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Introduction

The internal marketing (IM) concept was first proposed in the mid 1970s
as a wav of achieving consistent service qualitya major problem in the
services area. Its basic premise was fo have satisfied customers. the firm
must also have satisfied emplovees and that this could be best achieved by
treating emplovees as customers. Le. by applying the principles of mat-
keting to iob design and emplovee motivation. Since then. the concept
has seen a number of major developments and its application is no longer

confined to the services area. It has been shown thar any type or organl-
tiol can use IM to facilitate the implementation of its externalz?u?n can use IM to facilitate the implement??on of its external market-

sstrategy or any other oreanizationaling Strategy or any Oulle organizational strategles. However, despite
nearly 25 years of development, the concept has not achieved the wide-
spread recoenition amongst mansers that It deserves. ne malor reasonnoers
for this. we believe, Is that the concepl Was well ahead of its time.wal

The ma

Internal marketing requires:

the aceeptance of marketing techniques and philosophy;
customer orientation/market orientation:

participative approach to management,
strategic approach to human resource management (HRM)

ensule the alignment of HRM strategy with organizational
strategy
the co-ordination of all management activity t? achieve customer

customer/market-focused management.

Marketing and the marketing philosophy came into prominence in the
960s. vet it waS not until the 1980s that it became widely accepted.

practised and seen by most organizations as indispensable. Similarly.

980s. andparticipative management ganed wide acceptance in the 198Us, and themallad
990s saw the emergence of the etratecic anproach to HRM The need tostrategic approach

align human resources to e organizational strategy Is widely accepted

and. more recently, the need to focus organization?l resources towards

.

.

market orientation ol

the









































Models or internal marketing: how interfial marketing works

can he reuced by training employees appropriately against the criteria
used in the selection of employees

19

reduced

Linking service quality and customer satisfaction

The basic thrust of the service quality literature Is that service quality
leads to increased customer. satisfaction. This Is supported by a consider-mcreased
able amount of empirical evidence for the proposition that service quality

antecedent of customer satisfaction in services The effects of lovalty

include lower price sensitivitv. reduced costs Of attractine new customers
result or worG-of-mouth promoton, higher reputation of the firmword-of mauth nramation higher renutation of the

Churchill
and Suprenant found that perceived service quality directly affected satis-
faction for durables. Oliver and Desarbo also perceived service quality

had direct impact on satisfaction

and reduced impact ol competitor's activities, For instance,

Customer satisfaction, customer loyalty and
profitability

In Berry's and Gr?nrons models. there is little discussion of how custo-
mer satisfaction leads 10 profitability, However. the link between custo-
mer satisfaction and profitability has been proposed by a number of
researchers?. For Heskett et al.. customer satisfaction operates Via cus-UIa
tomer loyalty through to profitabilitv.-Other authors have simply pro-
posed a direct link berween satisfaction and profitability. Empirically.weell
the rerail banking sector. Hallowell has shown that there were positive

relationshins between customer satisfaction and loyalty and between loy-
conclusive evidence tor the

The costs of implementing service quality are not usually discussed
the IM literature. In lact, the link hefween customer satisfaction andfact,
profitability is likely to display diminishing returns. That 1s. increasing

atfer
point. which suseests that there exists an optimal level or satisfaction thatsugeests
the firm shoul he aiming for.id

show

alty and profitability, but did not find-ADy
tisfaction-loyalty-profitability hypothesis.

investments in customer satisfaction will Jead to decreasing returns

Developing a researchable
internal marketing model

Whilst the model presented in Figure 2? shows how IM works.
complex. Figure 2.4 restates the relationships in the model

too
more































































































































Internal Marketing

time, the greater is the interaction between the customer and the
contact employee, AS d consequence, high contact services increase
the uncertainty in the delivery process and. hence, the need for
empowerment varies directly with the contact time between the
Service provider and the customer.
Importance of service recovery. The degree of importance placed
rapid service recoverv. The greater the need to recover service
quickly, the greater the need tO empower employees to take reme-
dial action.
Complexiy of customer relationship with the organization, This
refers to the exten to which transactions are part ol an onvoing

multi-faceted relationshin rather than simple transactions. The
longer the relationship and the greater the multi-faceted nature
of the relationship. the greater is the complexity of the relationship
compare with Bowen and Lawler's 'tie to the customer' contin-

gency). The greater the complexity of the relationshin. the greater
is the need to empower employees. Key accounl managers may bemanaoers
@ppointed where the particular relationshins afe complex and

orderfinancially important ?n order to manage the relationship,

10 Opportunities for interactve marketing The extent to which oppor-
tunities exisl for selline additional services To customers to meet
their wider needs The greater the exlenl
acive marketing, the greater ie the needmarketing.
take advantage of the opportunities.

The schema above
delivery process classification schema The varlables in Silvsetro et a.variables in
Schema are equipment versus people focus. customer contact time. deuree
of customization. degree of discretion, value added by front office activ-
ities versus value added by back office activities. and product versus
process focus

Silvestro et al.'s equipment versus people focus variable is incornorated
under the technology variable in ouf schema. The discretion of cmpow-
erment variable s excluded. as it is an outcome in our model and nor an
input variable as it is in the Silvestro et al. schema. Customization
excluded under the task complexity dimension, since it would involvesince

already appears under the customer needs com-
also excluded becanse task variety. creativity and

complexity are determined t0 ? large extent by the degree of customiza-
variation that employees ate asked 10 perform. The business strategy Variable

has also been excluded as its implementation should be reflected in all
the variables that make un task complexity. Its inclusion would. there-
fore, involve double counting. The other variables in our schema are
included as ? result ol the previous discussion on empowerment.

by the customer in.receiving the service. The greater the contact

opportunities forintel-
cmpower emplovees

als" six-point servicepartiv hased on Silvestro

underdouble counting,
plexity dimension.











































































































































































1167.Innovation and internal marketind

Every individual within a company has the important task (and also
the responsibility) in the creation Of innovation. Management hasthe
provide the conditions for onenness to all stakeholders and viewpoints.

conditions"hese conditions take shape in mally different ways: n leadership style.
structuring or the organization. communication. strategy and eulture for
innovation.

Exhibit 7.2. B&0: values for quality
and consistency

B&O has managed to instil a distinct B&0 personality by
directing its efforts to make its employees its brand ambas-
sadors. According to B&0's communications controller
Lorian Coutts, this has been in place since the company
was founded some 30 years ago. Curtent management's
task is to ensure that this continues. 'They have seen in theensure
past what works and know a good thing when they see it.
That includes its well-publicized "over-50s" hiring policy.
aand using staff in all its advertising

B&0's over-50 policy came about from helief that its cus-
tomers would feel more comfortable if they could talk to
someone who has hung a door, not just to some spotty
vouth with little experience of DIY.

Each morning B&0 runs 'energize' sessions, which are
workdesigned to encourae staff to Work together and voice

their opinions on how to run the store. Ar the heart of the
way B&O ruins its business is its 'purpose and values state-

ment', which comprises a set of five values. This values set
eschews the corporate speak of many mission statements,
opting instead for simplicitv. The values that B&0 wants its
employees,to adopt and work toward were formed through

the product of staff liaison, and are:

# a down-to-earth approach;
respect forpect for people;
being customer driven;

I being positive: and
striving to dn better.

An

to

(continued)
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PERVAIZ K. AHMED
& MOHAMMED RAFIOINTERNAL MARKETING

Internal Marketing is a clear-siahted overview ot a complex and far-reaching

subject. It provides a succinct outline of the most recent thinking and practice

the area, as well as offering an appreciation of the diverse ramifications of sound

internal marketing strategy.

The text beains by defining what internal marketing is and how it can work. and from
this foundation:

Outlines state-of-the-art thinking and practice

Demonstrates how internal marketing can be used to facilitate such diverse
strategies as TQM. New Product Development and Knowledge Management

Hiahlights the techniques managers need to understand in order to use internal
marketing effectively within their organizations

The book contains a wide range of international examples and best practice cases
ARCOfrom companies such as Pear Assurance, Sears, ARCO, Avdlotte & Cartwright InC..ASSLurrance

Barclays. Barnardo's. First Union and Thomas Cook. These place the theorv in
firmly practical context and demonstrate cases of best practice within a varietv ot
industries

Sears

Throughout, the emphasis is on communicating the principles that have made

internal marketing such a potent force within leading corporations and the tools

thamake it happen.
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