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Abstract  

Palestinian insurance customers are not satisfied. 55% of them changed their companies in 3 years or less. 
44% of customers are willing to switch and 30% of customers think that the perceived insurance services are 
below their expectations. Further, prior literature paid less attention to internal organizational factors 
contributing to customer satisfaction. This study is aiming to examine the impact of performance appraisal and 
internal communication on CS. and then test the mediating role of in-role performance between these 
variables. The findings revealed performance appraisal and internal communication have a direct effect on 
CS. furthermore, in-role performance plays a partial mediating role performance appraisal and internal 
communication respectively and CS. based on current study findings, insurance companies in Palestine have 
to give more attention to develop performance appraisal and internal communication to solve the current 
problems of CS. 

Keywords: Customer Satisfaction; Performance Appraisal; Internal Communication; In-Role Performance. 

 

1. Introduction 

Customer satisfaction is described as one of the most vital factors in developing and supporting the competitive position 

of an organization. Actually, it plays a key role in maintaining existing customers, gaining new ones 

and eventually inducing them to become brand loyal, in other word, it is a crucial prerequisite for a successfully 

implementation of market orientation and customer based marketing strategies.  Despite of the important role of 

customer satisfaction, the Palestinian insurance sector faces many problems in term of customer satisfaction. 55% of its 

customers are changing their insurance provider in 3 years or less. More than 44% of customers announced their 

intention to switching to other insurance company. 30 % of them think that the actual perceived insurance services are 

below the previous expectations.; and 30% of customers are totally dissatisfied (Asad, 2014). Besides, some palestinian 

scholars concluded that there is a lack of trust between insurers and customers (Quzat, 2009). And the major part of 

insurance claims are waiting courts decisions (Al-Safeer, 2013). Furthermore, the practices adopted by these companies 

led to decreasing the level of their service quality and customer satisfaction (El-Jafari et al., 2003). 

A literature review revealed that researchers have concentrated on several types of service relationships (Besieux et al., 

2012; Gutek et al., 1999), and paid less attention to internal organizational factors contributing to service quality 

(Besieux et al., 2012; Colgate & Danaher, 2000). Actually, there are several functional aspects apart of marketing area 

that affect customer satisfaction directly or indirectly.  Researchers studied the role of some managerial practices such as 

total quality management and just-in-time in enhancing the level of customer satisfaction and concluded that the role of 

these practices is very critical in achieving customer satisfaction and competitive advantage (Zhang et al., 2003). In spite 

of the vital role of the best managerial practices in creating a good level customer satisfaction, however, there are few 
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researches about the effect of human resource management (HRM) practices on customer satisfaction. In fact, a qualified 

human pool with high level of technical skills and know-how lead to achieving a better customer satisfaction, in addition, 

in prior literature a little attention has been given to understand of how HRM practices and customer satisfaction are 

related (Nishii et al., 2008). According to prior literature, HRM practices are considered as a critical part of managerial 

functions of the firm that help today’s organizations to develop the level of customer satisfaction. This can be 

accomplished by adopting and implementing its policies and processes that show the values of customer-oriented and 

creating customer- oriented employees (Deshpande et al., 1993; Slater & Narver, 1995). Furthermore, skills development 

and learning represent an important source of firm’s competitive advantage (Edmondson & Nembhard, 2009). 

Consequently, improving employees’ skills and abilities lead to the generation of higher service performance (Park et al., 

2003).  

Current study aims to examine the impact of some components of HRM practices on customer satisfaction. Specifically, 

it studies the effect of performance appraisal and internal communication on customer satisfaction. Literature review 

revealed that unlike the concept of resource based view (RBV) theory, scholars concluded that there is a debate in the 

relationship between performance appraisal and customer satisfaction. Some researchers found that there is a positive 

relationship between performance appraisal and customer satisfaction (Kumari et al., 2013). While others concluded 
that this relationship is very weak (House, 1996; Rogg et al., 2001). Consequently, the effect internal 
communication as one of HRM practices on organizational performance was studies widely. But, according to 
literature review the relation between internal communication –under the umbrella of HRM practice - and 
customer satisfaction has not been studies, and this is one of the major contributions of this paper.  

To conclude, the motivation to conduct this study are (1) the scarcity of the studies about the effect of HRM practices 

generally and performance appraisal and internal communication specifically on customer satisfaction, (2) the gap 

between theories and empirical  studies about the role performance appraisal and internal communication on customer 

satisfaction, (3) using in-role performance as a mediator in the link between performance appraisal and internal 

communication and customer satisfaction. Prior literature review revealed that in-role performance has not been used in 

this place before. Thus, present study examines the effect of performance appraisal and internal communication on 

customer satisfaction of Palestinian insurance sector through examining the mediating role of in-role performance. 

2. Literature Review and Hypotheses Development  

2.1 Customer Satisfaction (CS) 

CS is defined as the customer’s response to the differences between prior expectations and the actual performance of 

goods and services after consumption (Trasorras et al., 2009). It describes how the organizations goods and services meet 

customers expectation (Guelman et al., 2012). In other words, CS is exist when customers’ needs, wishes, and 

expectations are met (Ray et al., 2005). Customer expectations are divided into two parts. First, the desired part and it is 

referring to the characteristics the features that should be included in the service; second, the adequate part and it is 

referring to the minimum accepted level of service that customer is looking for. Actually, the area between these two 

parts is known as satisfaction zone (Naik et al., 2010; Parasuraman et al., 1994). Customers become satisfied when they 

actualized that the value of service and goods are more worthy than they have paid (Zhang et al., 2006). This study 

focuses on Palestinian insurance. Insurance as a service (Zhang et al., 2006), requires great efforts to gain and maintain 

satisfied customers. Insurance customers are building their perceptions based on external evidences to actualize the 

perceived value of the insurance policy (Khurana, 2013).  

The growing interest in CS is derived from the traditional concept of cost benefit relationship.  Actually the cost of 

acquisition new customers is higher than the cost of retention currents (Reichheld & Kenny, 1990). And this is practically 

applied in service sector. Small repairing in customer defection rate produces a significant increasing in market share and 

profits (Rust & Zahorik, 1993). It is Intuitively  argued that customer retention and customer loyalty depend on CS 

(Bitner, 1990). Statistical findings assured the importance of CS to the organization. Fully satisfied customers raise the 

revenue of the firm by 2.6 times more than those customers who are partially satisfied. Also, fully satisfied consumers 

raise the revenue of the company by 17 times more than those customers who are partially dissatisfied. Fully dissatisfied 

customers affect negatively the revenue of the company by 1.8 times more than customers who fully satisfied (Coldwell, 

2001). In addition, CS plays vital role in and insurers survival and insurance sector (Vazifehdust & Farokhian, 2013). 

2.2 Performance Appraisal  

Performance appraisal can be defined as the process of observing evaluating the performance of employee, recording the 

assessment, and providing feedback to the employee (Agbola et al., 2011). It is a periodic structured interaction between 

a employees and supervisor (annual or semi-annual), in which employees’ performance  is examined and discussed,                                                              

with a focus on clarifying employees’ strengths and weaknesses and as well as opportunities in order to develop their 

skills and performance (Deepa et al., 2014). Performance appraisal is considered as one of the major indicators of human 

resource management quality. A very well designed and realized performance appraisal provides meaningful information 
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for many human resource management practices (Aggarwal & Thakur, 2013), such as training and development, 

recruitment and selection, compensation and rewards, human resource planning and career development (Blštáková, 

2010).  

Performance appraisal represents a positive experience and contributes to the organizational welfare. It is an effective 

tool to improve performance and productivity and for developing employees, through strengthening the 

management/employee relationship and fosters commitment (Singh & Gupta, 2013). Performance appraisal enables 

employers and subordinates to clarify, communicate, and review expectations, aims, and progress in achieving 

organizational objectives  (Bacal, 2003). The optimal purpose is to improve and develop the way subordinates contribute 

to organizational objectives and job performance. Performance appraisal help employee to sustain, enhance performance 

and to overcome barriers(Dusterhoff et al., 2014). The positive consequences of adopting and applying a proper 

performance appraisal far outweigh the effort and time required to develop, apply and maintain the process. The barriers 

faced by the present day’s firms are absolutely relying on the effectiveness of their performance appraisal systems which 

ultimately play as a catalyst for Employee’s effective performance. The true goal of performance appraisal is employee’s 

development and organizational improvement. Ultimately competitive value of any organization is its human capital, 

thus organization have to develop employee competencies which should be consistent with the organizations business 

targets. This can be actualized through performance appraisal system which also acts as behavioral change tool and it can 

improve overall organizations performance (Dusterhoff et al., 2014). 

Literature review reveled that prior studies examined the relationship between performance appraisal  and CS. the 

outcomes indicated that there is a significant relationship between performance appraisal and CS (Kumari et al., 2013). 

Consequently, performance appraisal was used by many researchers as one of the HRM practices, and examined its effect 

on the performance of organization. They outcomes assured that performance appraisal is linked with organizational 

performance significantly, these studies were conducted in different sectors (Nayyab et al., 2011; Quresh et al., 2010). 

Furthermore, CS is considered as a critical factor of firm performance (O'Sullivan & McCallig, 2012; Steven et al., 

2012). But it is the first time to examine the effect of performance appraisal on CS in insurance sector and this is one of 

the contributions of the present study. Besides, literature review indicated that performance appraisal has a positive 

relationship with in-role performance (Yadav & Dabhade, 2013). Based on the above discussion, the present study 

hypothesizes that: 

H1: There is a significant positive relationship between performance appraisal and CS. 

2.3 Internal Communication  

Internal communication can be defined as the exchange of information both formal and informal between top 

management and employees within the organization. Communications are defined as systems and technology and used 

for sending and receiving messages. Communications may include newsletter, surveys, emails, circulation materials, 

suggestion boxes etc. Organizational communication emphases on connecting individual employees, groups and 

organization as a whole to facilitate realization of common interest and spontaneous cooperation     (Balakrishnan & 

Masthan, 2013). Furthermore, 0rganisational communication is instrumental in facilitating supportive employees. 

Organizations are first and foremost communicating entities (Ridder, 2004).  

The importance of internal communication is directly related daily work flow, the accuracy of instructions or the 

feedback about an employee performance. The management can enhance the employee commitment and involvement to 

organization by improving the quality of communication (Balakrishnan & Masthan, 2013). Internal communication 

represents the main process happening within a company; it is considered as the bridge of value creation for the 

customer. In the domination of the era of information, critical organization resources are knowledge and relations among 

employees. Managing a modern firms requires  collecting accurate information and processing them a distinguished 

personnel creativity and intellect, in a way that produces  a value for the customers  (Quirke, 2012). Internal 

communication must be seen as professional interactions between persons who have common interest in organization. In 

other words, it empowers the living of firm values, strategy and personality and has a vital role to in building the 

competitive advantage the firm. For that reason it should not be identified only with information flow, but also 

leadership, behavior and culture must be taken into consideration as well (Michael, 2003). Scholars highlighted four 

major domains of internal communication: (1) business communication (focuses on employees’ communication skills; 

(2)� management communication (concerns with management skills and communications capabilities); (3) corporate 

communication (focuses on formal communication) and (4) organizational communication (addressing more 

philosophical and theoretically oriented issues). In the opinion of that author, integrated internal communication consists 

of all formal and informal communication acts that take place on all levels of the organization (Kalla, 2005). 

In addition, several studies examined the impact of set of HRM practices including internal communication on 

organizational performance in insurance sector (Loo & Beh, 2013) and other sectors (Hoque, 1999; Theriou & 

Chatzoglou, 2009). The results of studies revealed that internal communication has a positive relationship with firm 

performance (Erdil & Gunsel, 2007; Gurbuz & Mert, 2011). And CS is very important for firm performance (Steven et 
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al., 2012). According to literature review, all of previous studies which examined the effect of HRM practices on CS did 

not use internal communication as one of these practices. So, the present study contributes to the existing knowledge by 

examining the impact of internal communication on CS. furthermore, internal communication has a positive relationship 

with in-role performance (Wieseke et al., 2009). 

Based on the previous discussion the present study hypothesizes that: 

H2: There is a significant positive relationship between internal communication and CS. 

2.3  In-role Performance  

Employees’ performance acts a critical role in the success of an organization’s brand. Also, it is the reason behind   its 

failure (Wallace & De Chernatony, 2009). The is because of the role of employee’s’ behaviors in achieving 

organizational objectives (Liao & Chuang, 2004). Employees’ performance describes how employee acts to actualize the 

goals that determined by the leaders of the firm (Abdullah & Rashid, 2013). Service employees execute a strategic role. 

They translate customer orientation philosophy into facts through service creating, delivering and communicating 

(Gountas et al., 2014). Usually, employees represent the first contact point with customers; thus, the attitude of customer 

is formulated after this interaction (Hunt & Davis, 2012). In other words, employee performance can be viewed as a 

mediator between the employment process  and CS, and it has a significant effect on the perceptions of customers 

(Nguyen & Leclerc, 2011). Employees’ performance has been studied by using several dimensions such as extra-role and 

in-role performance, this study uses in-role performance as a mediator between performance appraisal and internal 

communication in one hand and CS on the other hand. A mediator can be used to explain how and why the independent 

variable impacts the dependent variable. A variable plays a mediating role if it meets three conditions: 

i) Variations in levels of the independent variable significantly account for variations in the mediator; 

ii) Variations in the mediator significantly account for variations in the dependent variable; and  

iii) When the conditions 1 and 2 above are controlled, a previously significant relation between the independent and 

dependent variables is no longer significant (Baron & Kenny, 1986). 

In-role is referring to behaviors that are consistent with employee formal job descriptions (Varela & Landis, 2010). It is 

can be described as the formal activities and requirements that the employee is expected to fulfill and it contributes 

indirectly or directly to the technical core of the organization (Wu et al., 2012). So, it is a compulsory requirement for the 

employees to get the compensation and any other benefits from the organization (Chen et al., 2014). According to 

literature review, in-role performance impacts CS, many studies revealed that in-role performance has a positive 

relationship with CS (Bakker & Heuven, 2006; Li et al., 2016).  

Similarly, performance appraisal and internal communication affect in-role performance, several studies concluded that 

performance appraisal affects in-role performance positively (Khan et al., 2013). Along the same line internal 

communication has a positive relationship with in-role performance (Nehmeh, 2009) 

Based on the above discussion this study hypothesizes the following: 

H3: In-role performance mediates the relationship between performance appraisal and CS. 

H4: In-role performance mediates the relationship between internal communication and CS. 

3.   Research Methodology and Framework: 

3.1 Theoretical Framework 

The previous discussion illustrated the literature review and the hypotheses of this study. Further, the proposed 

framework is shown in Fig.1. Bellow: 
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Fig.1: Theoretical Framework 

3.2 Research Methodology  

Survey questionnaire attached with a cover letter had been personally distributed to the insurance employees who are 

dealing customers directly. We chose these employees as a unit of analysis for this study because they are knowledgeable 

about the CS and we followed the same methodology of several previous studies (Cantarello et al., 2012; Rogg et al., 

2001). A total of 358 questionnaires were distributed in April to June 2015.. Consequently, a total of 258 completed 

questionnaires, with a response rate of 75.1%, were used to conduct data analysis. For the purpose of testing response 

bias, we perform t-test for early and late response as suggested by (Armstrong & Overton, 1977). No statically significant 

differences were found in the mean score on the performance appraisal, internal communication, in-role performance, 

and CS between the early and late respondents. 

3.3 Variables Measurements 

This study is based on the conceptual framework that clarified in Figure 1 above.  Performance appraisal  was measured 

with 4 items scale, which was developed by (Brown & Heywood, 2005). Participants used a five point likert scale to 

respond to each item of scale [1 (strongly disagree), 2 (disagree), 3 (neutral), 4 (agree), 5 (strongly agree)]. Samples of 

items included “The organization uses flexible performance standards” and “Our managers/supervisors regularly discuss 

with employees their individual performance”. Furthermore, internal communication was examined with 5 items scale, 

which was developed by (Ulrich, 1997),. Ulrich, 1997)},. Participants used a five point likert scale to respond to each 

item of scale [1 (strongly disagree), 2 (disagree), 3 (neutral), 4 (agree), 5 (strongly agree)]. Samples of items included 

“There are consistency and clarity of messages from top management and HR department” and “Employees provide 

suggestions for improvement”. In-role  performance (mediator) was measured by using the items adopted from Tjosvold and 
Yu, Respondents were asked to choose their preference from a five point Likert scale ranging from 1 (strongly disagree) to 5 
(strongly agree) (Tjosvold & Yu, 2004). Customer Satisfaction was assessed by already developed 5 items scale, which was 

based on (Zhang et al., 2003; Zhang et al., 2006). Participants responded to each item of scale by using a five-point likert 

scale [1 (strongly disagree), 2 (disagree), 3 (neutral), 4 (agree), 5 (strongly agree)]. Examples of items included “We have 

high customer retention rate (customers keep doing business with us)” and “Customers perceive their money’s worth 

when the purchase our services”. 

4.   Data Analysis and Research Results 

For analyzing collected data purposes, we used SmartPLS 2. Table 1 shows outer convergent validity statistics for all 

items with respect to its variables. All factor loading of the research measurements exceed the cut-off 0.70which reflect 

the consistency between construct items (Hair et al., 2010). Consequently , reliability test of the present study was 

confirmed as all value of composite reliability exceed the recommended cut-off 0.70 and ranges between 0.905 to 0.970 

as presented in Table 1. In addition, the recommended standard value of average variance extracted (AVE) was found to 

be greater than 0.50, in order to ensure that the latent variable has the ability to explain more than half of the variance of 

its indicator on average (Fornell & Bookstein, 1982). Latent variable correlation which examining the correlations 
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between the measures of potentially overlapping constructs appear in Table 2. The table clearly shows that the values of 

all square root of AVE (Bold values) exceed the correlation with other constructs (elements in the rows and columns), 

which manifest the discriminant validity of this study 

Table 1: Outer Model, Convergent Validity and Composite Reliability 

Construct Items Loading CR AVE 

CS 

Customers are satisfied with the service quality. 
0.903 

 

0.956 0.785 

Customers are satisfied with service features. 
0.917 

 

Customers are loyal. 0.881 

Customers refer new customers to purchase. 
0.842 

 

Customers feel we offer high value services. 
0.918 

 

Customers perceive the value of their money 
0.851 

 

PA The organization uses flexible performance standards 0.846 0.915 0.729 

 

Our managers/supervisors regularly discuss with employees 

their individual 

Performance 

0.870   

 
Pay rise, promotions, training and development, and other 

rewards are very closely linked to performance appraisal. 
0.849   

 
Employees in this organization greatly participate in goal-

setting and appraisal 
0.849   

IC There are consistency and clarity of messages from top management 

and HR department. 
0.765 

0.905 0.657 

Employees provide suggestions for improvement. 0.828   

I am satisfied with the speed and effectiveness of responses to 

employee complaints. 
0.863 

  

 I am satisfied with the percentage of suggestions of employees that 

were implemented. 
0.860 

  

 HR department works as a mediator between employees and 

management. 
0.728 

  

In-Role I achieve Job objectives 0.887 0.970 0.786 

I meet criteria for performance. 
0.870 

 

  

I demonstrate expertise in all job-related tasks. 
0.910 

 

  

I fulfill all job requirements 
0.898 

 

  

 I manage more responsibility than assigned. 0.865   

 I appear suitable for a higher level role. 
0.857 

 

  

 I am competent in all areas of the job. 
0.904 

 

  

 I perform well and do tasks as expected. 
0.901 

 

  

 I plan and organizes to achieve objectives of the job and meet 

deadlines. 

0.883 
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Table 2: Discriminant Validity- Square Root of AVE 

Constructs CS IC In-role PA 

CS 0.886       

IC 0.596 0.808     

In-role 0.591 0.467 0.886   

PA 0.476 0.766 0.347 0.853 

After assuring the reliability and validity of the measurement of the present study, we executed the bootstrapping approach for 
hypotheses testing purposes. Path coefficient of direct hypotheses of this study is illustrated in Table 3. The first group of 

research hypotheses (H1-H2) hypothesized that performance appraisal and internal communication are positively 

associated with CS. The path coefficient from performance appraisal to CS (H1) was accepted as the p-value is less than 

0.05. In particular, (P = 0.000). This concludes that performance appraisal has a direct effect on CS of Palestinian 

insurance sector. Furthermore, this result was inconsistent with other scholars such as (Kumari et al., 2013; Loo & Beh, 

2013). Consequently, the path coefficient from internal communication to CS (H2) was accepted as the p-value is less 

than 0.05. In particular, (P = 0.000). This concludes that internal communication has a direct effect on CS of Palestinian 

insurance sector. Even though no prior studies on internal communication, and CS exists, the present result is consistent 

with past works that reported a direct and positive link between internal communication and firm performance (Gurbuz & 

Mert, 2011; Loo & Beh, 2013). 

Table 3: Path Coefficient of the Research Hypotheses 

Relationships Std. Beta Std. Error t-value P-value Decision 

Performance Appraisal  CS 0.258 0.087 4.358 0.000 accepted 

Internal Communication  CS 0.363 0.089 4.118 0.000 accepted 

Significant at P* <0.01 

Consequently, the second group of hypotheses (indirect hypotheses) refer to (H3, H4) are illustrated in Table 4, and 

Table 6. Bootstrapping was run to examine the mediating role of in-role performance between performance appraisal and CS (H3) 

and between internal communication and CS (H4). 

Table 4: Mediating Role of In-Role Performance between Performance Appraisal and CS 

Relationships Std. Beta Std. Error t-value P-value Decision 

PA  in-role (Path a) 0.580 0.060 5.811 0.000 Accepted  

In-role  CS (Path b) 0372 0.068 4.656 0.000 Accepted  

IC  CS (Path c`) 0.353 0.071 5.005 0.000 Accepted  

Significant at P* <0.01 

As shown in Table 4 above, the three conditions of mediating have been met. Thus, it can be concluded that in-role 

performance mediates the relationship between performance appraisal and CS at t-value > 1.96. To estimate the 

magnitude of the indirect effect of performance appraisal on CS through in-role performance, VAF calculations were 

used and the results are illustrated in Table 5. 
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Table 5: Results of the Indirect Relationship between PA and CS through In-Role Performance            

(Bootstrapped Confidence Interval) 

Path a Path b Indirect 

Effect 
Std.Err t-value p-value VAF Result 

0.580 

 

0.372 0.179 0.040 4.492 0.000 

 

37% Partial 

Mediation 

Based on the value of VAF at Table, in-role performance mediates the link between PA and CS partially. 

Consequently, it can be concluded that in-role performance mediates the relationship between internal communication 

and CS. at t-value > 1.96 as illustrated in Table6 below: 

Table 6: Mediating Role of In-Role Performance between CP and CS 

Relationships  Std. Beta Std. Error t-value P-value Decision 

IC  In-role (Path a) 0.469 0.059 6.672 0.000 Accepted 

In-role  CS (Path b) 

 

0.398 0.066 6.672 0.000 Accepted 

IC  CS (Path c`) 0.409 0.059 6.923 0.000 

 

Accepted 

Significant at P* <0.01 

To estimate the magnitude of the indirect effect of internal communication on CS through in-role performance, VAF 

calculations were used and the results are illustrated in Table 7. 

Table 7: Results of the Indirect Relationship between RS and CS through In-Role Performance                 

(Bootstrapped Confidence Interval) 

Path a Path b Indirect 

Effect 
Std.Err t-value p-value VAF Result 

0.469 

 

0.398 0.187 0.039 4.780 0.000 

 

22% Partial 

Mediation 

Based on the value of VAF at Table, in-role performance mediates the link between IC and CS partially.  

As mentioned earlier, deploying in-role performance in this place represents the main contribution of this paper. This 

relationship has not been examined in prior studies according to literature review. It is worthy to mention that, the results 

of testing the mediating role of in-role performance are in consistent with prior researches. In different words, 

performance appraisal and internal communication have a positive effect on in-role performance (Khan et al., 2013; Loo 

& Beh, 2013), and in-role performance impacts CS positively (Namasivayam et al., 2014). 

5.   Discussion and Conclusion 

The findings of this paper were achieved based on the analysis of empirical gathered data. It clarify that effective 

performance appraisal and internal communications not only can establish an effective in-role performance but can also 

enhance directly and indirectly the optimal organizational objective which is representing in actualizing a better level of 

CS. The goal of this study was to discuss the concept of performance appraisal and internal communication in the context 

of CS and this relationship is also mediated by in-role performance of insurance companies in Palestine. Performance 

appraisal and internal communication have extremely important effect on the functionality of in-role performance. So, 

based on the above discussion, it can be concluded that performance appraisal and internal communication can contribute 

significantly in improving in-role performance of employees which can help in attaining a superior level of CS.  
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Performance appraisal evaluates the current and previous employee performance based on the some predetermined 

standards and providing feedback on evaluated employee. Performance appraisal formulates a noteworthy impact on the 

satisfaction of customers. A well-performed performance appraisal helps in achieving firm objectives, and one of these 

objectives is CS. A good performance appraisal helps both employees and management to communicate and understand 

the expectation of the goals and processes. Manger’s feedback allows employee to know the employee weaknesses and 

work to improve and develop the employee performance. This path was hypothesized through the first hypothesis of this 

study: there is a significant positive relationship between performance appraisal and CS. The coefficient on this path was 

accepted at (P = 0.000). 

Along the same line, the second hypothesis hypothesized that there is a significant positive relationship between internal 

communication and CS. The path coefficient of this link was accepted at (p = 0.000). This finding revealed that internal 

communication affects CS directly. In spite of there is no previous studies examined the effect of  internal 

communication on CS, the present study result is consistent with past researches that reported a direct and positive link 

between internal communication and firm performance (Gurbuz & Mert, 2011; Loo & Beh, 2013). Internal 

communication allows employees to understand what their organization expects of them to reach the organizational goals 

(Kothari et al., 2014), and CS is a critical organizational objective.  

Furthermore, this study hypothesized that in-role performance mediates the relationship between performance appraisal 

and internal communication respectively and CS (H3, H4). This is the major contribution of this study. Since, according 

to prior literature review no previous studies used in-role performance in this place. The findings of this paper revealed 

that in-role performance plays a partial mediating role between these variables. In other words, performance appraisal 

and internal communication are considered as critical keys to enhance organizational commitment, employee’s job 

satisfaction and employee’s in-role and extra-role performance(Shen, 2010). Through a good adopting of performance 

appraisal and internal communication by Palestinian insurance sector, in-role performance of insurance employees will 

be improved. On the other hand, having an effective in-role performance enables the organization to gain a better CS. 

based on the discussion above, insurance companies in Palestine have to adopt and developed performance appraisal and 

internal communication to solve the current CS problems.  

6.   Recommendations for Future Research:  

Despite the contributions of the present research, this study does leave scope for further improvement. There are several 

recommendations that can be examined and implemented for future research: in other words, other variables can be 

employed as a mediator in order to increase our more understanding regarding the association between performance 

appraisal and internal communication and CS. For example, future research can be done to examine the effect of 

performance appraisal and internal communication on CS through the mediating role different variables:  

● Extra-role performance  

● Employee’s motivation  

● Employee’s loyalty  
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