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How is Internal Marketing 
Understood?

An Examination of Stakeholder Perspective

ABSTRACT

The service industry and business-to-business companies have remained at the forefront of studies 
into internal marketing due to the close contact between employees and customers in such companies. 
Marketers and industry experts have shown particular interest to the supermarket sector over the past 
years due to the varied fluctuations in performance that have been reported. Consumers have negligible 
switching costs and the threat of substitute products is high, with little product differentiation. Therefore, 
there is the opportunity to create sustainable competitive advantage through intangible offerings. As of 
yet, there is little evidence supporting benefits of internal market orientation in the food retail industry. 
One reason for this may be the difficulty of measuring its benefits in such a context. Although the UK 
food retail industry has been extensively researched, researchers are yet to address it properly in regard 
to internal market orientation. This chapter examines it from a stakeholder perspective.

INTRODUCTION

Internal marketing, although widely practiced 
by corporations, is not properly understood, ei-
ther by firms or academics, leading to problems 
implementing such strategies in the workplace 
(Papasolomou-Doukakis, 2003; Ahmed & Rafiq, 
2003; Gounaris, 2006). This study aims to provide 

insight into how companies in the food retail 
industry can use internal marketing to create a 
competitive advantage, drawing on a stakeholder 
perspective. Marketers are constantly faced with 
the challenge of implementing effective market-
ing strategies in such difficult environments. 
In recent years, as the business environment in 
which firms operate has become increasingly 
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turbulent, organisations have been seeking new 
ways to create competitive advantage. For many 
years, adopting a strong customer-orientation 
was seen as one method of achieving this, but 
it appears that this approach to marketing is no 
longer relevant in the current environment. Ac-
cording to Bhattacharya and Korschun (2008), 
there is urgent need for new research to examine 
the impact of marketing on groups other than the 
customer, who is normally the dominant target of 
marketing activities. They outline potential areas 
for fruitful research discussed at a conference of the 
Stakeholder Marketing Consortium.1 Tradition-
ally, stakeholders are seen as mutually exclusive, 
however they instigate that all stakeholders may be 
embroiled in a network of relationships and that 
actions of a firm can have a reverberating effect on 
them all, whether directly or indirectly. Harrison 
and Freeman (1999) believe that the stakeholder 
models in the literature are not very sophisticated 
and assert that examining large stakeholder groups 
can lead to a lack of understanding about differ-
ences that exist within them. Therefore, they call 
for further, fine-grained research on individual 
stakeholder groups. This study puts the internal 
customer stakeholder group as the focus of the 
discussion and aims to provide further insight 
into the importance of internal marketing. Much 
of the existing literature and theory on the subject 
of internal marketing approaches this topic from 
the Human Resources perspective (e.g. Collins & 
Payne, 1991; Harris & Ogbonna, 2001). Wieseke et 
al., (2009) take a different perspective and discuss 
the role of internal marketing through adopting a 
social identity theory perspective. However, these 
critical streams of research have not looked at 
internal marketing from a stakeholder perspective. 
This is unfortunate as it has impeded researchers 
and practitioners from understanding how and why 
management fails to formulate effective product 
offerings that address the needs of internal mar-
keters. To partially bridge this research gap, the 
current study aims to examine internal marketers 
from a stakeholder’s perspective.

THEORETICAL FRAMEWORKS 
AND CONTEXT

While in the past, firms tended to adopt a trans-
actional approach, whereby the stockholders were 
seen as the primary stakeholder of an organisa-
tion, stakeholder theory attempts to correct this 
narrow definition of the corporation. Stakeholder 
theory argues that the purpose of a company is 
not solely to maximise shareholder wealth, and 
that a firm must change along with the context 
in which it functions (Buchholz & Rosenthal, 
2005). Stakeholder orientation is a modern 
concept to the academic and corporate literature 
and is a business philosophy that recognises the 
importance of the needs of multiple stakeholders. 
This stakeholder perspective has stemmed from 
the traditional customer perspective of the firm. 
Following a significant work by Levitt (1960), 
emphasising the importance of acknowledging 
the needs of customers, many companies have 
shifted towards adopting a customer-orientation 
approach to their strategies. Customer-orientation 
has been the subject of many influential papers 
in the last half century and is now considered 
to be a very well-researched area of marketing. 
However, it is becoming evident that this approach 
to marketing is seen as myopic by some authors 
and companies risk distorting their strategic vi-
sion by adopting such a narrow approach (Bhat-
tacharya & Korschun, 2008; Smith, Drumwright 
& Gentile, 2010). This market-oriented approach 
entails visualising the customer as the primary 
focus of marketing activities whereas stakeholder 
orientation recognises the importance of valuing 
all stakeholders. A stakeholder can be defined 
as “all of those groups and individuals that can 
affect, or are affected by, the accomplishment of 
organisational purpose” (Freeman, 2010, p46)2 and 
this definition has come to be generally the most 
well accepted among academics (Fassin, 2009), 
although Mitchell, Agle & Wood (1997) argue that, 
while it is widely used, it is not universally accepted 
among scholars. Stakeholder groups can include 
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