synergy should boost the BU performance as well. Therefore, we hypothesize:
H5: (a) The stronger the leader’s OI and (b) the stronger the followers’ OI, the greater is the financial performance of the BU.
In the next section, we present two empirical studies that use multilevel and multisource data to test the theoretically derived hypotheses in the conceptual framework.

Study 1

In Study 1, we tested H1, H2, and H4 with the BU manager as the leader and frontline salespeople as followers. We collected data from a primary care division of a large New Jersey–based pharmaceutical company. We distributed questionnaires to BU sales managers one month before surveying their respective sales representatives. The sales representatives in this study normally worked far from the firm’s headquarters. This fairly dispersed working condition provides a stringent setting for testing our hypotheses. Of the 39 sales managers, 36 returned the questionnaire fully completed, for a response rate of 92%. Of 311 sales representatives, 285 completed the survey, for a response rate of 92% (72% of the sales managers and 43% of the sales reps are male). We then matched the responses to create a two-level data set. 
Measures

We measured the OI of both sales managers and salespeople using Mael and Ashforth’s (1992) well-established six-item scale. To control for common method bias and social desirability in self-report studies (Podsakoff et al. 2003), we measured employee performance objectively by using the percentage of sales quotas achieved in the quarter right after the sales representative survey. We measured sales representative–BU manager dyadic tenure by asking each customer-contact employee how long he or she had been working under a specific sales manager. Because too-broad spans of control between leaders and followers might dilute the leader–follower closeness that is required for OI transfer to occur, we controlled for this variable in our analysis and operationalized it as the number of customer-contact employees working under each leader. Appendix A provides details of the measurement items. Table 1 presents descriptive statistics, internal-consistency reliabilities, and intercorrelations of all study variables. As Table 1 shows, all the measurement scales have reliability indexes that exceed the .70 threshold (Nunnally 1978) and average variance extracted (Fornell and Larcker 1981) that is greater than .50.

----- Insert Table 1 about here -----

Because of the hierarchical nature of our data (each manager supervised more than one salesperson), we applied HLM (Raudenbush and Bryk 2002) using HLM5 (Raudenbush et al. 2000) to analyze the process of cross-level OI transfer. We provide details of the analytical procedures in Appendix B.

Results


Cross-level effects. Table 2 summarizes the HLM models and results. To test the main effects of the BU manager’s OI on customer-contact employees’ OI, as we hypothesized in H1, we ran a two-level model in which the intercept of the regression predicting customer-contact employees’ OI at Level 1 was a function of sales managers’ OI at Level 2. In this step, we also controlled for employee–manager dyadic tenure at Level 1 and the manager’s span of control at Level 2. The results strongly support our prediction because the coefficient of sales managers’ OI is positive (γ = .25 , p < .05). To test the cross-level interaction effect, we again ran a two-level model in which, at Level 1, customer-contact employees’ OI was the criterion variable and employee–manager dyadic tenure was the predictor. The slope of the variable employee–manager dyadic tenure at Level 1 was a function of the manager’s OI at Level 2. As we predicted in H2, the longer the dyadic tenure between the sales manager and his or her customer-contact employees, the stronger was the impact of the sales manager’s OI on employees’ OI (see Figure 3A). Specifically, the coefficient of the interaction term was positive and significant (γ = .17, p < .05). The inclusion of the cross-level interaction term enhanced the fit of the model significantly. 

----- Insert Table 2, Figures 3A and 3B about here -----
Single-level effects. H4 predicts that customer-contact employees who strongly identify with the organization will achieve higher performance. An ordinary least squares regression of employees’ objective performance on their OI supported this prediction (β = .26, p < .00, R2 = .07). We followed the procedure that Mathieu and Taylor (2007, p. 172) propose to test whether employees’ OI fully mediates the impact of sales managers’ OI on employees’ performance, using HLM. The cross-level regression of employees’ performance on sales managers’ OI showed that the direct effect was not significant (γ = .006, p >.19). Also, the inclusion of both employees’ and sales managers’ OI as predictors of employees’ performance indicated employees’ OI was predictive of performance while managers’ OI was not (γ = .003, p >.42). Thus, we can conclude that sales managers influenced employees’ performance indirectly rather than directly.
Discussion


In Study 1, all hypotheses were supported. First, we found that when the BU manager identified strongly with the organization, frontline salespeople also exhibited a high level of OI. Furthermore, the OI-transfer process was stronger when there was a long working relationship between the manager and the sales representatives. Second, we found support for the prediction that OI had a positive relationship to the sales performance of customer-contact employees. As Figure 3A shows, the cross-level interaction between employee–manager dyadic tenure and sales managers’ OI was strong. For the purpose of illustrating the OI transfer over time, we replot the interaction with dyadic tenure on the X-axis in Figure 3B. Note the downward slope of customer-contact employees’ OI when sales managers’ OI was low. This slope implies that leaders who did not identify strongly with the organization could impair their followers’ attitudes toward the organization over time. In contrast, the positive influence of the manager’s OI on the sales representatives’ OI  increased over time, as we predicted. The effect of the manager’s span of control on the OI-transfer process was not significant (γ = –.11, p > .30). A limitation of this exploratory study is that we did not control for a number of variables. For example, the two-way interaction pattern might change when charismatic leadership is taken into account. Nevertheless, these preliminary findings are intriguing. We conducted Study 2 to probe the additional boundary conditions of the OI-transfer process—the possible homology of the phenomenon at a higher level of the leader–follower relationship (i.e., between the regional director and BU managers)—while controlling for variables that might otherwise explain the effects observed in Study 1. 
Study 2

In Study 2, we attempted to replicate and extend the findings of Study 1 in a different selling context and in another country—namely, German travel agencies. In this service-laden selling environment spanning across a large geographic area, the scope of OI transfer—if it exists as we predict—should provide the strongest test to our theory. Specifically, we tested H1, H3, H4, and H5 across two dyadic leader–follower relationships: (1) regional directors (leaders) and BU  managers (followers) and (2) BU managers (leaders) and customer-contact employees (followers). We distributed questionnaires to the sales managers of 1080 travel agencies, 3410 salespeople, and 23 directors who oversee the sales managers. Separate return envelopes were provided so that each respondent could return the questionnaire by mail. To construct a three-level data set, we used complete data from 22 directors (response rate: 96%), 394 sales managers (response rate: 36%), and 1005 salespeople (response rate: 30%), which we matched through individual code numbers.
 
Measures

Before launching the survey on a large scale, we worked with top managers and several travel agencies to pretest measurement scales. In this step, respondents indicated no difficulty with Mael and Ashforth’s (1992) six-item OI scale compared with the Bergami and Bagozzi’s (2000) two-item OI scale. The correlation between the two scales in this pretest was high (r = .81). Therefore, we measured both the leader’s and the followers’ OI (i.e., identification with the company as a whole) using Mael and Ashforth’s scale, as in Study 1. We measured charismatic leadership with ten items based on Bass and Avolio’s (1990) and Conger, Kanungo, and Menon’s (2000) studies. To establish translation equivalence of the published scales (i.e., OI and charismatic leadership), questionnaires were initially developed in English. Next, German personnel who were fluent in English translated the questionnaires into German. Then, the questionnaires were back translated into English by another group of bilingual personnel to ensure both accuracy and translation equivalence (Steenkamp, ter Hofstede, and Wedel 1999). We measured individual employee performance with a three-item scale. For BU performance, we followed Schneider and colleagues’ (2005) recommendation to adjust sales unit financial performance for the size of the travel agency and operationalized it as annual sales per employee. 
We controlled for several factors that potentially influence the relationship between the leader’s and the followers’ OI. As antecedents to followers’ OI, in addition to the leader’s span of control as in Study 1, we controlled for (1) followers’ identification with their own travel agency, (2) followers’ customer orientation, and (3) the leader’s customer-oriented training with followers. These control variables stem primarily from the OI literature (Ashforth and Johnson 2001) that identification might exist at multiple levels (e.g., the company as a whole) and that identification with proximal entities (e.g., the travel agency) is inducive to identification with more distal collectives (e.g., the organization or the firm). The literature on person–organization fit also emphasizes that individuals who are high on certain traits will self-select to work for particular organizations that require those traits (Donavan, Brown, and Mowen 2004; Schneider 1987). In a services-oriented firm such as the one in our sample, no other variable is more important than customer orientation. Finally, customer-oriented training will enhance not only the level of social interaction between leaders and followers and followers’ perceptions of leaders’ support but also the vividness of service-oriented organizational values and culture, thus increasing the intensity of followers’ OI. In addition, training is an integral part of internal marketing efforts (Berry and Parasuraman 1992; Grönroos 1990). 
As antecedents to performance, consistent with meta-analytic research in sales literature (e.g., Churchill et al. 1985), we controlled for the most potent predictors of performance. These included job satisfaction, tenure, sales empathy, and organizational commitment at the customer-contact employee level. For BU performance, we controlled for both BU managers’ sales empathy and tenure and aggregated scores of the customer-contact employee control variables. Table 3 reports the intercorrelations, descriptive statistics, and reliability indexes for each scale. Again, all the measurement scales showed strong reliability, with all alphas exceeding the .70 threshold (Nunnally 1978), and all except one construct had average variance extracted greater than .50 (Fornell and Larcker 1981). We report the results of discriminant validity analysis and preliminary analytical procedures in Appendix B.
----- Insert Table 3 about here -----
Results

Cross-level effects for the BU manager–customer-contact employees interface. Table 4 provides an overview of the models and estimation results for the BU manager–customer-contact employees interface. The direct impact of BU managers’ OI on employees’ OI was strong (γ = .38, p < .00). Therefore, H1 is supported. As we predicted in H3, the three-way interaction among BU  managers’ OI, charismatic leadership, and employee–manager dyadic tenure was significant and positive (γ = .13, p < .00).
 Figure 4 probes further into the nature of this three-way interaction. As Figure 4 and Table 4 show, the positive relationship between BU manager’s OI and customer-contact employees’OI is the strongest when these BU managers are charismatic, and BU manager-employee dyadic tenure is long. In contrast, the positive relationship between BU manager’s OI and customer-contact employees’OI is weaker for employees who work under non-charismatic leaders for a longer time (line 4 vs. line 2). Overall, the model fit improved when we entered the interaction terms into the estimation. Figure 5 further illustrates the pattern of the OI-transfer process over time in the presence of the interaction: charismatic leaders with low OI and non-charismatic leaders with high OI dampened followers’ OI in the long run. Again, the managers’ span of control had a nonsignificant impact on employees’ OI.
----- Insert Table 4, Figures 4 and 5 about here -----
Cross-level effects for the regional director–BU managers interface. With regard to the higher level of the leader–follower relationship, we used the same procedure to test our predictions for the regional director–BU manager OI transfer. Table 5 details the results of the HLM analyses. In line with H1, we again found strong evidence that the regional directors’ OI positively influenced BU managers’ OI (γ = .18, p < .05). The three-way interaction was significant and positive (γ = .50, p < .01), and the inclusion of the interactions terms significantly improved the fit of the model, in support of H3. To illustrate the OI transfer over time, Figure 6 shows the patterns of interaction with director-manager dyadic tenure on the horizontal axis.
 Consistent with the findings at the manager–employee level, charismatic directors who identified strongly with the organization and had a long working relationship with managers exerted the strongest influence on managers’ OI. In line with our findings in Study 1 and the interaction patterns in the manager–employee interface, we again observed a downward-sloping pattern (see Figure 6, Panel B) for the OI of BU managers who worked for a long time under regional directors with low OI and high charisma. Similar to what we observed in the manager–employee dyads, directors who were not highly charismatic but possessed high OI also drove managers’ OI downward when there was a long working relationship (Figure 6, Panel A). Finally, the director’s span of control obstructed the OI-transfer process, as is evident from its negative coefficient (γ = –.25, p < .01). 
----- Insert Table 5, Figure 6 about here -----
Single-level effects. To test H4 , H5a, and H5b about individual and BU performance as consequences of OI, we used hierarchical regression analyses. At the customer-contact employee level, we entered the control variables and then the customer-contact employees’ OI as predictors of their subjective performance. Consistent with H4, customer-contact employees’ OI was predictive of their sales performance (β = .15, p < .01), and the increase in R-square was significant (see Table 6).
 

For the BU level, we operationalized the level of customer-contact employees’ OI as the average of employees’ OI in the respective BU. The indexes of within-group agreement (intraclass correlation coefficients ICC(1) = .26, ICC(2) = .47, and median within-group agreement rwg = .76) justified this aggregation because they were compatible with the recommended norms in group-level research (Bliese 2000; James, Demaree, and Wolf 1984). In the first step, we controlled for the customer-contact employee variables that were found to be highly significant in predicting their subjective performance. To do so, we aggregated all these variables to the BU level by taking the average across employees in the respective travel agency. We then entered BU managers’ sales empathy and their tenure. Finally, we entered BU managers’ OI. Table 7 reports these results. None of the control variables except the aggregated customer-contact employees’ OI were significant. Furthermore, BU managers’ OI had a strong impact on BU financial performance (β = .13, p < .05), even when we controlled for the aggregated followers’ OI variable. Aggregated customer-contact employees’OI was also a predictor of BU performance in the final model. Thus, both H5a and H5b were supported. These results suggest that customer-contact employees’ OI partially mediated the impact of managers’ OI on BU performance. Additional tests showed that no other variables at the director level of analysis contributed to these performance outcomes.
----- Insert Table 6, Table 7 about here -----
Results Robustness 

Issues related to reverse causality. It could be argued that the opposite direction of causality between OI and performance is also plausible. To rule out this alternative explanation, we conducted a cross-lagged analysis (Jöreskog 1979), using additional employee and manager data from two time points. Time 2 (t2) data were collected one year after the first data collection (t1). Using code numbers, we were able to match the data from t1 and t2. Thus, we had usable and matching data sets from n = 310 employees and n = 206 BU managers in n = 206 travel agencies. These data sets included employees’ OI, managers’ OI, and objective sales per employee as the performance measure. The descriptives of the variables were similar to the full data set at t1. In line with the direction of our hypothesis, OI at t1 was significantly related to performance at t2 (for employees: β = .10, p < .01; for managers: β = .06, p < .05), whereas the opposite path, in which performance at t1 influenced OI at t2, was not. These results strengthen our rationale for H4 and the internal validity of our study.

Further mediational paths. We conducted additional mediation analyses to determine whether employees’ organizational commitment, job satisfaction, sales empathy, and tenure fully mediated the link between OI and performance. The results from the regression analyses showed that the direct path from OI to performance dropped only slightly from β = .18 (p < .01) without mediators to β =.15 (p < .01) with mediators. HLM analyses with a two-level model produced similar results. We found no cross-level moderation on these mediation processes; thus, the link between OI and performance was only partially mediated, and OI’s direct effect on performance was robust.
Discussion
Consistent with the findings in Study 1, we both replicated the results related to the direct impact of the leader’s OI on followers’ OI and showed that the OI-transfer process occurrs at a higher level within the organization. Furthermore, the three-way interaction among the leader’s OI, charismatic leadership, and the leader–follower dyadic tenure was in the predicted direction across two dyads. When there exists a match between leaders’ OI and charisma at the high end, the OI transfer grows the strongest over time. The mismatching effect of OI and charisma warrants further discussion. The results clearly showed that leaders who possess weak charisma but high OI or strong charisma but low OI appeared to impair followers’ OI when dyadic tenure was long. In retrospect, this is consistent with balance theory and theory of cognitive dissonance (Festinger 1957; Heider 1946), which predict that the mismatch will lead followers to adjust their beliefs and behavior to regain cognitive balance. Over time, these followers might even view these leaders as hypocrites (Cha and Edmondson 2006) or simply has no clear strategic direction. The longer the dyadic tenure, the more detrimental is the distrust and disenchantment. Finally, we found that using customer-contact employees’ objective performance was most important in evaluating the outcome of OI. None of the aggregated employees’ self-rated variables that were supposedly predictive of performance (i.e., organizational commitment, job satisfaction, sales empathy, and tenure) reached a marginal significance level. On the contrary, aggregated employees’ OI and BU managers’ OI remained predictors of BU objective financial performance. This result supports the call for more marketing accountability using objective data (Rust et al. 2004).

OVERALL DISCUSSION

Much literature on the importance of internal marketing is conceptual and/or anecdotal. In addition, the underlying mechanism of how management can foster the positive effects of internal marketing remains largely unknown. On the basis of social identity theory, charismatic leadership, and conceptual work in internal marketing, we contend that the OI building process, behind which leaders act as the constant driving force, lays the foundation for internal marketing.
Summary of Research Findings and Contributions

The findings across the two empirical studies were remarkably consistent and provided strong support for our conceptual model. First, we demonstrated that the leader’s OI directly influenced followers’ OI. Second, this OI-transfer process occurred not only at the manager–employee level but also at a higher level, between directors and managers. Third, we showed that the cascading OI transfer from leaders to followers had important performance implications. Specifically, when customer-contact employees identified strongly with their organizations, they were more likely to reach a higher level of sales quota achievement and to perform more effectively. Similarly, BU managers with high OI generated higher business volume. To the best of our knowledge, our studies are the first to examine OI consequences using objective financial performance. Our findings resonate with the internal marketing literature (Berry and Parasuraman 1992; Bitner 1995; Grönroos 1990) in that we underscore the indispensable role of leaders in building strong employee–organization relationships and the productive consequences of internal marketing processes through the continuous, personal touch of leaders. A notable finding coincides with the “communicating-by-deeds” mantra (Berry, Hensel, and Burke 1976) in internal marketing: Charismatic leaders who do not identify with the organization might impair followers’ OI. We also believe that the introduction of OI into the marketing literature on boundary spanners is past due. Methodologically, we showed that a simultaneous examination of the OI-transfer process across multiple levels within organizations can provide useful insight into how organizations can build OI at different hierarchical levels. 
Implications for Internal Marketing and Leadership

Our findings suggest the importance of leaders in “creating, enacting, and perpetuating the motivational drive for meaning” when building member identification (Pratt 2000, pp. 467–68).  In this section, we discuss several important implications of our study for the research and practice of internal marketing and leadership.

The importance of OI in boundary-spanning contexts and the indispensible but neglected role of middle managers. Our study shows that the OI-transfer process still holds in highly dispersed working conditions (i.e., employees who are not concentrated in one location). In Study 1, the research context is a pharmaceutical firm that relies on a large field sales force that works far from the headquarters. In Study 2, the context is a travel company that operates across a vast geographic area. In this regard, it is important to note that the dispersion of customer-contact employees is prevalent across several industries, especially in the era of globalization. The only “linking pin” (Likert 1961) between highly autonomous and geographically dispersed salespeople and the organization, along with its top management, is sales managers. As Mintzberg (1996) succinctly states, “What organizations really have are the outer people, connected to the world, and the inner ones, disconnected from it, as well as many-so-called middle managers, who are desperately trying to connect the inner and outer people to each other.” 
The cascading effects we found underscore the critical but often neglected role of middle managers (e.g., sales managers) in actualizing the organization by exhibiting organizational identity-congruent behavior and communicating organizational values to followers, thus building their followers’ OI. Middle-level managers are instrumental in strategy implementation because they synthesize information, frame interpretation of information, and align corporate strategies to specific implementation contexts (Floyd and Wooldridge 1992). Insofar as these middle managers identify strongly with the organizations, they carry out these functions with the success and failure of the organization in mind rather than their self-interests. Furthermore, if the goal of internal marketing is to retain talent, the first action firms should take is to look at how salespeople’s immediate supervisors are interacting with their subordinates. This is important because the annual training costs per salesperson might be as costly as $7,500 and sales force turnover is generally very high (Dickie and Trailer 2008, p.138). Meanwhile, the number one reason for individuals leaving their jobs is their relationship with their immediate supervisor (Freiberg and Freiberg 1998). The cascading effects we found also suggest that in programs aimed at building OI, such as internal marketing, more attention should be paid to the intermediary managers, in addition to frontline employees and the top management. Ignoring these middle managers is synonymous with breaking the cascading flow of OI transfer. Building OI among these middle-level managers should pay off twice—first, by the leader’s direct influence on the BU performance and, second, by igniting the multiplier effect among leader–follower dyads. However, this issue has not received adequate attention in the internal marketing literature. A challenge with building middle managers’OI might be that they are generally more senior. Nevertheless, it is not impossible if upper-level managers can promote values that resonate with these lower-level managers. 
Another implication of the cascading OI-transfer effect is related to new product or service introduction. Firms tend to have difficulty in persuading salespeople to adopt and push new products or services, especially house brands (Anderson and Robertson 1995). It has always been a challenge to acquire salespeople’s adoption of new products because of the high levels of risk and coordination involved. More important, new product or service introduction is normally pushed from the top managers down to the front line, and therefore the OI-transfer process has great implications in this process. First, if multiple levels of managers strongly identify with the organization, they will conscientiously pass along the information with the interests of the organization in mind, thus greatly facilitating field salespeople to push the new product. Finally, because salespeople who identify strongly with the organization are more likely to sacrifice short-term gains for the success of the firm, they are more likely to champion new products or services. 
Formally including OI in internal marketing research and practice. The findings of our study could provide an important starting point for a shift in the internal marketing philosophy in organizations. There is little empirical research in the internal marketing literature that emphasizes the diffusion of organizational values. In general, internal marketing still centers on exchange-focused activities to enhance employee job satisfaction (Ahmed and Rafiq 2002). As long as individuals possess the need for enhancing self-esteem which forms the basis for social identification (Tajfel and Turner 1979), actions aimed at raising the OI of both managers and employees should enhance the delivery of the company promise to both internal and external customers, thus greatly complementing the exchange-focused approach to internal marketing. Beyond the exchange of economic goods, we further suggest that it is the “higher meaning” rather than just making profits that creates the links between individual and organizational identities (e.g., Collins and Porras 1994). In this vein, an organizational culture with inspiring values that middle managers can convey to salespeople will help build a customer-conscious and loyal sales force.  
The matching and mismatching effects. Our study reveals that the OI-transfer process is the strongest when a long leader–follower dyadic tenure is coupled with highly charismatic leadership. Because a short dyadic tenure between leaders and followers hinders the OI-transfer process, frequent rotation of managers might inhibit the OI dissemination across organizational hierarchies. However, by infrequently rotating high OI and charismatic leaders, companies might reap greater benefits from the impact of cascading OI transfer, while allowing the OI-transfer process to take deeper roots. Of equal importance is the mismatching effect we found in our study. Whereas most of the literature on charismatic leadership suggests that charisma has a positive impact on followers, we empirically show that this is not necessarily the case when charismatic leaders do not identify with the organization. The OI literature suggests that high OI is generally beneficial; however, we found that high OI leaders with low charisma actually impair their followers’ OI. The detrimental effects are particularly visible for followers who work under these leaders for a long time. Given the substantial performance implications of OI we documented previously, firms that engage in internal marketing activities should be aware of the possible liabilities of the interaction between charismatic leadership and leaders’ OI over time, or other possible mismatches. 

A dynamic and multifoci perspective of OI during times of change. Unlike charisma, which is a trait, OI is a psychological state susceptible to fluctuations. Our findings suggest that time will unfold leaders’ mismatching effects on followers’ OI. Other factors that enhance or impair organizational members’ OI might exist, such as industry crisis, market turbulence, mergers and acquisitions, and sales territory realignment. In the context of our study, we limit the discussion to the implication for sales territory realignment, one of the most frequently used sales management tools to optimize utilization of sales force resources (Zoltners and Lorimer 2000). Sales territory realignment creates changes in the reward and, thus, the morale of salespeople (Zoltners and Lorimer 2000). On the one hand, a salesperson’s identification with the manager (relational identification) and the regional sales territory (the proximal social group) might induce him or her to resist the realignment. On the other hand, the salesperson’s OI with the firm (the distal social group) might increase the likelihood that he or she will readily accept the change. In this regard, sales managers might need to adjust their communication strategies when informing salespeople of the realignment, depending on the salesperson’s OI. For example, if the salesperson identifies strongly with the organization, the sales manager might want to emphasize how the realignment will benefit the company as a whole. If the salesperson identifies strongly with the sales manager, the sales manager might want to leverage the role identification by, for example, setting a role example. Another implication is to consider the possible fit between the realigned salesperson and the new sales organizational culture to head off discontinuities of the OI-transfer process. However, note that during time of change, sales managers who are negatively affected by these changes might generate a ripple like effect that impairs salespeople’s OI.
Limitations and Future Research

As with all research, there are some limitations inherent in our study that restrict its interpretation and generalizability. First, although cross-lagged analyses on a portion of the data at two periods in Study 2 support the direction of the causal path from OI to performance, the largely cross-sectional nature of the data does not allow us to infer causality. For example, employees with strong OI might have an influence on leaders’ OI as well, though this bottom-up influence of emerging leaders among followers might be an exception rather than the rule. Further research using longitudinal data and/or experimental design could address these limitations. For example, researchers could use a repeated measures experimental design in which they manipulate leaders’ OI using the minimal group paradigm (e.g., Brewer and Gardner 1996) and record followers’ OI and their subsequent behavior across multiple periods. Second, a limitation of Study 2 is the comparably small sample size at the director level. Therefore, the interaction pattern at the director–manager level should be interpreted with caution. Additional research might probe further into this phenomenon. Third, in both studies, we used Mael and Ashforth’s (1992) OI scale, which was not without its critics (e.g., Bergami and Bagozzi 2000). Further research that examines different operationalizations of OI across different countries and contexts and differential effects of the identity aspects might be useful.  

Our studies used only in-house sales representatives. Examining the extent to which outside agents differ from employees in the OI-transfer process might also be worthwhile because they could be subject to different compensation arrangements (Anderson 1985). In the context of customer-contact employees, an extension of the current research might be to examine the external consequences of the OI-transfer process, such as customer–company identification (Ahearne, Bhattacharya, and Gruen 2005). The tension of customer-contact employees’ simultaneous identification with multiple foci such as the company and the customer also deserves exploring (e.g., Lam 2007). Finally, additional research is necessary to identify other potential moderators, mediators, and consequences beyond those we tested herein, such as leader status, leader–member exchange quality (e.g., Van Knippenberg et al. 2004), compensation (e.g., Anderson 1985), organizational climate or support (e.g., Bell, Menguc, and Stefani 2004; Schneider et al. 2005). 
TABLE 1
Study 1: Means, Standard Deviations, and Intercorrelation Matrix
	Variables
	1
	2
	3
	4
	5

	Level 2
	
	
	
	
	

	1. Business unit manager’s OI
	(.93)
	
	
	
	

	2. Span of control
	.16*
	_a
	
	
	

	Level 1
	
	
	
	
	

	3. Customer-contact employees’ OI 
	.16*
	–.02
	(.90)
	
	

	4. Employee–Business Unit Manager Dyadic Tenure 

(in years)
	.17*
	-.03
	  .09
	_a
	

	5. Objective employee performance 

(% of quota achieved)
	.09
	 .03
	 .26*
	.20*
	_a

	Mean
	5.16
	9.28
	5.05
	2.27
	1.09

	SD
	1.38
	3.11
	1.33
	1.90
	.06

	Average variance extracted
	_
	_
	.60
	_
	_


*p < .01 (two-tailed).
aConstructs are measured by a single item.

Notes: Correlations based on scores disaggregated per employee are below the diagonal (employees: n = 285; business unit managers: n = 36), and Cronbach’s (1951) internal consistency reliability coefficients appear on the diagonal. We did not calculate average variance extracted for business unit managers’ OI because of small sample size.

TABLE 2

Study 1: HLM Results Predicting Employees’ OI

	Variable
	Models

	
	H1 (Simple Effects Only)

L1: EOIij = β0j + β1j(EMDTij) + rij
L2: β0j  = γ00 + γ01(MSPANj) + γ02(MOIj) + u0j
L2: β1j = γ10 
	
	H2 (with Interactions)

L1: EOIij = β0j + β1j(EMDTij) + rij
L2: β0j = γ00 + γ01(MSPANj) + γ02(MOIj) + u0j
L2: β1j = γ10 + γ11(MOIj)

	
	γ
	SE
	
	γ
	SE

	Intercept (γ00)
	5.09**
	.10
	
	5.07**
	.10

	Control
	
	
	
	
	

	MSPAN (γ01)
	–.09
	.07
	
	–.11
	.06

	Simple Effects
	
	
	
	
	

	MOI (γ02)
	.25*
	.13
	
	.22*
	.12

	EMDT (γ10)
	.09
	.09
	
	.09
	.07

	Cross-Level Interaction
	
	
	
	
	

	MOI × EMDT (γ11)
	_
	_
	
	.17*
	.08

	–2 Log-likelihood
	956.15
	
	950.28

	Change in fit index
	
	
	                     5.87* (d.f. = 1)

	
	
	
	


*p < .05.

**p < .01.

Notes: L1 = Level 1, L2 = Level 2, EOI = customer-contact employees’ OI, MOI = business unit manager’s OI, EMDT = customer-contact employee–business unit manager dyadic tenure, MSPAN = business unit manager’s span of control. N = 285 (customer-contact employees) and 36 (business unit managers). We treated the  slope of EMDT as fixed because its between-group variance was not significantly large (p >.50). 
TABLE 3

Study 2: Means, Standard Deviations, and Intercorrelation Matrix 

	Variables
	1
	2
	3
	4
	5
	6
	7
	8
	9
	10
	11
	12
	13
	14
	15
	16
	17
	18
	19
	20
	21
	22
	23

	Level 3: Regional Directors
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	1. OI
	(.90)
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	2. Charismatic leadership
	.15
	(.88)
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	3. Span of control
	-.03
	-.29
	_a
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	4. Customer-oriented training with BU managers
	.21
	.02
	.27
	(.74)
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Level 2: BU Managers
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	5. OI
	.12
	.14
	.33
	-.09
	(.90)
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	6. Identification with the BU 
	.03
	.02
	.14
	-.03
	.25
	(.81)
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	7. Charismatic leadership
	.04
	.07
	.18
	-.03
	.34
	.38
	(.90)
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	8. Span of control
	.03
	-.00
	.27
	.01
	-.05
	.19
	-.09
	_a
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	9. Customer-oriented training with customer-contact employees
	.06
	-.03
	-.07
	-.05
	.09
	.21
	.32
	-.02
	(.87)
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	10. Dyadic tenure with directors
	.02
	-.32
	.16
	.07
	.13
	.06
	.05
	-.05
	.08
	_a
	
	
	
	
	
	
	
	
	
	
	
	
	

	11. Sales empathy
	.12
	.01
	-.04
	.03
	.11
	.29
	.47
	.01
	.23
	.04
	(.84)
	
	
	
	
	
	
	
	
	
	
	
	

	12. Customer orientation
	.09
	.09
	-.07
	.05
	.21
	.30
	.52
	.00
	.37
	.04
	.44
	(.74)
	
	
	
	
	
	
	
	
	
	
	

	13. Tenure
	-.14
	-.07
	.11
	-.01
	.01
	.02
	.06
	.20
	.07
	.12
	.02
	.05
	_a
	
	
	
	
	
	
	
	
	
	

	14. Objective BU performance
	.08
	.10
	-.24
	.05
	.16
	.04
	.04
	-.10
	.09
	.15
	.01
	.09
	-.01
	_a
	
	
	
	
	
	
	
	
	

	Level 1: Customer-Contact Employees
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	15. OI
	.10
	.17
	-.19
	-.02
	.25
	.05
	.10
	-.06
	.08
	.04
	.07
	.15
	-.09
	.12
	(.93)
	
	
	
	
	
	
	
	

	16. Identification with the BU 
	.01
	.00
	-.03
	.02
	.03
	.03
	.06
	-.08
	.03
	-.00
	.03
	.04
	-.03
	.03
	.41
	(.85)
	
	
	
	
	
	
	

	17. Dyadic tenure with BU managers
	-.09
	-.05
	.05
	-.02
	-.08
	-.04
	-.08
	.06
	-.04
	.10
	.03
	-.02
	.32
	.01
	.00
	.15
	_a
	
	
	
	
	
	

	18. Organizational commitment
	.03
	.02
	-.02
	-.06
	.06
	.04
	.04
	-.07
	.01
	-.00
	.03
	.00
	.04
	.07
	.33
	.60
	.21
	(.89)
	
	
	
	
	

	19. Job satisfaction
	.01
	.04
	-.03
	-.03
	.07
	-.01
	.01
	-.06
	.03
	-.02
	-.01
	-.03
	-.04
	.05
	.27
	.45
	.03
	.59
	(.74)
	
	
	
	

	20. Sales empathy
	.00
	-.01
	.02
	-.01
	.01
	-.03
	.09
	.01
	.00
	-.02
	.04
	.04
	.03
	.01
	.23
	.30
	.11
	.21
	.13
	(.82)
	
	
	

	21. Customer orientation
	.03
	-.01
	-.04
	.00
	.05
	-.01
	.09
	-.03
	.03
	-.02
	.05
	.12
	-.04
	.08
	.15
	.23
	.01
	.12
	.16
	.40
	(.85)
	
	

	22. Tenure
	-.05
	.01
	-.02
	-.04
	-.06
	-.07
	-.11
	.08
	-.03
	-.02
	.11
	-.05
	.04
	.06
	.09
	.16
	.75
	.24
	.05
	.13
	.02
	_a
	

	23. Subjective performance
	.08
	-.01
	.01
	.05
	.03
	.07
	.08
	.04
	.05
	-.01
	.07
	.06
	.05
	.05
	.18
	.18
	.13
	.05
	-.03
	.26
	.00
	.13
	(.94)

	M
	5.41
	5.73
	54.3
	5.22
	4.64
	6.46
	5.36
	4.94
	5.55
	4.63
	5.41
	5.72
	13.2
	509,762
	4.02
	5.92
	5.24
	5.51
	5.77
	4.98
	6.46
	6.65
	3.47

	SD
	1.17
	.61
	28.2
	1.00
	1.24
	.71
	.84
	2.65
	1.22
	2.23
	.95
	.84
	8.41
	163,744
	1.44
	.97
	4.33
	1.39
	1.07
	.88
	.58
	6.28
	1.51

	Average variance extracted
	_
	_
	_
	_
	.61
	.51
	.57
	_
	.73
	_
	.66
	.43
	_
	_
	.67
	.51
	_
	.74
	.54
	.61
	.54
	_
	.84

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	


|r| ≥ .07  significant at p < .05 (two-tailed).

|r |≥ .09  significant at p < .01 (two-tailed).

aConstructs are measured by a single item.

Notes: BU = business unit. Correlations based on scores disaggregated per employee are below the diagonal (customer-contact employees: n = 1005), and Cronbach’s (1951) internal consistency reliability coefficients appear on the diagonal. We measured tenure and dyadic tenure in years. Objective business unit performance is annual sales per employee, in Euros. Average variance extracted was not calculated for regional directors’ variables because of small sample size.

TABLE 4

 Study 2: HLM Results 

Business Unit Manager–Customer-Contact Employees Interface
	Variable
	Models

	
	H1 (Simple Effects Only)

L1: EOIij = β0j + β1j(ETOIij) + β2j(ECOij) + β3j(EMDTij) + rij
L2: β0j  = γ00 + γ01(MSPANj) + γ02(MTRAINj) + γ03(MOIj) 
      + γ04(MCHAj) + u0j
L2: β1j = γ10 

L2: β2j = γ20 

L2: β3j = γ30 
	
	H3 (with Interactions)

L1: EOIij = β0j + β1j(ETOIij) + β2j(ECOij) + β3j(EMDTij) + rij
L2: β0j = γ00 + γ01(MSPANj) + γ02(MTRAINj) + γ03(MOIj) 
      + γ04(MCHAj) + γ05(MOIj*MCHAj) + u0j
L2: β1j = γ10 

L2: β2j = γ20 

L2: β3j = γ30 + γ31(MOIj) + γ32(MCHAj) + γ33(MOIj*MCHAj)

	
	γ
	SE
	
	γ
	SE

	Intercept (γ00)
	3.99**
	.05
	
	4.00**
	.05

	Control
	
	
	
	
	

	ETOI (γ10)
	.57**
	.04
	
	.57**
	.04

	ECO (γ20)
	.06
	.04
	
	.06*
	.04

	MSPAN (γ01)
	-.02
	.05
	
	-.03
	.65

	MTRAIN (γ02)
	-.05
	.05
	
	.08
	.05

	Simple Effects
	
	
	
	
	

	MOI (γ03)
	.38**
	.05
	
	.36**
	.05

	MCHA (γ04)
	-.05
	.05
	
	-.02
	.05

	EMDT (γ30)
	-.05
	.04
	
	-.05
	.04

	Within-Level Interaction
	
	
	
	
	

	MOI × MCHA (γ05)
	_
	 _
	
	.17**
	.05

	Cross-Level Interaction
	
	
	
	
	

	MOI × EMDT (γ31)
	_
	_
	
	.03
	.04

	MCHA × EMDT (γ32)
	_
	_
	
	.05
	.04

	MOI × MCHA × EMDT (γ33)
	_
	_
	
	.13**
	.04

	–2 Log-likelihood
	3281.05
	
	3263.68

	Change in fit index
	
	
	                       17.37** (d.f. = 4)

	
	
	
	


*p < .05.
**p < .01.
Notes: L1 = Level 1, L2 = Level 2, EOI = customer-contact employees’ OI, ETOI = customer-contact employees’ identification with the travel agency, ECO = customer-contact employees’ customer orientation, EMDT = Customer-contact employee–business unit manager dyadic tenure, MOI = business unit manager’s OI, MCHA = business unit manager’s charismatic leadership, MSPAN = business unit manager’s span of control, MTRAIN = business unit manager’s customer-oriented training with employees. N = 1005 (customer-contact employees) and 394 (business unit managers). We treated all slope coefficients at L1 as fixed because of insignificant between-group variance.

TABLE 5

 Study 2: HLM Results 

Regional Director–Business Unit Managers Interface
	Variable
	Models

	
	H1 (Simple Effects Only)

L1: MOIij = β0j + β1j(MTOIij) + β2j(MCOij) + β3j(MDDTij) + rij
L2: β0j  = γ00 + γ01(DSPANj) + γ02(DTRAINj) + γ03(DOIj) 
      + γ04(DCHAj) + u0j
L2: β1j = γ10 

L2: β2j = γ20 

L2: β3j = γ30 
	
	H3 (with Interactions)

L1: MOIij = β0j + β1j(MTOIij) + β2j(MCOij) + β3j(MDDTij) + rij
L2: β0j = γ00 + γ01(DSPANj) + γ02(DTRAINj) + γ03(DOIj) 
      + γ04(DCHAj) + γ05(DOIj*DCHAj) + u0j
L2: β1j = γ10 

L2: β2j = γ20 

L2: β3j = γ30 + γ31(DOIj) + γ32(DCHAj) + γ33(DOIj × DCHAj)

	
	γ
	SE
	
	γ
	SE

	Intercept (γ00)
	4.76**
	.09
	
	4.79**
	.07

	Control
	
	
	
	
	

	MTOI (γ10)
	.22**
	.08
	
	.21**
	.08

	MCO (γ20)
	.07
	.07
	
	.08
	.07

	DSPAN (γ01)
	-.24**
	.07
	
	-.25**
	.06

	DTRAIN (γ02)
	-.04
	.09
	
	.01
	.07

	Simple Effects
	
	
	
	
	

	DOI (γ03)
	.18*
	.09
	
	.23**
	.06

	DCHA (γ04)
	.11
	.10
	
	.09
	.10

	MDDT (γ30)
	.09
	.07
	
	.16**
	.05

	Within-Level Interaction
	
	
	
	
	

	DOI × DCHA (γ05)
	_
	_
	
	.02
	.08

	Cross-Level Interaction
	
	
	
	
	

	DOI × MDDT (γ31)
	_
	_
	
	.22**
	.05

	DCHA × MDDT (γ32)
	_
	_
	
	.15**
	.05

	DOI × DCHA × MDDT (γ33)
	_
	_
	
	.50**
	.12

	-2 Log-likelihood
	1247.08
	
	1235.91

	Change in fit index
	
	
	                    11.17* (d.f. = 4)

	
	
	
	


*p < .05.
**p < .01.
Notes: L1 = Level 1, L2 = Level 2, MTOI = business unit manager’s identification with the travel agency, MCO = business unit manager’s customer orientation, MCHA = business unit manager’s charismatic leadership, EMDT = customer-contact employee–business unit manager dyadic tenure, MSPAN = business unit manager’s span of control, MTRAIN = business unit manager’s customer-oriented training with employees, DOI = regional director’s OI, DCHA = regional director’s charismatic leadership, MDDT = business unit manager–regional director dyadic tenure, DSPAN = regional director’s span of control, DTRAIN =  regional director’s customer-oriented training with business unit managers. N = 394 (business unit managers) and 22 (regional directors). We treated all slope coefficients at L1 as fixed becasue of insignificant between-group variance.

TABLE 6

Hierarchical Regression Results for Subjective Customer-Contact Employee Performance
	Predictor
	H4: Customer-Contact Employees’ OI ( Subjective Customer-Contact Employee Performance

	
	Step 1
	
	Step 2

	
	Standardized β (t-Value)
	
	Standardized β (t-Value)

	Step 1
	
	
	

	Cust.-contact employee org. commitment 
	.02 (.518)
	
	-.02 (-.37)

	Cust.-contact employee job satisfaction
	-.08* (-1.97)
	
	-.09* (-2.46)

	Cust.-contact employee sales empathy
	.25** (7.96)
	
	.22** (7.14)

	Cust.-contact employee tenure
	.10** (3.19)
	
	.10** (3.21)

	Step 2
	
	
	

	Cust.-contact employees’ OI
	
	
	.15** (4.71)

	F-value
	21.66**
	
	22.14**

	R2
	.08
	
	.10

	Adjusted R2
	.076
	
	.095

	ΔR2
	
	
	.02**


*p < .05.

**p < .01.
TABLE 7

 Hierarchical Regression Results for Objective BU Performance

	Predictor
	H5a and H5b: Average Customer-Contact Employees’ OI and BU Manager’s OI ( Objective BU Performance

	
	Step 1
	
	Step 2
	
	Step 3

	
	Standardized β 

(t-Value)
	
	Standardized β

(t-Value)
	
	Standardized β 

(t-Value)

	Step 1
	
	
	
	
	

	BU org. commitment
	.01 (.16)
	
	.01 (.15)
	
	.02 (.25)

	BU job satisfaction
	.06 (.67)
	
	.05 (.65)
	
	.04 (.57)

	BU sales empathy
	-.03 (-.58)
	
	-.03 (-.57)
	
	-.02 (-.42)

	Average cust.-contact employees’ tenure
	.05 (.98)
	
	.05 (.97)
	
	.06 (1.11)

	Average cust.-contact employees’ OI
	.15*** (2.79)
	
	.15*** (2.79)
	
	.11* (1.86)

	Step 2
	
	
	
	
	

	BU manager’s sales empathy
	
	
	-.01 (-.26)
	
	-.02 (-.48)

	BU manager’s tenure
	
	
	 .00 (.07)
	
	-.01 (-.16)

	Step 3
	
	
	
	
	

	BU manager’s OI
	
	
	
	
	.13** (2.37)

	F-value
	   2.65
	
	1.89
	
	2.37**

	R2
	.033
	
	.033
	
	.047

	Adjusted R2
	.021
	
	.016
	
	.027

	ΔR2
	
	
	.000
	
	.014**


*p < .10.

**p < .05.

***p < .01.

Notes: BU: Business unit, OI: Organizational Identification.
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FIGURE 2

The Conceptual Framework of Multilevel OI Transfer 
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Notes: The italicized words show the level of analysis. Dotted, bolded arrows show the relationships that we also tested in Study 2. BU = business unit.
FIGURE 3
Study 1: Two-Way Interaction in Business Unit Manager–Customer-Contact Employee OI Transfer 
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Notes: EMDT = customer-contact employee–business unit manager dyadic tenure, and BU = business unit. Figure 3A illustrates the moderating effect of EMDT as hypothesized. Figure 3B highlights the OI transfer over time.
FIGURE 4

Study 2: Contrasts in the Three-Way Interaction in the Business Unit Manager–Customer-Contact Employee OI Transfer
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Notes: BU = business unit. 

FIGURE 5
Study 2: Three-Way Interaction in the Business Unit Manager–Customer-Contact Employee OI Transfer
5A. When BU Manager’s Charismatic Leadership Is Low

[image: image5.emf]3

3.5

4

4.5

5

Low EMDT High EMDT

Customer Contact Employee's OI

Low BU Manager's OI

High BU Manager's OI


 5B. When BU Manager’s Charismatic Leadership Is High
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Notes: BU = business unit. EMDT = cust.-contact employee-BU manager dyadic tenure. The figures were plotted to illustrate the OI transfer over time.
FIGURE 6
Study 2: Three-Way Interaction in the Regional Director–Business Unit Manager  OI Transfer
6A. When Regional Director’s Charismatic Leadership Is Low
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6B. When Regional Director’s Charismatic Leadership Is High
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Notes: BU = business unit, MDDT = manager–regional director dyadic tenure. The figures were plotted to illustrate the OI transfer over time.

Appendix A

Measurement Scales

	Scales 

	Organizational Identification (OI, all levels)

Mael and Ashforth 1992 (1 = “strongly disagree,” and 7 = “strongly agree”)

	When someone criticizes [organization’s name], it feels like a personal insult.

	I am very interested in what others think about [organization’s name].

	When I talk about [organization’s name], I usually say “we” rather than “they.”

	This organization’s successes are my successes.

	When someone praises this organization, it feels like a personal compliment.

	If a story in the media criticized [organization’s name], I would feel embarrassed.

	Charismatic Leadership (Regional Directors; BU Managers)

Conger and Kanungo 1998 (1 = “strongly disagree,” and 7 = “strongly agree”)

	I am very successful in inspiring my employees [my sales managers] for a shared vision.

	I can inspire my employees [my sales managers] even on bad days.

	In difficult times I find it easy to convey a sound optimism to my employees [my sales managers].

	I have a vision that I try achieve with creative ideas.

	I provide inspiring strategic and organizational goals. 

	I permanently create new ideas to make my travel agency [my travel agencies] ready for the future. 

	I am an entrepreneurial person and readily take opportunities.

	I recognize new opportunities in the market that may facilitate our achievement of organizational objectives. 

	I am able to motivate my employees [my sales managers] by articulating effectively the importance of what they are doing.

	I am a convincing representative to the external public.

	Span of control: Number of followers working under a leader

	Dyadic tenure: Number of years that a follower works with a leader

	Customer-Oriented Training with Subordinate Managers/Employees (Regional Directors; BU Managers) 
New Scale (1 = “strongly disagree,” and 7 = “strongly agree”), Study 2

	I intensively train my employees [my sales managers] with respect to customer oriented selling.

	I intensively train my employees [my sales managers] in customer negotiation.

	I frequently give hints and suggestions to my employees [my sales managers] with respect to customer oriented negotiation.

	Sales Empathy (BU Managers; Employees) 
Adapted from Barrett-Lennard 1981 (1 = “strongly disagree,” and 7 = “strongly agree”), Study 2

	I always sense exactly what customers want.

	I realize what customer’s mean even when they have difficulty in saying it.

	I it is easy for me to take the customer’s perspective.

	Customer Orientation (BU Managers; Employees) 
Thomas, Soutar, and Ryan 2001 (1 = “strongly disagree,” and 7 = “strongly agree”), Study 2

	I try to figure out what a customer’s needs are.

	I have the customer’s best interests in mind.

	I take a problem solving approach in selling products or services to customers.

	I recommend products or services that are best suited to solving problems.

	I try to find out which kinds of products or services would be most helpful to customers.

	Organizational Commitment (Employees) 
Allen and Meyer 1990 (1 = “strongly disagree,” and 7 = “strongly agree”), Study 2

	I would be very happy to spend the rest of my career with this travel agency.

	I feel 'emotionally attached' to this travel agency.

	I feel a strong sense of belonging to my travel agency.

	Job Satisfaction (Employees) 
Hackman and Oldham 1975 (1 = “strongly disagree,” and 7 = “strongly agree”), Study 2

	Generally speaking, I am very satisfied with this job.

	I am generally satisfied with the kind of work I do in this job.

	I frequently think of quitting this job. (reverse coded)

	Employee Performance

New Scale (1= “strongly disagree,” and 7 = “strongly agree”), Study 2

Compared with other employees … 

	I sell more travel.

	My customers are more satisfied.

	My job performance is higher.


Notes: BU: Business unit.
Appendix B
Analytical Procedures and Methodological Notes
Study 1
Analytical procedures. In Study 1, the first level of analysis includes salespeople’s OI, their dyadic tenure with their sales managers, and their objective performance. The second level of analysis is the sales manager’s OI. Consistent with previous research using HLM (e.g., Chen, Bliese, and Mathieu 2005) and moderation analysis (Aiken and West 1991), we mean-centered all measures within their respective levels by way of standardization. The estimation method chosen was full maximum likelihood because this method allowed for comparison of model fits across nested models (Raudenbush and Bryk 2002). Finally, when analyzing the single-level tests (e.g., salespeople’s performance as an outcome of their OI), we used ordinary least squares regression. 

As the first step in HLM analysis, we conducted a one-way analysis of variance with random effects to investigate whether systematic between-group variance exists in the criterion variable, customer-contact employees’ OI. This step was also equivalent to estimating a null model (i.e., an intercept-only model) in which no predictors were specified for either Level 1 or Level 2. The null model results indicated that there was significant between-group variance (χ2(33, N = 285) = 64.4, p < .00). Therefore, we were confident that the variance to be explained in the criterion variable at Level 1 required another predictor at Level 2, and we proceeded with a two-level model.
Study 2
Discriminant validity analysis. All the constructs satisfy the stringent test of discriminant validity that Fornell and Larcker (1981) suggest, in which the average variance extracted by the measuring items of a construct is greater than the shared variance between each pair of constructs (the square of the pairwise correlation). In addition, we tested discriminant validity among OI, organizational commitment, job satisfaction, identification with the travel agency, and customer orientation by conducting a series of nested chi-square analyses. The results show that constraining the correlation of any pair of these variables to one resulted in a significant increase in the chi-square statistics. At the customer-contact employee level, the change in chi-square when the correlations between OI and organizational commitment and between OI and Identification with the travel agency are constrained to one is Δχ2 (d.f. =1) = 1835.1 and 1830.9, p < .00, respectively. At the BU manager level, constraining the correlation between OI and Identification with the travel agency results in Δχ2 (d.f. = 1) = 843.9, p < .00. This result of construct validity is robust in that we measured OI and identification with the travel agency using the same scale with only a change of the target of identification from the organization to the travel agency. It provides concrete evidence that OI is distinct not only from organizational commitment but also from lower-level identification constructs, such as identification with the travel agency.
Analytical procedures. As in Study 1, we first ran three null models to justify the use of higher-level predictors. The results of the first null model for the manager–employee data set showed that customer-contact employees who worked under different managers exhibited significant between-group variance in OI (χ2(393, N = 1005) = 727, p < .00). Similarly, in the second null model for the director–manager interface, managers who worked under different directors also showed significant between-group variance in OI (χ2(21, N = 394) = 98.7, p < .00). The third null model tested a three-level model to determine whether it was possible for a third-level predictor (i.e., director level) to exert a direct impact on customer-contact employees’ OI in a bypassing manner. The results showed that this was possible (χ2(21, N = 1005) = 146.7, p < .00), but it required a mediation test. 
To test whether BU managers’ OI fully mediated the relationship of a Level-3 predictor on customer-contact employees’ OI at Level 1, we conducted a series of tests that Baron and Kenny (1986) and Mathieu and Taylor (2007) recommend, using a three-level model in HLM. The bypassing model in which we regressed employees’ OI (Level 1) on directors’ OI (Level 3) without controlling for managers’ OI (Level 2) showed that directors’ OI did not influence employees’ OI directly (γ = .16, p > .14). Furthermore, when we controlled for managers’ OI at Level 2, no Level-3 variables had any significant, direct effect on employees’ OI at Level 1. Consequently, we were confident that our cascading model (directors → sales managers, sales managers → customer-contact employees) was both parsimonious and correctly specified and ruled out the bypassing model. We proceeded with testing two 2-level models.
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� Another often-neglected theme in internal marketing is value creation for internal customers. Here we focus on leaders’ influence on followers only. We thank a reviewer for pointing this out.


�Unlike OI, organizational commitment does not reflect the cognitive element of psychological oneness, self-definitional, and self-referencing (Ashforth and Mael 1989; Brown et al. 2005; Van Knippenberg and Sleebos 2006). There exists mounting empirical evidence that OI and organizational commitment are distinct from each other (Bergami and Bagozzi 2000; Brown et al. 2005; Gautam, Van Dick, and Wagner 2004; Mael and Tetrick 1992; Van Knippenberg and Sleebos 2006). 


�The average travel agency had an annual sales of €2,126,250 (SD = €1,523,977). Seven types of store location emerged in the sample of travel agencies: large-sized city, first-class location: 3.9%; large-sized city, central part: 12.5%; large-sized city, suburb: 19.5%; medium-sized city: 12.5%; small-sized city: 46.6%; airport: .9%; and shopping mall: 3.9%. As is normally observed in the travel industry, 90% of customer-contact employees were female. However, use of gender and store locations (operationalized as dummy variables) as covariates did not exert any significant impact on the relationships we examined and thus were dropped from further analyses.


�When we controlled for organizational commitment and job satisfaction in explaining employees’ OI, the results remained essentially the same. The results of this analysis are available on request.


�The total number of directors was 22. Therefore, the interaction results for the director–manager dyads should be interpreted with caution. The interaction plot with DOI on the horizontal axis is available upon request. 





� The negative standardized coefficient of job satisfaction is due to multicollinearity between the two control variables, organizational commitment and job satisfaction, as evident by their high correlation (.59) and the high condition indices ( >10). The zero-order correlation between job satisfaction and employee performance is small and not significant, as Table 3 indicates. Removing or including job satisfaction does not change the coefficient of OI in predicting employee performance.
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