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Abstract

There is an increasing interest in research on internal marketing in the marketing services literature. This has arisen largely from the suggestion that internal marketing contributes to services companies’ success through its role in developing customer orientation among employees, leading to a consistently high level of customer service quality. Most research on internal marketing has however been conducted in large firms and consequently research in this field in small firms is scarce. Specifically, research on internal marketing in small insurance brokers has been limited despite the significance of the insurance sector to the UK economy as a source of both employment and income. The literature review concludes that small insurance brokers are being squeezed out of the market due to the challenging nature of the insurance market. This thesis investigates the understanding and use of internal marketing in small insurance brokers in the UK and its role in developing customer orientation among employees. A qualitative research approach was used to collect data from managers and employees within small insurance brokers in the UK. More specifically, a series of semi-structured interviews was conducted to find out how the terms internal marketing and customer orientation were understood and to explore internal marketing activities and the extent to which it has been used to develop customer orientation among employees. 
This research contributes to knowledge on internal marketing by identifying: the impact of broker size on the formality of its application; the differences between employees and managers with respect to their understanding of the term; the differences between commercial and personal-insurance with regard to their awareness of the role of internal marketing in developing customer orientation among employees; and the impact of an external factor (the FSA) on the manner of its adoption. The research findings indicated: that there is a lack of understanding of the concept of internal marketing within small insurance brokers; that it is used informally, except for employee training which has been introduced to satisfy the FSA regulations; that there are some linkages between the elements of internal marketing; and that small insurance brokers lack awareness of its role in developing customer orientation among employees. 
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Chapter one

Introduction
1. Introduction
The premise of this thesis is to seek an understanding of the nature of internal marketing within small insurance brokers in the UK. More specifically, this research is concerned with exploring the understanding and implementation of internal marketing within small insurance brokers in the UK and its role in developing customer orientation among employees.

The aim of this chapter is to present an outline of the research which is to be discussed over the next seven chapters. This introduction begins by presenting the importance of the study. Also, the aims of the investigation will be highlighted. This is followed by an overview of the research methodology and a brief explanation of the research structure. 
1.1. The importance of the research

Internal marketing first emerged in the services marketing literature and later in other domains such as service management and relationship marketing (Voima, 2000). Grönroos (1998) outlined three basic sub-processes and purposes of service marketing; external, interactive and internal marketing. First, external marketing entails giving promises to customers that are accepted by them. Second, interactive marketing concerns keeping promises that have been given to customers so that they are satisfied with the perceived service quality. Finally, internal marketing involves enabling promises by preparing employees to keep them. Internal marketing can be considered as a mechanism for enabling the delivery of promises to customers by external marketing (Zeithaml and Bitner, 2000). 
The concept of internal marketing emerged from the idea that employees within organizations should be considered as internal customers and jobs as products (Berry, 1981).  Pitt et al. (1999) suggested that the most important view of internal marketing is that all employees are internal customers who must deliver excellent service to external customers. The ability of employees to satisfy the needs of others inside the organization is considered an antecedent to external customer satisfaction (Gummesson, 2000). Employees must be satisfied with their job, work environment and their relationship with colleagues and management, before they are able to provide excellent customer service (Foreman and Money, 1995).
Moreover, internal marketing has evolved as a strategy in order to create customer orientation within the company (Grönroos, 1981; George, 1990; Woodruffe, 1995; Barnes et al., 2004; Papasolomou, 2006). In this way, internal relationships between employees, departments and processes can be enhanced in the drive to develop strong external relationships with customers (Grönroos, 2000). In this regard, Payne (1993) pointed out that one dimension of the internal marketing concept is that every employee and department is viewed as an internal customer and supplier. Consequently, the alignment of internal and external marketing will ensure strong relationships with customers (Payne, 1993).

Customer relationship management is the process of developing and maintaining profitable relationships by delivering superior value (Kotler and Armstrong, 2004). Investing in employees is an essential element of customer relationship management (Donaldson and O’Toole, 2002). This is because an employee’s understanding of their organization’s goals and activities to meet the required standards is fundamental to establishing successful relationships with customers (Donaldson and O’Toole, 2002). Consequently, internal marketing is an important part of customer relationship management (Yim et al., 2005).
This research is concerned with exploring internal marketing within small insurance brokers in the UK for three essential reasons, which are explained as follows:
1.1.1. The need for more research into internal marketing

Internal marketing has been discussed widely in the literature (Foreman and Money, 1995) but has not received extensive research (Fisk et al., 1993). Gilmore and Carson (1995) pointed out that there is confusion with regard to what internal marketing entails and its implementation within organizations. Ahmed and Rafiq (2000) contended that since the emergence of the concept of internal marketing, researchers have continuously tried to define and clarify the concept. For example, internal marketing researchers argued for the interdependence between internal marketing and human resources functions (for example, George and Grönroos, 1989; George, 1990; Berry and Parasuraman, 1991; Kotler, 1991; Joseph, 1996). On the other hand, internal marketing may involve the use of marketing-like techniques within the company (for example, Grönroos, 1985; Barnes, 1989; Piercy and Morgan, 1990; Ahmed and Rafiq, 1995). These studies focused in their definition of internal marketing on the use of some human resource management practices and the application of marketing tools such as market research and market segmentation within the organization in order to develop customer orientation among employees. 
Despite these efforts, researchers did not agree on a single definition of internal marketing and clear identification of its components, which created contradictions at the conceptual level and made empirical investigation of the concept more difficult (Ahmed and Rafiq, 2000). Vagueness and ambiguity still exist in attempts to find an agreed conceptual framework for the internal marketing concept (Ballantyne, 2000). Moreover, limitations still exist in the internal marketing research because there is little agreement on what mix of practices can be used effectively to influence employees so that they are motivated and behave in a customer-oriented manner (Ahmed and Rafiq, 2003). The lack of a commonly agreed definition of internal marketing has resulted in a variety of implementation formats in practice (Papasolomou and Kitchen, 2004). This in turn has created ambiguity rather than clarity and understanding (Papasolomou, 2006). 
Thus, further research is certainly needed in order to shed light on the underlying principles and conceptual legitimacy of the concept of internal marketing (Papasolomou and Kitchen, 2004). This would undoubtedly assist the development of the concept and aid a definite understanding of the fundamental principles of internal marketing among managers and educators alike (Varey, 1995). It would at the same time assist in identifying the factors that may impact on the success and failure of internal marketing (Christopher et al., 1991). Hence, this research is important as it may add to the knowledge in the area of internal marketing as research in this field is limited. 
1.1.2. The lack of studies on internal marketing in small firms

The small firms sector is the most economically active sector in the British economy (Matlay, 2004). Small firms represent 98.7% of all the economically active businesses because they generate 44.7% of the total turnover and account for more than 55% of employment in the UK (Bank of England, 2001). There are also more figures. The number of small firms has increased by 50% in the last twenty five years and they contribute towards 35% of gross domestic product in the UK (Beaver and Prince, 2004). Small firms have been the most continuously and energetically researched by academics, financiers and policy makers reflecting the increased interest in and recognition of their economic contribution (Stanworth and Gary, 1991; Storey, 1994; Gray, 1998; Curran, 1999).  

Despite that, there is a scarcity of research into internal marketing in small firms; most studies have been confined to medium and large firms (Barnes and Morris, 2000). This is because large firms are more likely to adopt a wide range of formal internal marketing activities than small firms due to the cost effectiveness of reaching a larger number of employees with more formal activities (Quester and Kelly, 1999). Therefore, researchers have not taken into consideration the size issue when they have conducted studies into internal marketing (Barnes and Morris, 2000). Hence, this investigation focuses on internal marketing within small firms to fill the gap in the research into internal marketing within small firms, in particular small insurance brokers.
1.1.3. The importance of internal marketing for small insurance brokers 

Most studies have considered internal marketing in the financial services sector, which highlights the relevance and appropriateness of that sector for research into this field. However, studies of internal marketing within insurance brokers are limited despite the significance of the insurance sector to the UK economy as a source of income (ABI, 2005) and employment (CII, 2007). Small insurance brokers are encountering challenges in the market such as increasing customer demands for high levels of customer service, the enforcement of the FSA regulations and increased competition from large brokers (Blackham and Blackham, 2000; Cornell, 2000; Tonkin, 2000; Cliff, 2005). 
Small insurance brokers are struggling to handle these changes in the market and consequently, the number of small insurance brokers has been declining (Faulkner and Gray, 2005; Cornell, 2005). Internal marketing may be beneficial for small insurance brokers’ success in the face of these challenges in the insurance market as it may have an important role to play in developing customer orientation among employees. Consequently, this research seeks to explore internal marketing and its role in developing customer orientation among employees in small insurance brokers. 

In conclusion, this research is important both academically and practically:
· Academically, it focuses research attention on the examination of internal marketing in small firms - small insurance brokers in this case - as they have been neglected by previous research efforts. 
· Practically, the adoption of internal marketing within small insurance brokers will be beneficial where they need to develop customer orientation among employees and to meet customers’ expectations of service quality. 
1.2. Research aim

Based on the discussion above, this study attempts to examine internal marketing and customer orientation within small insurance brokers in the UK. The overall aim of this study is:

To explore the understanding and use of internal marketing within small insurance brokers in the UK and its role in developing customer orientation among employees.

The aim seeks to establish whether small insurance brokers are familiar with the internal marketing concept, whether they use internal marketing activities and whether internal marketing is used in order to develop customer orientation among employees. To achieve this aim, three key objectives have been developed as follows:
1. To explore the understanding of the terms internal marketing and customer orientation.
The purpose of this objective is to discover how the terms internal marketing and customer orientation are understood within small insurance brokers. It seeks to find out whether the interviewees are familiar with them and to uncover the meanings people attach to them within small insurance brokers. 

The findings will provide the researcher with a clear picture of the extent to which managers and employees are aware of these terms and identify the most common definitions prevailing among interviewees within small insurance brokers. 

2. To explore the aims and activities of internal marketing. 

This objective seeks to explore the interviewees’ views on the aims of internal marketing and the way internal marketing activities are used within small insurance brokers. These activities include internal communication, employee recruitment, employee training, employee empowerment and internal market research and segmentation. For example, how do small insurance brokers communicate with employees? How do small insurance brokers recruit employees to work within their companies? Do small insurance brokers have training activities? Are employees sufficiently empowered to do their jobs? Do small insurance brokers use internal market research and segmentation? This objective aims to identify the extent to which internal marketing activities are used, how they are used and for what reasons they are used. 

The findings will allow the researcher to understand the nature of internal marketing, that is, how formal or informal internal marketing is used within small insurance brokers in the UK. Moreover, the findings will enable the researcher to discover the outcomes and obstacles of using internal marketing within small insurance brokers. 
3. To explore the role of internal marketing in developing customer orientation among employees.
This relates to establishing the extent to which internal marketing activities are used to encourage employees to put the customer first. Specifically, does internal communication focus on communicating with employees about the importance of putting the customer first? Do small insurance brokers recruit customer-oriented employees who are able to put the customer first in everything they do? Do training activities focus on customer service and how to serve customers in a customer-oriented manner? Do small insurance brokers conduct internal market research in order to identify and meet employees’ needs in order to satisfy them and encourage them to become customer-oriented people? Do small insurance brokers segment employees into different groups in order to facilitate meeting their needs and encourage them to become customer-oriented people? 

The findings will allow the researcher to identify the level of awareness of the vital impact of internal marketing on the customer orientation of employees. It will also establish the extent to which small insurance brokers are customer-oriented companies. 
To achieve these objectives, a set of six research questions has been developed based on the literature review and the conceptual framework of internal marketing developed for this research. These questions are:

1. Are small insurance brokers familiar with the terms internal marketing and customer orientation?

2. Do small insurance brokers use internal marketing? 

3. Are small insurance brokers aware of the role of internal marketing in developing customer orientation among employees?

4. Are small insurance brokers customer-oriented companies? 

5. Does the size of broker (micro versus small) have an impact upon the use of internal marketing and its role in developing customer orientation among employees?

6. What other factors influence the implementation of internal marketing within small insurance brokers?
1.3. Overview of the research methodology

This research adopted the critical realism paradigm to explore the reality of internal marketing and its role in developing customer orientation within small insurance brokers in the UK. This allowed the use of qualitative research methods to achieve the objectives of the study. Thus, semi-structured interviews were used to explore how internal marketing is understood, how it is implemented within small insurance brokers and why it is used. In addition, the use of semi-structured interviews was appropriate to uncover the extent to which internal marketing was used to develop customer orientation among employees. As a result, a deeper and richer understanding of the nature of internal marketing within the context of small insurance brokers was gained. In this research ten managers and fifteen employees were interviewed within twelve small insurance brokers in the UK.
1.4. Structure of the thesis 

The thesis consists of seven chapters, as follows:

Chapter Two: discusses the concept of CRM, the idea of the ‘employee as customer’ and the definition of internal marketing. The definition of customer orientation is also discussed. In addition, internal marketing models are explained briefly leading to the development of a conceptual framework of internal marketing. Finally, the chapter discusses the implementation of internal marketing, illustrating the dearth of studies on internal marketing in small insurance brokers.

Chapter Three: highlights the importance of the insurance sector and provides a brief background on the insurance broker market. It also explains internal marketing and customer orientation within small insurance brokers. In addition, it provides the definition of the small insurance broker to be adopted in this research. 

Chapter Four: discusses the methodology adopted in this research. It begins by presenting the main research paradigms and approaches. These are followed by a clear justification for the qualitative research approach and the strategy adopted in this study. Research sampling, data collection and data analysis are thoroughly considered. Finally, the research credibility issues are highlighted.
Chapter Five: presents the research findings with regard to the understanding and use of internal marketing in small insurance brokers. 

Chapter Six: presents the research findings with regard to the understanding of the term customer orientation and the role of internal marketing in developing customer orientation among employees in small insurance brokers. 
Chapter Seven: summarises the main findings and discusses them in relation to the literature review. It also considers revising the conceptual framework in the light of the research findings. The revised conceptual framework reflects the way internal marketing is understood and used within the context of small insurance brokers and identifies the factors that have an impact on its adoption as derived from the research findings. 

Chapter Eight: provides the research conclusions. It presents a theoretical conclusion and a reflection on the research questions based on the findings. It also highlights the research contribution to knowledge, managerial implications, limitations of the study and recommendations for future research. 
1.5. Conclusion

This chapter highlighted the importance of the research by identifying the main reasons for conducting the study and identifying the aim and objectives of the investigation. It identified that there is a lack of research on internal marketing due to the confusion over its definition and components. Most importantly, it has drawn attention to the paucity of research on internal marketing in small firms in general and small insurance brokers in particular. Therefore, this thesis will focus on exploring the understanding and use of internal marketing within small insurance brokers in the UK and its role in developing customer orientation among employees. In other words, this thesis attempts to gain an understanding of the nature of internal marketing within small insurance brokers to address the gap in the research into internal marketing in small firms. Also presented in this chapter are a brief description of the research methodology and an outline of the structure of the thesis. 
Chapter two

Literature review
2. Literature review
2.1. Introduction

This chapter begins by examining issues pertinent to internal marketing, such as CRM and internal marketing; the ‘employee as customer’ concept; the aims of internal marketing; internal marketing and human resource management; and internal marketing and marketing. This is followed by a section on the definition of internal marketing and its components (internal communication, employee recruitment, employee training, employee empowerment and internal market research and segmentation). It then proceeds to define customer orientation and to present the models of internal marketing. In addition, a full explanation of the conceptual framework of internal marketing as developed in this research is considered. Also, this chapter considers the issue of internal marketing implementation, highlighting the paucity of research in small firms in general and in small insurance brokers in particular. 
2.2. Customer relationship management (CRM) and internal marketing  

Internal marketing and relationship marketing have become to a certain extent intertwined (Christopher et al., 1991). This is because both practices have emerged as a response to the fact that present business environments are characterised by increasingly saturated markets, caused by changes in the nature of competition and a growing necessity to prioritise customers’ needs (Barnes et al., 2004). Relationship marketing is a tool by which customer loyalty can be secured and consequently, better customer satisfaction and competitive advantage can be achieved (Berry, 1984). 

Piercy (1995) viewed internal marketing as the activity of using marketing tools to make the necessary changes for external marketing strategies to be successful. Moreover, Piercy (1995) believed that an internal marketing programme should be aimed at employees because without their commitment, co-operation and support, the organization will not be able to successfully embed its external marketing programme. 

Similarly, Ahmed and Rafiq (1993, p.222) defined internal marketing as “a planned efforts to overcome organizational resistance to change and to align, motivate and integrate employees towards the effective implementation of corporate and functional strategies”. This definition focused on the tasks that need to be carried out to ensure an effective implementation of marketing and other programmes to achieve customer satisfaction while recognising the fundamental role of employees (Ahmed and Rafiq, 2000). Moreover, it considered customer satisfaction as part of a long-term relationship with customers (Varey and Lewis, 2000). 

In addition, internal marketing emphasized the need for management to consider the company as a market where an internal chain of suppliers and customers exists (Berry, 1984; Foreman and Money, 1995). In this sense, employees are considered as customers with whom the organization has dealings (Barnes et al., 2004). Internal marketing aims to create a relationship with customers through creating and maintaining successful relationships with employees (Voima and Grönroos, 1999). 

In marketing literature, the terms CRM and relationship marketing can be used interchangeably (Parvatiyar and Sheth, 2000). For example, Harker (1999) suggested that an organization creating, developing and maintaining committed and profitable exchanges with selected customers is engaged in relationship marketing. Payne (2001, p.14), defined CRM as “a management approach that seeks to create, develop, and enhance relationships with carefully targeted customers”. 

These definitions claim that the main focus of CRM and relationship marketing is on long-term buyer-seller relationships where both parties benefit from the relationship (Yim et al., 2005). Nevertheless, some differences between relationship marketing and customer relationship management can be recognised (Yim et al., 2005). For instance, relationship marketing is more emotional and behavioural as it focuses on features such as bonding, empathy and trust (Yau et al., 2000). On the other hand, CRM is more management oriented as it focuses on efforts to create, maintain and enhance relationships with customers (Yim et al., 2005). 

Moreover, CRM is based on the use of technology in order to build profitable and long-term relationships with targeted customers (Little and Marandi, 2003). Information technology enables organizations to collect, store, analyse and share customer information in a way that enhances their ability to meet customers’ needs (Butler, 2000). Nevertheless, CRM is not just about using technology for marketing, sales and customer service (Goldenberg, 2000). CRM leverages marketing, sales, customer service, human resource management and finance in addition to information technology and the internet to increase the profitability of customer interactions (Chen and Popovich, 2003).   

Fox and Stead (2001) argued that successful CRM consists of four dimensions, namely strategy, people, technology and processes. Krauss (2002) suggested that the most important dimension of CRM is people. In this regard, Little and Marandi (2003) suggested that successful CRM must involve internal marketing and managing cultural changes, employee training and creating the spirit of customer orientation within the organization. Therefore, continuous support of top management is a crucial prerequisite for successful internal marketing and management of customer relationships (Grönroos, 2007). Thus, CRM is not only about using technology, but also involves employees within the organization. Consequently, the implementation of internal marketing can be considered as an antecedent for establishing and managing successful relationships with customers. 

Another issue related to internal marketing is the concept of employee as customer. This will be considered next. 
2.3. The employee as customer concept 

Berry et al. (1976) suggested that internal marketing can be a solution to the problem of how to deliver high service quality consistently. Berry (1981, p.272) defined internal marketing as “viewing employees as internal customers, viewing jobs as internal products that satisfy the needs and wants of these internal customers while addressing the objectives of the organization”. 
This definition was based on the idea that to have satisfied customers, the company must also have satisfied employees (George, 1977). Berry and Parasuraman (1991, p.151) stated that “internal marketing is the philosophy of treating employees as customers … and it is the strategy of shaping job-products to fit human needs”. The internal products consist of a job and a work environment, which motivates the employees to respond favourably to management’s demand for customer orientation (Grönroos, 1985).  
Woodruffe (1995) advocated that internal marketing is treating with equal importance the needs of internal customers (employees) and external customers through effective programmes and planning to achieve organizational objectives by achieving both employee and customer satisfaction. It is established in internal marketing literature that organizations emphasize the importance of satisfying employees’ needs and treat jobs as internal products, in order to develop and motivate employees (Grönroos, 1994). 
Ahmed and Rafiq (2003) stressed that the logic of satisfying the needs of internal customers could enable the organization to meet customers’ expectations of service quality. On the other hand, the ‘employee as customer’ concept has been criticised because it gives primacy to employees’ needs. This view in turn contradicts the main objective of marketing, namely that external customers should come first (Ahmed and Rafiq, 2000). The focus on internal customers may shift an organization’s attention away from its external customers, although they are the main source of revenue and so should be the primary focus of its activities (Harari, 1993). 
In order to develop a clear definition of internal marketing for this research, it is essential to discuss three key issues: the aims of internal marketing, internal marketing and human resource management, and internal marketing and marketing.
2.4. The aims of internal marketing

It has been argued that internal marketing is intended to develop customer orientation among employees. Grönroos (1981, p.237) suggested that the main aim of internal marketing is to create customer orientation among service employees. He argued that internal marketing should “create an internal environment which supports customer-consciousness among the personnel”. 

Similarly, Bowen and Schneider (1988) suggested that service firms should enhance their internal climate for service in order to impact positively upon the attitudes and behaviours of customer contact employees. George (1990) believed that internal marketing is a holistic management process; it is used to integrate the multiple functions of the organization to ensure that all employees understand the business and its activities aimed at supporting customer orientation, and to ensure that employees will be willing to act in a customer-oriented manner. In support of that, Stauss and Schulze (1990, p.155) contended that “the objective of internal marketing is to get motivated and customer-oriented personnel”. Consequently, they pointed out that internal marketing emphasizes the idea of customer orientation by creating acceptance of customer orientation among employees and creating an organizational environment that supports customer-oriented attitudes and behaviours.  

Woodruffe (1995) argued that the aim of internal marketing is to ensure that the employees of a firm are motivated and committed to the goal of ensuring the best possible treatment of customers. Internal marketing also strives to ensure that employees see themselves participating actively in achieving the goals of the organization in order to achieve long term success (Woodruffe, 1995). More recently, Papasolomou (2006, p.194) stated that internal marketing aims to develop customer orientation among employees by defining internal marketing as “a mechanism for instilling a ‘people’ orientation within an organization as a prerequisite for instilling and strengthening the service, customer, and marketing orientation among organizational personnel”.

Moreover, Compton et al. (1987) argued that internal marketing aims to help employees understand the importance of their interactions with customers and their responsibility for the interactive marketing performance of the firm. Furthermore, the purpose of internal marketing is to create, maintain and enhance internal relationships in the organization (Voima and Grönroos, 1999). This in turn, will motivate employees to provide services to internal and external stakeholders in a customer-oriented manner (Voima and Grönroos, 1999). Hence, in interactive marketing processes and in handling customer relationships, the role of employees is vital as customer contact with service employees may either make or break the relationship (Grönroos, 2007). 

Thus, the goal of internal marketing is to create motivated, committed and customer-oriented employees within the organization and to build relationships with customers.
2.5. Internal marketing and human resource management

George (1990) emphasized the idea of interdependence between internal marketing and human resource management. In other words, internal marketing is the philosophy for managing the human resources of the organization based on marketing perspectives (George and Grönroos, 1989). George (1990) believed that the premise of this philosophy is that if management wants its employees to do a great job with customers, then the organization must do a great job with its employees. This means that the internal exchanges between the organization and its employees must operate effectively before the organization can succeed in satisfying its customers (George, 1990).  

Furthermore, Gummesson (1990) suggested that internal marketing is widening the ideas of training, education, information and communication within the organization. Berry and Parasuraman (1991) extended the definition of internal marketing to include activities that are traditionally performed by human resource management. They believed that internal marketing practices included hiring for talent; offering a vision, and communicating that vision to employees; preparing people to perform; stressing the importance of team work; leveraging the freedom factor (such as a degree of responsibility in accomplishing tasks and solving problems while interacting with customers); measure and reward; and finally, knowing the customer. They noted that designing job products to attract, develop, motivate and retain internal customers requires sensitivity to employees’ concerns, attitudes and aspirations. 
Moreover, Kotler (1991) defined internal marketing as the task of hiring, training and motivating able employees to serve the customer well. In his definition he emphasized that internal marketing must precede external marketing as it makes no sense to promise customers excellent service before the employees are ready to provide it professionally. Varey (1995) emphasized that human resources can be a resource for good service. This was clarified by the increasing recognition of the significance of training and recruitment practices within service organizations. 

More recently, Bansal et al (2001) suggested that equity, empowerment and commitment are important aspects of internal marketing although they are widely discussed in human resource management literature. Bateson (1991) criticized the use of human resource management practices within the context of internal marketing and considered it a massive invasion of the human resource management function. There is a fear that marketers will increase their influence within the organization, leading to a conflict between marketing, human resource management, and other affected functions (Ahmed and Rafiq, 1993). 

Despite this overlap between the internal marketing function and the human resource management function, the discrepancy between them is quite clear, particular when the main ideas of each are carefully examined (Woodruffe, 1995). According to Woodruffe (1995, p. 88), “whereas a traditional view of human resource management may be seen as getting things done through people, internal marketing moves towards an alternative idea - developing human potential so that organizational goals can be achieved through the satisfaction of individual goals”.

Ahmed and Rafiq (1993) concluded that internal marketing contributes to human resource management through developing the internal customers’ orientation by applying marketing techniques within the organization. Ahmed and Rafiq (1993) believed that human resource management already had an array of tools to motivate employees, and that marketing techniques only added to that array. Human resource management offers tools that can be used in internal marketing, such as training and recruitment, and internal marketing offers guidance on how these tools can be used to improve interactive marketing performance through customer-oriented employees (Grönroos, 2000). Successful internal marketing requires that marketing and human resources work together (Bowen et al., 2000). 

These views illustrate the overlap between internal marketing and human resources management functions. 
2.6. Internal marketing and marketing

Grönroos (1985, p.42) broadened the definition of internal marketing to involve the use of marketing tools within the organization in order to motivate employees to become customer-oriented people: 

“…holds that an organization’s internal market of employees can be influenced most effectively and hence motivated to customer-consciousness, market orientation and sales mindedness by a marketing-like internal approach and by applying marketing-like activities internally”.
Gummesson (1987) argued that the idea behind internal marketing is to apply the marketing concept, originally developed for the external marketing of the company, to the internal market as well. In the same direction, Barnes (1989) defined internal marketing as the application of marketing principles, in particular marketing mix (4Ps) within the organization to ‘sell customer service to staff’ in order to encourage them to provide customer satisfaction. In other words, the aim of internal marketing in this sense is to encourage employees to ‘buy in’ and share commitment to customer service (Barnes, 1989). 

Likewise, George (1990) highlighted the importance of applying marketing-like tools inside the organization to the success of internal marketing in motivating employees and encouraging them to behave in a customer-oriented manner. George (1990, p.64) believed “the internal marketing concept states that the internal market of employees is best motivated for service-mindedness and customer-oriented behaviour by an active marketing-like approach, where marketing-like activities are used internally”.
In the same way, Piercy and Morgan (1990, p.4) said that “marketing is not confined solely to the external world of customers but must be employed internally also within the organization”. Therefore, they argued in favour of the use of marketing mix (4Ps) within the organization to change the attitudes and behaviours of customer contact employees and distributors into customer-oriented ones in order for marketing plans to work profitably. 

Similarly, Ahmed and Rafiq (1995, p.34) focused on using marketing-like tools within the organization in order to encourage employees to be committed and customer-oriented people. They defined internal marketing as “a philosophy involving the planned use of marketing-like techniques internal to the organization in order to help realise the effective implementation of marketing programmes through a process of attempting to create customer orientation and employee commitment”.

Nevertheless, Gilmore and Carson (1995) criticised reliance on external marketing techniques in internal markets because they may be inappropriately constructed for such use. This is because external marketing techniques can not be applied without some adaptation to the internal market (Ahmed and Rafiq, 1993; Hales, 1994). Therefore, Ahmed and Rafiq (2000) suggested that it is vital to carefully examine which marketing techniques are appropriate for internal application and how managers can adapt them for their organizations. Thus, internal marketing sheds light on the use of marketing techniques within the organization in order to motivate employees and encourage them to develop customer-oriented attitudes and behaviours. 
2.7. The definition of internal marketing

Having discussed the main issues, three things should be taken into account when defining internal marketing. These are:

· Internal marketing aims to create customer orientation among employees.
· Internal marketing may include some human resource management practices, such as internal communication, employee recruitment, employee training and employee empowerment, in order to satisfy employees and create customer orientation amongst them.
· Internal marketing can include the use of marketing tools inside the organization, such as internal market research and segmentation, in order to develop customer orientation among employees. 

By bringing these three things together, this research will define internal marketing as: 


These activities are defined and justified below.
2.7.1. Internal communication 

Internal communication is broadly discussed under the headings of employee communication (Argenti, 1998), organizational communication (Grunig, 1992) and corporate or business communication (Kitchen, 1997; Oliver, 1997). Internal communication is an important element of internal marketing. For example, Gummesson (1990) suggested that internal marketing includes providing information and communication with employees. Berry and Parasuraman (1991) believed that internal marketing practices should include offering a vision and communicating the vision to employees. This means that employees need to know how their work contributes to the organization and they need to understand and believe in the goals to which they contribute (Berry and Parasuraman, 1991). 

In this regard, Payne and Helman (1992, p.12) concluded that “communication is critical to successful internal marketing”. Cahill (1995) confined internal marketing to a communication process aimed at developing a customer-oriented culture within the organization. Papasolomou (2002, p.90) defined internal communication as “a management process through which an organization enters into a dialogue with its various internal audiences”. 

Internal communication is about sharing ideas in order to contribute to organizational progress (Gilmore and Carson, 1995). Kitchen (1997) believed that employees must be fully informed if they are to participate effectively in the organization. Employees need to fully understand where they fit into an organization’s strategy and how they contribute to the fulfilment of the organization’s aims (Kitchen, 1997). A positive communication climate should be based on a two-way communication process, which in turn is dependent upon openness, mutual respect and trust and employees feeling that their views are taken seriously (Smidts et al., 2000).  

According to Argenti (1998), effective internal communication can have a positive impact on employees by motivating them to work harder. Employees are more likely to perform better when they feel they are valued by their organizations, they can speak openly, they contribute their ideas and suggestions, knowledge is volunteered and shared, they receive regular feedback on their performance, they can develop and progress and they are rewarded for their contribution (Dunmore, 2002). Consequently, this research will define internal communication as:


2.7.2. Employee recruitment 

It is essential to employ and keep the right kind of people in a company (Grönroos, 2000). Successful internal marketing should start with recruiting employees to perform marketing tasks (Grönroos, 2000). It has been argued that employee recruitment is a significant part of internal marketing. For instance, hiring for talent is an essential element of internal marketing because one of the principal causes of poor service quality is recruiting the wrong employees to deliver the service. In addition, internal marketing models (figure 1, figure 2, figure 3) developed by Ahmed and Rafiq (2002) considered recruiting customer-oriented employees as an important element of internal marketing. 

Several definitions have been developed for employee recruitment. For instance, Gold (2003, p.221) defined recruitment as “the process of generating a pool of capable people to apply for employment to an organization”. In the same direction, Tansuhaj et al. (1988, p.32) when defining employee recruitment, said “qualified applicants are attracted to the firm through the use of job descriptions and effective recruitment procedures”.  
An effective internal marketing strategy should result in the recruitment and retention of the right people (Lewis and Entwistle, 1990; Joseph, 1996). In this regard, Gorchels (1995) noted that it is important to recruit employees who fit the values of the organization because changing employees’ attitudes and behaviours is more difficult and costly once they have been recruited (Ahmed and Rafiq, 2000). For these reasons, Ahmed and Rafiq (2000) suggested that it is beneficial to spend time selecting the person who matches the desired criteria. 
Moreover, Asif and Sargeant (1998) suggested that UK banking should adopt recruitment policies with a single objective, that is, matching the right people to the right service role, and recruitment policies should also facilitate external recruitment where appropriate expertise does not exist in-house. Building on these views, this research will define employee recruitment as:


2.7.3. Employee training

A reasonable amount of research has suggested that internal marketing includes employee training (Gummesson, 1990; Berry and Parasuraman, 1991; Foreman and Money, 1995). According to Armstrong (1996) training is the regular modification of behaviour through learning which occurs as a result of education, instruction, development and planned experience. It can be described as interventions through which trainers transfer knowledge into employees’ heads with the expectation of automatic improvement in employees and organizational performance (Beardwell et al., 2004). 

Training was defined widely by the Manpower Services Commission (1981a) as “a planned process to modify attitude, knowledge or skill behaviour through learning experience to achieve effective performance in an activity or range of activities. Its purpose, in the work situation, is to develop the abilities of the individual and to satisfy the current and future manpower needs of the organization”. 
Service organizations should invest in people as much as in machines, especially providing service skill training in order to enhance the abilities of service providers to meet customers’ expectations of high service quality (Schlesinger and Heskett, 1991). This is because a well-trained staff can enhance customers’ service experience and contribute significantly to organizations’ reputations for responsive service (Benoy, 1996). In a service firm, employee training is the task of improving employees’ knowledge and changing their attitudes towards service strategy (Grönroos, 2000). 

Berry and Parasuraman (1991) argued that training is the task of preparing people to perform and market the service. The importance of training stems from the fact that it can enhance every sub-goal of internal marketing: attracting, developing, motivating and retaining superior employees. Therefore it is considered an essential element of internal marketing (Berry and Parasuraman, 1991). 
In the same way, Woodruffe (1995) strongly highlighted the importance of training for the success of an internal marketing programme, as it will enhance knowledge of the firms’ products, pride in the firm itself and in individual jobs, awareness of opportunities for new service, business development, and specific marketing skills. Foreman and Money (1995) argued that employee development is one of the main elements of internal marketing. Drawing on these varied opinions, this research will define employee training as:

2.7.4. Employee empowerment 

Employee empowerment is one of the seven essential elements of internal marketing (Berry and Parasuraman, 1991). Payne (1993) claimed that a formal marketing plan for internal marketing is of little value if customer contact employees are not empowered to deliver the level of service quality required. Gilmore and Carson (1995) argued that the involvement and empowerment of employees to enable them to make decisions when interacting with customers are part of the internal marketing activities that have been used by many organizations. Empowered employees are more satisfied with their job and therefore are more enthusiastic about serving customers well (Bowen and Lawler, 1992). Moreover, internal marketing models (figure1, figure 2, figure 3, figure 4) developed by Ahmed and Rafiq (2002) considered employee empowerment as an internal marketing element. 

Most definitions of empowerment agreed that empowerment is concerned with giving employees more authority, discretion and freedom to perform their tasks. For example, Leitch et al. (1995) described employee empowerment as giving staff both the ability and the responsibility to take actions to identify problems in the work environment that affect service quality and to deal effectively with them. 

Hofstede (2001) suggested that empowerment involves sharing informal and formal decision making power and influence between managers and their subordinates so that employees can exercise discretion to make day to day decisions about job related activities (Conger and Kanungo, 1988). Baron and Harris (1995, p.133) suggested that employee empowerment “... involves releasing control to the service employee at the crucial moment of contact with the customer, giving them autonomy to make decisions flexibly in response to the customers’ demands as and when they occur”.

Moreover, empowerment was defined as giving employees discretion or latitude over certain task-related activities (Bowen and Lawler, 1992). On the other hand, Carlzon (1987) viewed empowerment as freeing employees from rigorous control by instructions, policies, and orders, and giving them freedom to take responsibility for their ideas, decisions, and actions. More simply, it is described as a state of mind (Bowen and Lawler, 1995; Ahmed and Rafiq, 1998). This state of mind entitles people to mainly experience feelings of control over how the job should be performed, awareness of the context in which the work is performed, accountability for personal work outcomes and shared responsibility for organizational performance (Berry, 1995). Building on these views, this research will define employee empowerment as:


2.7.5. Internal market research and segmentation 

A considerable body of research on internal marketing advocated the use of marketing techniques within the organization (for example, Grönroos, 1985; George, 1990; Piercy and Morgan, 1990; Ahmed and Rafiq, 1995). In addition, internal marketing models (figure 2, figure 4) suggested by Ahmed and Rafiq (2002) argued for the use of marketing-like tools inside the organization so as to develop customer orientation amongst employees. 

Internal market research is the research used to identify employees’ needs and attitudes towards work conditions, compensations, benefits, organization policies and any other job-related issues (Berry, 1981). Internal market research will enable management to receive direct feedback concerning the degree of satisfaction of internal customers with the internal products for which they are exchanging resources, in order to identify the aspects of the jobs that need to be improved or changed (Berry, 1981).

Internal market research can also be used to recruit the best employees to work in the organization and to ask employees’ opinions on its performance in the marketplace (Grönroos, 1985). George (1990) added that internal market research is needed to understand employees’ capabilities, attitudes and perceptions about how the organization can be more effective, by researching their views on ways to improve and how customers can be best served. Berry and Parasuraman (1991) argued that knowing the internal customer is an important element of internal marketing. This can be achieved through using internal market research in order to identify employees’ aspirations, attitudes and concerns rather than making assumptions about their needs and requirements. In addition, internal marketing should be conducted to explore issues which are likely to affect the roles and responsibilities of employees (Woodruffe, 1995). The main issues to be covered by the internal market research are employees’ attitudes towards the organization and its mission, level of job satisfaction, assessment of skill and knowledge needs and the wants and needs of employees (Woodruffe, 1995). 

In the same way, Joseph (1996) considered internal market research to be one of the main challenges for a winning internal marketing programme. This is because internal market research allows the company to gauge morale, satisfaction and general attitudes towards the workplace (Joseph, 1996). In addition, internal market research can be used to find out employees’ attitudes towards customer-oriented performance (Grönroos, 2000). Drawing on these ideas, this research will define internal market research as:


On the other hand, Ahmed and Rafiq (1993, p.227) defined internal market segmentation as “the process of grouping employees with similar characteristics, needs and wants, or tasks”.  In this regard, it is argued that people in the internal market are heterogeneous so that the internal market should be segmented (Berry, 1981). The bases for internal market segmentation can be decided according to the internal market research results (Woodruffe, 1995). Also, internal market segmentation can be viewed as a means of reducing potential communication problems or friction between different functional areas (Woodruffe, 1995). 

Moreover, Joseph (1996) believed that segmenting employees is an important element of successful internal marketing because sources of motivation and satisfaction may vary among employees. For example, personal and family factors can influence the quality of work performed by employees and cultural differences may create stress at work, therefore segmenting employees according to their needs would enable the organization to develop the right programmes in order to motivate employees and satisfy them (Joseph, 1996). 

In addition, internal market segmentation can be applied to find the right kind of people to recruit for different positions (Grönroos, 2000) or to discover the different internal service expectations of employees and identify any difference between internal market segments (Palmer, 2001). Building on these views, this research will define internal market segmentation as:


2.8. The definition of customer orientation  

Narver and Slater (1990) argued that market orientation consists of three behavioural components - customer and competitor orientation, and inter-functional coordination - in addition to two decision criteria, namely long-term focus and profitability. Narver and Slater (1990) suggested that customer orientation concerns sufficient understanding of one’s target buyers to be able to create sustained superior value. 
Steinman et al. (2000) suggested that market orientation and relationship marketing are conceptually related because they both emphasize that the key to sustainable competitive advantage is to attract, satisfy, and retain customers through continuous assessment of their needs. Relationship marketing is founded on the assumption that long-term relationships with customers are the basis for satisfying customers and consequently improving profitability (Pitt et al., 2003). A relationship marketing approach requires that firms act in a market-oriented way; that is, they seek to understand and satisfy customers’ needs (Grönroos, 1995). This is because the personal, ongoing and highly consequential nature of the relationship between employees and customers makes the adoption of a market orientation particularly necessary for the successful implementation of relationship marketing (Pitt et al., 2003). 
Despite efforts to describe customer orientation there is no one firm definition. Customer orientation is often associated with terms such as marketing orientation, marketing concept and ‘customer first’ (Nwankwo, 1995). Berthon et al. (2004) argued that the notion of customer orientation is often traced back to Drucker's (1954, p.37) statement that the aim of an organization is to create and keep customers because “it is the customer who determines what a business is”. In addition, Berthon et al. (2004) believed that customer orientation is also seen as synonymous with the marketing concept, which holds that, “the key to achieving organizational goals consists in determining the needs and wants of target markets and delivering the desired satisfactions more effectively and efficiently than competitors” (Kotler, 1988, p.17).  
Customer orientation is the heart of a market orientation philosophy (McGee and Spiro, 1988). Developing customer orientation among employees requires that the organization has a clear definition of its customers which is based on customer-specific factors (Nwankwo, 1995). A customer-specific definition requires that the organization has clear ideas about customers and their needs, specific customer care objectives, which develop and communicate both customer and management aspirations, and feedback systems, which enable the organization to reach its customers and vice versa, in addition to effective customer education and information systems (Nwankwo, 1995). Also, there is a need to recognize the heterogeneity of the marketplace (that is, the diversity of customer segments and their needs) and to develop a good understanding of the behavioural nature and consequences of consumption (Nwankwo, 1995).  
On the other hand, internal marketing can be adopted by organizations in order to apply the concept of market orientation and develop customer orientation among employees (Grönroos, 1981; Ahmed and Rafiq, 1993). It is widely established in marketing literature that organizations which focus their activities on their customers perform better than those that do not aim to create customer orientation among employees (Donavan et al., 2004). This is because of the intangible nature of services and the high level of interaction and integration between service employees and customers (Henning-Thurau, 2004). 

In the service quality literature, it is widely demonstrated that the behaviour of service employees affects customers’ perception of service quality (Bitner et al., 1990). For example, three out of five dimensions of the SERVQUAL measure, which is suggested by Parasuraman et al. (1988) to measure customers’ perception  of service quality, address the behaviour of service employees (responsiveness, assurance, and empathy), which reflects the importance of customer orientation for the economic success of service firms (Henning-Thurau, 2004). Also, customer orientation is considered as a competitive strategy for success in the dynamic business environment (Sood and Lings, 2004). Donavan et al. (2004) found that the organizational commitment of employees and job satisfaction were the main outcomes of the customer orientation of service employees. In addition, Hennig-Thurau (2004) found that customer orientation of service employees resulted in customer satisfaction and customer retention. In this regard, several studies advocated the link between customer orientation, service quality and customer satisfaction (for example, Bitner et al., 1990; Keaveney, 1995; Goff et al., 1997).  

In order to understand the meaning of customer orientation, three essential dimensions will be discussed, which form the basis of the definition of customer orientation adopted in this research.
2.8.1. Putting the customer first

Customer orientation focuses on putting the customer first. According to Deshpande et al. (1993, p.27), it is “the set of beliefs that puts the customer’s interest first, while not excluding those of all other stakeholders such as owners, managers and employees in order to develop a long-term profitable enterprise”. Hence, putting the customer first requires a deep rooted set of values and beliefs that consistently reinforce customer orientation throughout the organization (Deshpande et al., 1993). For insurance, a service company may adopt a wide belief system that gives priority to customers’ needs, demonstrates care and empathy for customers, focuses on employees training for the service encounter and monitors the service environment (Dubinsky, 1994). Along the same lines, Christopher et al. (1993, p.40) believed that “the customer matters most and comes first in everything we do. We must never allow our own problems to distract us from understanding and solving his”. Drawing on these views, it can be suggested that:

Thus, putting the customer first implies that customer-oriented people focus on satisfying customers’ needs. This leads to a discussion of the second dimension of customer orientation. 
2.8.2. Satisfying customers’ needs

Customer orientation gives primacy to satisfying customers’ needs. In this regard, Saxe and Weitz (1982, p.344) defined customer orientation of service employees as “the degree to which salespeople practice the marketing concept by trying to help their customers make purchase decisions that will satisfy customers’ needs”. 

Salespeople who use a customer-oriented selling approach may not consider achieving short-term results (sales) in order to secure long-term rewards such as customer loyalty (Knight et al., 2007). Cross et al. (2007) argued that a high level of customer orientation reflects a high level of concern for customers’ needs, while a low level of customer orientation reflects a selfish concern for the achievement of short-term objectives (sales). 

Similarly, Saxe and Weitz (1982) believed that highly customer-oriented employees avoid actions that might dissatisfy customers; they engage in behaviours aimed at increasing long-term customer satisfaction. Therefore, highly sales-oriented employees are less concerned about customer satisfaction; whereas customer-oriented employees do not sacrifice a customer’s interest in order to increase the probability of making an immediate sale (Saxe and Weitz, 1982). Sales orientation may not affect the job performance of salespeople (Boles et al., 2001), but it can negatively affect customer satisfaction (Goff et al., 1997). Saxe and Weitz (1982, p.344) suggested seven characteristics of customer-oriented selling. 

· A desire to help customers make satisfactory purchase decisions; 

· Helping customers assess their needs;

· Offering products that will satisfy those needs;

· Describing products accurately;

· Adapting sales presentations to match customer interests; 

· Avoiding the use of high pressure. 

Narver and Slater (1990) believed that customer orientation enables the organization to create value for customers as a result of better understanding of customers’ needs. Christopher et al. (1993) stressed the importance of customer orientation. They described it as commitment to customers, claiming that customer needs should condition all the organization’s thinking and govern its planning activities. In addition, Hennig-Thurau and Thurau (2003) viewed customer orientation in the sense that a company has to address the needs of its customers adequately in order to ensure that they will buy the company’s products and services, experience a high degree of satisfaction with these goods and services, and then become loyal customers.
Berthon et al. (2004) believed that customer orientation simply refers to finding out what a customer wants and giving it to him or her. According to Judd (2003) the achievement of customer orientation is impossible if the employees of an organization do not perceive themselves as being there to serve customers or recognize the fact that the only reason for being employed is to help the organization create value for customers. Drawing on these views on customer orientation, it can be said that:

Thus, putting customers first and satisfying customer needs requires that employees should have positive attitudes towards customers, which leads to discussion of the third dimension of customer orientation.
2.8.3. Positive attitudes towards customers

Customer-oriented behaviour requires the demonstration of positive attitudes towards customers. Bettencourt and Brown (1997) believed that customer-oriented behaviour may involve an extra-role, customer service, which refers to discretionary action by service employees that extends beyond formal role requirements. This means that service employees try to delight customers by providing extra attention, spontaneous exceptional services and extra care during service encounters to provoke customer satisfaction and positive emotional responses (Bitner et al., 1990). Customer-oriented behaviour may include exhibiting common courtesy, demonstrating accurate knowledge of policies and products, addressing customers by name, and greeting and saying ‘thank you’ to customers (Bettencourt and Brown, 1997). 

Brown et al. (2002, p.111) defined customer orientation as “an employee’s tendency to try to meet customer needs and the degree to which he or she enjoys doing so”. In addition, they proposed that customer orientation in service organizations consists of two main dimensions: the needs dimension, which represents employee beliefs about their ability to satisfy the external customer’s needs; and the enjoyment dimension, which represents the degree to which interacting with and serving customers is intrinsically enjoyable for an employee. Brown et al. (2002) believed that both components are necessary to fully understand service employees’ ability and motivation to serve customers by meeting their needs. 
In the same vein of argument, Hennig-Thurau and Thurau (2003, p.27) defined customer orientation of service employees as “the behaviour of service employees when serving the needs and wishes of existing and prospective customers”. Hennig-Thurau and Thurau (2003) pointed out that employee behaviour is what makes customers satisfied and what ultimately determines customers’ perceptions of high service quality. Consequently, they suggested that customer orientation of service employees consisted of the following three dimensions, an employees’ customer-oriented skill, motivation to serve customers and self perceived decision making authority. According to them, an employee will fully behave in a customer-oriented manner if all these dimensions are expressed to a considerable degree. In other words, employees are customer-oriented if they are motivated, competent and allowed to treat customers according to their desires (Hennig-Thurau and Thurau, 2003). 

Hennig-Thurau (2004, p.462) developed further the construct of customer orientation of service employees. S/he defined customer orientation of service employees as “the extent to which the employee’s behaviour in personal interactions with customers meets those customer needs”. S/he proposed that the social skills and technical skills of employees represent separate dimensions of the customer orientation of service employees. 

Employees’ technical skills refer to the knowledge and technical skills which service employees must have in order to fulfil customers’ needs during the personal interaction process (Argyle, 1967). It is important that employees have the technical skills to respond instantly to customers instead of relying on data in knowledge databases (Hennig-Thurau, 2004). Social skills focus on an employee’s ability to take the customer’s perspective during interaction visually, cognitively and emotionally (Flavell et al., 1968).  

The second dimension of the customer orientation of service employees is the motivation dimension which consists of employees’ willingness to behave in a customer-oriented manner, employees’ self perception of their ability to behave in a customer-oriented way (Vroom, 1967) and employees’ expectations of achieving the desired outcomes by demonstrating customer-oriented behaviour such as rewards from the manager (Hennig-Thurau, 2004). 
Finally, the decision making authority dimension refers to the degree to which service employees feel allowed to decide on issues that concern customers’ interests and needs (Hennig-Thurau, 2004). Williams and Attaway (1996) believed that customer orientation implies that the behaviour of service providers is directed towards determining and understanding the needs of customers and adapting a response to best satisfy those needs. Drawing on these views, it can be suggested that customer orientation necessitates that:


Drawing on the literature discussed above, three main ideas pertinent to the concept of customer orientation are developed:
· The concept of customer orientation focuses fundamentally on putting the customer first. 

· Customer orientation focuses on satisfying customers’ needs not increasing sales.  

· Employees should express customer-oriented behaviour by demonstrating positive attitudes towards customers and willingness to meet customers’ needs.

By combining these three dimensions together, this research defines customer orientation as: 

2.9. Internal marketing models

Although the current literature shows that the importance of internal marketing is widely recognised by academics, there are only a few models for the implementation of internal marketing in practice (Gilmore and Carson, 1995). This is because of the confusion over the definition of internal marketing and the elements that can be grouped under the umbrella of internal marketing if an organization aims to create customer orientation among employees (Ballantyne, 2000; Papasolomou and Kitchen, 2004; Papasolomou, 2006). Therefore, Ahmed and Rafiq (2002) developed four models in order to show how internal marketing can be used in practice. These were not developed systematically, but independently of each other. They aim to provide different views on the concept of internal marketing and its constructs and outcomes so that practitioners may form a view on how they can use internal marketing and what they may achieve as a consequence. These models will be presented in this section. 

2.9.1. Model 1 of Ahmed and Rafiq (2002)

This model is based on the idea of treating employees as customers, as suggested by Berry (1981) (figure 1). The main characteristics of this model are:
· Treating employees as customers requires that their jobs are treated in the same way as any other product of the company. This means employees’ needs and wants are taken into account and that organizations make efforts to make their products attractive to their internal customers. 

· The treatment of employees as customers and jobs as products is achieved through human resource management practices, such as employee involvement and participation, and by applying marketing techniques within the organization in order to attract and retain customer-oriented employees.

· Treating employees as customers will lead to staff satisfaction and changes in employee attitudes. Consequently, employees will become service-minded people, leading to better service quality, customer satisfaction and competitive advantage in the market-place.
Figure 1: Ahmed and Rafiq’s model 1










Source: Ahmed and Rafiq (2002, p. 14)
Model 1 was developed based on the concept of ‘employee as customer’ in order to achieve both employee and customer satisfaction. However, the critique of the internal marketing concept questioned the suitability of internal marketing in achieving both customer and employee satisfaction. For instance, Cahill (1996) criticised this concept as it ignored the fact that organizations exist to meet customers’ needs by offering services or products that satisfy their expectations. It missed the fact that organizations must focus on external customers, not on employees, as focusing on the satisfaction of internal customers’ needs and forgetting that there are customers beyond them, outside in the external market, would be catastrophic (Cahill, 1996). Mudie (2000) commented that understanding how organizations attempt to meet employees’ needs in order to satisfy those of external customers’ could be a catastrophic process. He argued that meeting employees’ needs can be translated into satisfying those of the organization and, to avoid feeling guilty, the organization markets its needs to employees to ensure that they will satisfy those of the organization. Papasolomou and Kitchen (2004) argued that employees’ needs may conflict with those of the organization and the organization can not become subservient to employee needs. Also, using internal marketing to make employees feel that their organizations care about both them and their needs could upset human resources practitioners who may claim that they already have responsibilities in this area (Ewing and Caruana, 1999). The researcher agrees with these criticisms and believes that it may be too optimistic to strive to achieve both employee and customer satisfaction. Employees may have to work long hours on a daily basis in order to satisfy customers’ needs, and this may result in employee dissatisfaction. Consequently, the link between employee and customer satisfaction may be naïve. This research avoids this criticism by suggesting a link between internal marketing and customer orientation, as will be discussed in the conceptual framework later on in this chapter. 
In addition, model 1 suggested that marketing tools can be used to motivate and attract customer-oriented employees. Longbottom et al. (2004) did not support internal marketing that adopted marketing like tools - such as marketing mix, internal market research and segmentation - within the organization to develop customer-oriented employees, believing that this approach may be flawed. Also, using marketing-like tools such as marketing mix inside the organization could be characterised as transactional and short term (Voima, 2000). This is because it puts emphasis on the internal customer not on developing relationships with the external customers as a main goal of the organization (Voima, 2000). Generally, marketing tools designed for implementation of an external marketing programme may not be appropriately constructed for the internal market (Gilmore and Carson, 1995). Despite this, the researcher advocates the use of marketing tools within the organization as part of an internal marketing programme because they have already been used successfully to change employee attitudes towards customer-oriented ones (Grönroos, 1981; George, 1990; Piercy and Morgan, 1990). This is considered in the conceptual framework later in this chapter. Also, the researcher deems that internal marketing is the opposite of Voima’s (2000) view, as outlined above, in that it can be a part of customer relationship management as considered in chapter two (see section 2.2).

Moreover, the model suggested a link between employee satisfaction and customer orientation. In fact, the literature commenting on the nature of this relationship is rare (Bansal et al., 2001). Hoffman and Ingram (1991) as well as Herrington and Lomax (1999) found that the relationship between employee satisfaction and customer orientation was weak. By contrast, Wagenheim and Anderson (2008) did not find a relationship between job satisfaction and customer orientation. Drawing on that, the researcher argues that it is not definite that the link between employee satisfaction and customer orientation will be applicable in practice. The researcher believes that this model over-emphasized the issue of employee satisfaction. Model 1 could have suggested a link between internal marketing and employee commitment to reduce the focus on employee satisfaction. This could be an appropriate part of an internal marketing model based on the empirical evidence provided by Caruana and Calleya (1998) and Davis (2001). 
Furthermore, model 1 suggested that employees should be involved and participating in the process of decision making or resolving problems and goal setting. In this case employees will have the feeling of identification with the organization and then will be more satisfied. Empirical evidence suggests that there is a link between employee participation and employee satisfaction (Bhatti and Qureshi, 2007). It is worth noting that there are other human resource management practices that can be used to address employee needs and satisfaction, apart from employee participation and involvement. For example, employee recruitment, employee training and internal communication were not considered in model 1. The conceptual framework developed for this research takes these elements into account, as will be discussed later. 
2.9.2. Model 2 of Ahmed and Rafiq (2002)

While the main focus of model 1 was on employee satisfaction, this model sheds light on how internal marketing can be used to develop customer orientation among employees (figure 2). The main characteristics of model 2 are:
· Customer orientation can be created among employees by supportive management which focuses on using recruitment activities to take on motivated and customer-oriented employees, providing staff with training activities, allowing them the opportunity to participate in decision making and granting them some discretion over their tasks. 

· Internal marketing elements such as supportive recruitment practices, training, participative management and employee discretion will improve employee satisfaction and consequently, the customer orientation of employees.

· Grönroos (1981) argued that employees in services become involved in ‘interactive marketing’. Consequently, it is important that they are responsive to customers’ needs (Grönroos, 1981). He recognized that buyer-seller interactions have an impact on the purchasing and repeat purchasing decisions of customers. In addition, buyer-seller interactions will provide a marketing opportunity for the organization (Grönroos, 1981). Building on this, this model suggested that customer-oriented employees will be able to take advantage of the resulting interactions between contact employees and customers and consequently increase sales. 

· Developing customer-oriented employees through internal marketing will encourage staff to interact well with customers, which in turn will lead to the delivery of better service quality, increased customer satisfaction and increased profits. 

· Employees need to be informed of any changes in marketing strategies and campaigns before they are launched on the external market. In this way, staff understand and realize the importance of their role in the service production and delivery process and consequently become customer-oriented. This also requires supportive management. 

Figure 2: Ahmed and Rafiq’s model 2
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Source: Ahmed and Rafiq (2002, p. 16)

Model 2 took into account Grönroos’ (1981) idea of using internal marketing to create customer-oriented people. As shown by the model, customer orientation can be achieved through internal communication, recruitment, training, and discretion in order to achieve customer satisfaction and increase profitability. However, this model seems to complicate the way internal marketing can be used to increase profitability and the inclusion of aspects such as good interaction and interactive marketing may make it a difficult model to test. Specifically, this model suggested an indirect link between internal marketing and increased profitability. Increased profitability could be achieved through three routes:
· Internal marketing (training, participative management and discretion) was linked to employee satisfaction, customer orientation, better perceived service quality through interaction between employees and customers, customer satisfaction, and increased profitability.

· Internal marketing (internal communication, supportive recruitment practices, training and employee discretion) was linked to customer orientation, increased sales through interactive marketing and increased profitability. 

· Internal marketing (internal communication, supportive recruitment practices, training and employee discretion) was linked to customer orientation, better perceived service quality through interaction between employees and customers, customer satisfaction, and increased profitability. 

The researcher argues that it would have been more logical to suggest a direct link between internal marketing and a firm’s performance, or internal marketing, customer orientation and a firm’s performance. In this regard, Hwang and Chi (2005) found that internal marketing had a positive impact on firm performance (profits). 

In addition, model 2 did not link internal communication and employee training with employee satisfaction, although it suggested that internal marketing (employee training, participant management and discretion) would lead to employee satisfaction. This implies that the model is an attempt to eliminate the focus on employee satisfaction; however, it fails to provide a justification for not linking all elements of internal marketing to employee satisfaction. So the question here is: why did the model particularly link each of employee training, participant management and discretion with employee satisfaction? Why did it not clearly include arrows to link both employee recruitment and internal communication with employee satisfaction? This model is inconclusive in the way it shows that internal marketing can be used in practice.  
2.9.3. Model 3 of Ahmed and Rafiq (2002)

This model combines models 1 and 2 (figure 3). It has a number of additional features such as the relationship between customer satisfaction, customer loyalty, and increased profits. Also, profits can be increased through word of mouth promotion by satisfied customers. The main characteristics of model 3 are:
· Treating jobs as products, by adopting recruitment, training, participative management and employee discretion, is linked to employee satisfaction and customer orientation. 

· The application of marketing-like techniques within the organization is linked to customer orientation. 

· The relationship between customer satisfaction and customer loyalty and increased profits, which can be increased through word of mouth promotion by satisfied customers. 

· Good communication between marketing and contact employees is linked to customer orientation.

Consequently, Ahmed and Rafiq (2002) believed that this model has some advantages over the previous models. These advantages are: 
· Models 1 and 2 are not competing models; they highlight different aspects of internal marketing. This model has taken these differences to suggest a more comprehensive conceptualisation of internal marketing.

· This model suggests a large number of linkages which may to be empirically tested. 

· It shows the mechanism by which internal marketing can be implemented in practice. 

· It gives a more complete view of internal marketing. 
Figure 3: Ahmed and Rafiq’s model 3
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Source: Ahmed and Rafiq (2002, p. 17)

Model 3 is complicated as too many linkages have been identified. This may cause difficulties because of the research effort required to test it. In addition, it may not be possible for practitioners to apply it in practice. Model 3 suggests that not only does customer satisfaction lead directly to increased profitability, but it can also be achieved through customer loyalty. There is no strong empirical evidence of these relationships. Hallowell (1996) found a weak relationship between customer satisfaction, loyalty and increased profits. The researcher believes that direct links between customer orientation and customer satisfaction and between customer satisfaction and increased profits might have been more comprehensible and testable. 
Moreover, while models 1 and 2 suggested a link between employee satisfaction and customer satisfaction, model 3 argued for the same relationship but in the opposite direction that is customer satisfaction was linked to employee satisfaction, but without any justification given. Thus, the models contradict one another, and this may hinder the work of practitioners and researchers with regard to these linkages. Building on that, there was inconsistency in the way internal marketing can be used in practice and its effects within the organization. 
2.9.4. Model 4 of Ahmed and Rafiq (2002) 

This model focuses on the use of internal marketing to develop customer orientation among employees (figure 4). In it, the centrality of customer orientation reflects its important role in achieving customer satisfaction and consequently organizational goals. Also, it suggests that internal marketing includes marketing-like activities and employee empowerment. Ahmed and Rafiq (2002) identified a few linkages in this model:
· Job satisfaction is linked to service quality indirectly via customer orientation.

· The use of a marketing-like approach will motivate employees and achieve inter-functional co-operation.

· Internal marketing activities, such as marketing-like activities and employee empowerment, will result in job satisfaction and customer-oriented employees.  

· Customer orientation and job satisfaction will lead to customer satisfaction. 

Ahmed and Rafiq (2002) believed that empirical evidence regarding the relationships identified in this model is limited and mixed. Therefore, they suggested that an empirical test be performed.

Figure 4: Ahmed and Rafiq’s model 4

Source: Ahmed and Rafiq (2002, p. 20)

Model 4 broadened the scope of internal marketing so that it could be used as a tool to ensure an effective implementation of strategy (Ahmed and Rafiq, 2000), which is an important element of market orientation (Kohli and Jaworski, 1990). The emphasis is on tasks needed for the effective implementation of marketing and other management programmes and it does this by recognizing the important role of employees in achieving customer satisfaction (Minar et al., 2008). Ahmed and Rafiq (2000) argued that internal marketing could be used as an implementation tool that treats all employees as a resource for the marketing function and that it could be used as a general tool for any kind of strategic implementation as a result of reducing inter-functional co-ordination and overcome resistance to change. This is because no function can operate in isolation and in a successful internal marketing programme functions need each other to operate effectively (Brink and Berndt, 2008). 
Also, Varey and Lewis (1999) argued the need for a wider conception of internal marketing, which includes human resource development, employee relations, strategic management, quality management, corporate communications and macro marketing. Despite the fact that internal marketing can be a mechanism for acquiring inter-functional co-ordination, there is a lack of research on how such co-ordination can be achieved (Gray and Hooley, 2002). The researcher believes that model 4 should have defined what was meant by inter-functional co-ordination and how this goal might be reached.

Moreover, the central element of model 4 is customer orientation as it is one of the main aims of using internal marketing to achieve the organizational objectives of service quality and customer satisfaction. Nevertheless, model 4 did not take into account other elements of internal marketing such as internal communication, training, and recruitment that were suggested in models 2 and 3. These elements have been adopted in internal marketing research and their impact on customer orientation tested. In this sense, this model is simpler but unconvincing as it does not justify the inclusion of employee empowerment alone. It is necessary to ask why other elements were not considered. In this research, the conceptual framework considers employee empowerment as well as internal communication, training, recruitment and marketing tools and suggests a link between them and customer orientation, as will be discussed later.
Thus, these models are conceptual and aim to show different ways of using internal marketing within an organization, and it is therefore not definite that they will be successful in practice. They use different constructs of internal marketing and suggest various sets of outcomes, and they are untested empirically and have not been developed since 2002. This raises some questions. For example, do they really reflect how internal marketing can be used and how it can succeed in practice? Can they be tested through research efforts and used to expand research in the internal marketing area? Are they more appropriate for the service sector than other sectors? Which one is more applicable and why? More research needs to be conducted to identify which of these models can be adopted. 

One of the ideas raised by these models is that internal marketing can lead to customer-oriented employees, which is the main focus of this research. Consequently, the way these models argue in favour of the link between internal marketing and customer orientation will be considered when discussing the conceptual framework of internal marketing developed for this study. The conceptual framework of internal marketing will be considered next. 
2.10. The conceptual framework of internal marketing

This conceptual framework (see figure 5 on page 60) was developed based on the literature review presented earlier and the models of internal marketing proposed by Ahmed and Rafiq (2002). Ahmed and Rafiq (2002) developed a number of models to show the way internal marketing can be applied within organizations and the outcomes following its implementation. This was driven by the fact that no one definition of internal marketing had been agreed upon by researchers. Also, a clear identification of internal marketing practices that can be used to encourage employees to become customer-oriented personnel was absent. Consequently, these models are important and serve as guidance towards developing more conceptual frameworks in order to clarify the mechanism through which internal marketing can be used in practice.  

The researcher referred to internal marketing models suggested by Ahmed and Rafiq (2002) to support the linkages between internal marketing elements and customer orientation suggested in this conceptual framework. For example, model 2 showed that internal communication, recruitment, training and employee discretion were linked to customer orientation. Model 3 added that using marketing tools internally would lead to customer orientation. Model 4 suggested that using marketing tools inside the organization and employee empowerment would lead to customer orientation. However, Ahmed and Rafiq’s models did not emphasize the role of internal marketing in developing customer orientation among employees. They showed various ways of using internal marketing and identified different outcomes of its implementation in practice. For instance, model 1 did not suggest any link between internal marketing and customer orientation, but rather it focused on using internal marketing to achieve employee satisfaction. In addition, internal marketing would lead to increased sales and profits (models 2 and 3), employee satisfaction (models 1, 2, 3 and 4), customer satisfaction (models 1, 2, 3 and 4), service quality (models 1, 2 and 3), competitive advantage (model 1), interactive marketing (models 3 and 4) and inter-functional co-operation (model 4). Consequently, the link between internal marketing and customer orientation was not the main focus of Ahmed and Rafiq’s models. 

While this research aimed to explore internal marketing and its role in developing customer orientation among employees, these outcomes were not included in the conceptual framework developed for this study as they were not the focus of this piece of work. This research aimed to explore internal marketing and its role in developing customer orientation among employees in small insurance brokers, therefore, the researcher developed a conceptual framework to focus on the link between internal marketing and the customer orientation of employees. To achieve this, the researcher identified a set of internal marketing elements, namely internal communication, employee recruitment, employee training, employee empowerment and marketing tools including internal market research and segmentation as discussed earlier in this chapter. In addition, customer orientation is considered as the main aim of internal marketing (Grönroos, 1981; George, 1990; Stauss and Schulze, 1990; Papasolomou, 2006). So, the conceptual framework proposed a link between each element of internal marketing and the customer orientation of employees. 
Thus, the conceptual framework of internal marketing developed in this research focused on the link between internal marketing and customer orientation of employees.  
In this section, the definitions of these components and their links with customer orientation will be considered. 
2.10.1. The definition of internal marketing 

Internal marketing in this research was defined based on three key ideas: 
· Internal marketing aims to create customer orientation among employees (for example, Grönroos, 1981; George, 1990; Stauss and Schulze, 1990; Woodruffe, 1995; Papasolomou, 2006).

· Internal marketing and human resource management functions may have common practices (George and Grönroos, 1989; George, 1990; Berry and Parasuraman, 1991; Joseph, 1996).

· Internal marketing may involve the use of marketing techniques within the company (for example, Grönroos, 1985; Barnes, 1989; Piercy and Morgan, 1990; Ahmed and Rafiq, 1995). 

Building on this, this research defined internal marketing as:
“A set of activities adopted by a company to create customer-oriented employees. These activities include internal communication, employee recruitment, employee training, employee empowerment and internal market research and segmentation” (section 2.7).
2.10.2. The definition of customer orientation

The definition of customer orientation was based on three main ideas including putting the customer first (Deshpande et al., 1993; Christopher et al., 1993), satisfying customer needs (Saxe and Weitz, 1982; Hennig-Thurau and Thurau, 2003) and positive attitudes towards customers (Williams and Attaway, 1996; Bettencourt and Brown, 1997; Brown et al., 2002; Hennig-Thurau and Thurau, 2003). Developing this, this research defined customer orientation as: 
“Employees’ willingness to meet customers’ needs by expressing positive attitudes towards them, putting them first and giving their satisfaction priority over increasing sales” (section 2.8).  

Thus, the main focus of this conceptual framework is on the link between internal marketing and customer orientation. This link is divided into five sub-linkages:
· The link between internal communication and customer orientation;

· The link between employee training and customer orientation;

· The link between employee recruitment and customer orientation;

· The link between employee empowerment and customer orientation; and

· The link between internal market research and segmentation, and customer orientation.
2.10.3. The link between internal marketing and customer orientation

This conceptual framework suggested a link between internal marketing and customer orientation. Several studies on internal marketing have proved that internal marketing has resulted in the development of customer orientation among employees (Berry, 1981; Grönroos, 1981; Richardson and Robinson, 1986; Payne and Helman, 1992; Ballantyne, 1996; Broady-Preston and Steel, 2002; Papasolomou and Kitchen, 2004; Papasolomou, 2006; Papasolomou and Vrontis, 2006). In addition, internal marketing models (2, 3, 4) developed by Ahmed and Rafiq (2002) suggested a direct link between internal marketing and the customer orientation of employees. 

This research focuses on the link between internal marketing and customer orientation. Thus, according to this model, internal marketing, in terms of all its components (internal communication, employee recruitment, employee training, employee empowerment and internal market research and segmentation), is linked to customer orientation.
2.10.3.1. Internal communication and customer orientation

This research defined internal communication as “the process by which people interact, exchange ideas, and share information in order to increase their awareness of their job’s objectives” (section 2.7.1). Research on internal marketing highlighted the role of employee communication in developing customer orientation among employees. For example, Payne and Helman (1992) found that internal marketing in practice was concerned primarily with communication in order to develop customer orientation among employees. In other words, information sharing with employees will influence the knowledge, attitudes and behaviours of employees (George, 1990; Stauss and Hoffman, 2000; Grönroos, 2000). The knowledge and attitudes of employees will be clear when employees behave responsively and independently to serve customers in a customer-oriented manner, to actively gather information and pass it on and to contribute to the internal dialogue of their companies (Stauss and Hoffmann, 2000). In this regard, Palmer (2001) stressed the importance of sharing information with employees because it is necessary to generate consent and moral involvement by employees. 

According to Ahmed and Rafiq’s (2002) model 2, providing employees with information about changes in marketing strategy is vital in enabling employees to realize the importance of their role in the service delivery process and encouraging them to become customer-oriented employees. Cahill (1996) believed that internal communication is imperative because it is crucial that employees know what is happening so that they can carry out tasks effectively; then both internal and external customers are well served by the organization. 

Ahmed and Rafiq’s (2002) models 2 and 3 focused on the idea of pre-launching information regarding marketing campaigns in order for employees to realize the importance of their roles. The internal information must be effective, employees should be informed before the customers, and this information must be understood (Grönroos, 1981). This will encourage employees to become motivated and customer-oriented people (Grönroos, 1981; Ahmed and Rafiq, 2000). Consequently, this conceptual framework suggests that internal communication is linked to customer orientation.
2.10.3.2. Employee recruitment and customer orientation

This research defined employee recruitment as “the process of recruiting the right people who fit the values of the organization to fill a vacancy within the organization” (section 2.7.2). Research on internal marketing highlighted the role of employee recruitment in developing customer orientation among employees. For example, Richardson and Robinson (1986) found that replacing customer contact employees with more suitable personnel who are not task orientated people in a retail bank resulted in more customer orientation among employees, happiness at work and better service quality delivered to customers. 
Broady-Preston and Steel (2002) found that the internal marketing programme within public libraries in London focused on recruiting customer-oriented employees, that is employees with high levels of expertise, good customer care skills and communication skills, in order for the internal marketing programme to be implemented successfully. In addition, Ahmed and Rafiq’s (2002) models 2 and 3 suggested that customer orientation can be created among employees by using recruitment activities to take on motivated and customer-oriented employees. Accordingly, this conceptual framework suggests that employee recruitment is linked to customer orientation. 
2.10.3.3. Employee training and customer orientation

This research defined training as “the process of preparing employees to perform their tasks efficiently by providing them with the right knowledge and developing their marketing skills” (section 2.7.3). Research on internal marketing focuses on the role of employee training in encouraging employees to behave in a customer-oriented manner. For instance, Grönroos (1981) strongly highlighted the significance of employee training programmes and seminars in fostering the right attitudes to encourage staff to behave in a customer-oriented manner. Lewis (1989) claimed that in order for a company to be successful with its internal marketing programme, particularly to create customer-oriented employees, the company has to train its staff to enhance their skills, to encourage customer orientation, and to supervise and evaluate their performance. Papasolomou and Kitchen (2004) found that providing employees with knowledge through training schemes and education sessions encouraged them to have positive attitudes towards customers. 

Also, Papasolomou and Vrontis (2006) found that there was a relationship between employee training and the development of customer orientation among employees within the bank they studied. Along the same lines, Papasolomou (2006) found that employee training programmes helped to instil the idea of customer orientation in employees’ minds as a prerequisite to customer satisfaction within banks. Moreover, Ahmed and Rafiq’s (2002) models 2 and 3 suggested that employee training as an internal marketing activity will lead to the creation of customer-oriented people. For these reasons, this conceptual framework suggests a link between employee training and customer orientation. 

2.10.3.4. Employee empowerment and customer orientation

This research defined employee empowerment as “allowing employees to enjoy responsibility, freedom and control over their tasks and authority to participate in decision-making” (section 2.7.4). Bowen and Lawler (1992) found that an increase in empowerment levels resulted in an increase in customer orientation because empowered employees were more satisfied with their job and, therefore, were more enthusiastic to serve their customers. This in turn resulted in a quicker response to customers’ needs and increased customer satisfaction (Bowen and Lawler, 1992). 

Bateson (1995) claimed that empowered employees are more customer-oriented people and interact with customers with more warmth and enthusiasm. Also, empowered employees have a great source of ideas about how best to serve the customer, are much quicker in responding to customers’ needs, are more likely to respond positively to service failure and tend to feel better about their jobs and themselves (Bateson, 1995). Sood and Lings (2004) believed that allowing customer-contact employees to use their discretion whilst serving customers has many positive consequences for the way front line employees interact with their customers. Papasolomou (2006) suggested that allowing customer-contact employees the authority to make decisions and take action in problematic situations would encourage them to become more responsive to customer needs and subsequently, perform more effectively and in a customer-oriented manner. 

Moreover, Ahmed and Rafiq’s (2002) model 1 suggested that employee involvement and participation in decision making would lead to the attraction and retention of customer-oriented employees. Their model 2 suggested that allowing employees a degree of discretion over their tasks would motivate employees and encourage them to become customer-oriented people. Models 3 and 4 proposed that empowerment is linked to the customer orientation of employees. Drawing on this, this conceptual framework suggests that employee empowerment is linked to customer orientation. 
2.10.3.5. Internal marketing research and segmentation and customer orientation
This research defined internal market research as “the task of investigating employees’ needs, requirements and attitudes as an attempt to satisfy them” (section 2.7.5). On the other hand, internal market segmentation was defined as “the task of segmenting service employees into groups according to their needs in order to facilitate meeting these needs” (section 2.7.5). 
Internal marketing literature advocated the use of marketing techniques within the organization in order to develop customer orientation among employees (for example, Grönroos, 1985; George, 1990; Piercy and Morgan, 1990; Ahmed and Rafiq, 1995). In addition, Berry (1981) found that internal market research and segmentation motivated employees to behave in a desired way; that is, a customer-oriented way. 
Also, Asif and Sargeant (1998) suggested that the adoption of internal marketing research would encourage employees to behave in a customer-oriented manner. In support of this, Ahmed and Rafiq’s (2002) model 4 suggested that the use of marketing techniques within the organization is linked to customer orientation. Drawing on this, this conceptual framework suggests that internal market research and segmentation are linked to customer orientation. 
Figure 5: The conceptual framework of internal marketing
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The conceptual framework presented above shows how the components of internal marketing are linked to customer orientation. This research will examine internal marketing within small insurance brokers in the UK because research on internal marketing in small insurance brokers is limited, as will be discussed next. 
2.11. Studies conducted into internal marketing

The table below presents a comprehensive summary of studies into internal marketing, which has been variously defined. It has been interpreted by some as the treatment of employees as customers (Gummesson, 1987), by others as the use of marketing tools inside the organization (Barnes, 1989; Piercy and Morgan, 1990; Ahmed and Rafiq, 1995), and by others as the use of human resource management functions (Ewing and Caruana, 1999; Tansuhaj and Wong, 1987; Tansuhaj et al., 1991; Caruana and Calleya, 1998; Asif and Sargeant, 1998; Quester and Kelly, 1999; Davis, 2001). However, a limited number of authors have defined it as the use of marketing tools inside the organization, alongside some human resource management practices (Ahmed et al., 2003). These studies have all interpreted internal marketing differently, based on their own reading of the literature, which contains no single, concise definition of the term. Thus, the definitions of the listed authors are related to the context of their studies. 

Some of these studies investigated the level of awareness of the term internal marketing and its use within the organization. Piercy and Morgan (1990), for example, found that the term was not widely used within the organization and that it was not successfully applied because marketing managers were not aware of the importance of communicating with employees about marketing plans and strategies. Tansuhaj et al. (1991), in their work, found that internal communication was informal and employees’ training needs were not met. This was because the company did not have sufficient resources to invest in internal marketing (Tansuhaj et al., 1991). Although the study by Tansuhaj et al. (1991) was conducted on Credit Unions in the USA and Piercy and Morgan’s (1990) study took place in the Cardiff Business School in the UK, differences regarding sector and place had no impact on findings concerning the way internal marketing was used. Both studies found that internal marketing was somehow informal, although both were conducted in large firms where formality is expected to manifest internal marketing activities. On the other hand, Asif and Sargeant (1998) found that in UK banks there was a lack of understanding of the employees’ needs as well as an absence of internal market research. Also, there was a lack of awareness of the term internal marketing among the interviewees. They found that internal marketing was relevant to managing internal change, managing the impact of organizational change on external service quality, managing internal relationships to enhance external service quality, matching the right people with the right jobs and enhancing the level of employee participation and empowerment. Similarly, Broady-Preston and Steel (2002) found that librarians did not use the term internal marketing and only two managers out of six were aware of it. They discovered that the interviewees’ understanding of internal marketing was focused on the necessity of marketing the service to local authority members in order to secure resources and improve the library profile. In addition, many interviewees highlighted the importance of employees in providing good service but did not relate this to internal marketing (Broady-Preston and Steel, 2002). 
In the same vein, Opoku et al. (2009) found that employees and managers had poor perceptions of the term internal marketing in Ghanaian banks. Their research sample consisted of ninety employees and ten managers, while Broady-Preston and Steel’s (2002) sample consisted of six managers. Opoku et al. (2009) used quantitative research analysis to examine the relationship between interviewee status and the perception of internal marketing (employee organization, external customer satisfaction, external marketing technique and knowledge transfer), while Broady-Preston and Steel (2002) used qualitative research methods to investigate the understanding and use of internal marketing in public libraries. Despite these differences, both studies reported that there was a poor understanding of the term internal marketing amongst interviewees in large firms. 
The above is thought provoking and leads the author to question whether small businesses are aware of the term internal marketing, and how they perceive it, as well as whether internal marketing is formal or informal and whether the factors that have an impact on its implementation can be identified. These questions mainly arise due to the lack of research into internal marketing in small firms as most studies have been conducted in large companies. Only a limited number of studies have investigated internal marketing in small firms. Significant amongst these is the work of Quester and Kelly (1999) who investigated the use of internal marketing in medium sized firms. Internal marketing in this case included reward, communication, training and educational schemes. The results indicated that the use of internal marketing techniques varied according to the size of the firm. Quester and Kelly (1999) found that larger financial firms were significantly more likely than smaller firms to use formal internal market research to assess employees’ needs and the effectiveness of internal marketing activities. Consequently, there is a gap in the literature on internal marketing in small firms. Quester and Kelly (1999) believed that until their study, it had been assumed that internal marketing was restricted to medium and large firms. In other words, research into internal marketing had neglected firm size as a factor (Barnes and Morris, 2000). In addition, the study conducted by Quester and Kelly dates back to 1999, indicating that internal marketing in small firms has not been researched for the past ten years.

From the above, the size of the firm as a variable influencing the implementation of internal marketing requires further investigation. Furthermore, as Quester and Kelly’s (1999) study was conducted in the financial services sector in Australia, further research is needed to explore internal marketing in small financial services in the UK. 

Table 1
Research into internal marketing
	Studies conducted into

 internal marketing
	Summary of the findings



	Tansuhaj and Wong (1987) investigated the relationship between internal marketing and customer satisfaction in banks in Thailand.
	Internal marketing included employee training programmes, communication between management and employees and reward systems. The study found that internal marketing appeared to have a significant impact on customer satisfaction as the results indicated that banks with better internal marketing practices received a higher customer satisfaction rating. Also, the study found that domestic banks had stronger internal and external marketing programmes as judged subjectively by employees and customers. 


	Gummesson (1987) explored the role of internal marketing in changing organizational culture within Ericsson (telecommunication company) in the USA.

	Internal marketing focused on implementing the concept of the employee as customer within the organization by using internal communication. The study found that the implementation of the employee as customer concept created an acceptance of the Ericsson quality programme among employees. 

 

	Barnes (1989) proposed a model of internal marketing to be used to ensure that employees were committed to organizational goals and customers were receiving high service quality.

	Internal marketing was confined to applying the marketing mix (4Ps) within the organization. The study found that the internal marketing mix was linked to customer satisfaction and employee commitment. 

	Piercy and Morgan (1990) investigated internal marketing in the Cardiff Business School.
	Internal marketing was confined to applying the marketing mix within the organization. First, product (marketing strategies and plans). Second, price: what are internal customers asked to pay when they buy into the product? For example, the psychological cost of adopting key values and changing the way of doing the job. Third, communication: face to face presentation, plan summaries and reports. Fourth, distribution. The distribution channels included the physical venues at which the management delivered the products and communicated to employees, such as meetings, committees, training sessions, seminars, written reports. The findings indicated that internal marketing, as a term, was rarely used by marketing planners and was normally seen as a part of the marketing planning process. Also, the communication of marketing plans and strategies to other departments and staff was incomplete. In addition, marketing executives did not see any need to sell their marketing plans within their companies. Therefore, Piercy and Morgan (1990) suggested that internal marketing planners should formalise the internal marketing programme into product, price, communication and distribution issues in order to set goals and plans in parallel to the planning for customer markets.


	Tansuhaj et al. (1991) examined internal marketing in large organizations. A case study of Credit Union in the United States.
	Internal marketing programmes involved mainly internal training and communication. The study found that the company did not have sufficient resources to invest in internal marketing programmes, namely training and communication. In addition, internal marketing was rigid and centralised and employees’ needs were not taken into consideration as the training materials were prepared in response to training needs assessed by headquarters. Also, internal communication was informal and unstructured and all formal communications were prepared and distributed from the central office so that branch managers were not permitted to alter training or communication materials according to their needs. In addition, the study found that by focusing on applying the internal marketing concept, employees were satisfied, and customers were satisfied with the service quality delivered to them by employees. 

	Bak et al. (1994) conducted a case study on how internal marketing could be used to achieve the organizational goals of Virginia Blood Services. 
	Internal marketing focused mainly on management by team. The study revealed that internal marketing was effective in moving from an authoritative and bureaucratic decision making process to a more participant centred one. Management by team resulted in improved communication, increased morale and productivity and timely problem anticipation and problem solving. 


	Ahmed and Rafiq (1995) conducted a case study to examine how internal marketing could be applied to achieve organizational change in a large insurance company.

	Internal marketing consisted of the marketing mix (4Ps), internal market research and segmentation and internal positioning. The study found that internal marketing was successful in reducing employees’ resistance to organizational change.

	Carson and Gilmore (1995) considered the notion of organizational competencies for internal marketing and its role in managing and marketing to internal customers. 

	Internal marketing included internal communication, networks and organizational competencies. The research found that internal communication and networking were used to build managers’ competencies in their new departments.

	Harrell and Fors (1995) presented a case study on industrial health and safety to emphasize internal marketing concepts that managers and staff should use to strengthen their internal contribution to company objectives.


	Internal marketing included management information systems and training to show how staff professionals could promote products and services to their management. The study found that staff unit managers in a range of disciplines (such as information systems, market research, data processing, education and training and other functions), who wanted to serve their internal public better, could effectively market their services internally by understanding and responding to internal decision processes and expectations. Moreover, internal customers would receive higher quality services if these staff functions focused their capabilities on meeting or exceeding management expectations. 


	Caruana and Calleya (1998) examined the effect of internal marketing on organizational commitment among managers in a retail bank in Malta.
	Internal marketing practices included vision, development and rewards according to Foreman and Money (1995). The results indicated that internal marketing in all its elements had impacted positively on the affective dimension of employee commitment. (Affective commitment focused on the emotional attachment of the employee to the organization and underlined the commitment of the employee to pursue the goals of the organization).


	Ewing and Caruana (1999) investigated the link between internal marketing and human resource management in the Australian public sector. 
	Internal marketing included vision, development and rewards as suggested by Foreman and Money (1995). The study found that there was a valid and distinct difference between internal marketing and human resource management effectiveness and that internal marketing was an important antecedent to human resource management. The results underlined the need for market orientation to exist within the organization in the sense that internal marketing should not be restricted to the marketing department. The interface between internal marketing and human resource management reflected the importance of functional co-operation, hence facilitating effective overall corporate strategy implementation.



	Asif and Sargeant (1998) examined the perception of internal marketing in high street banks in the UK.
	Internal marketing programmes included: managing internal change and internal relationships to enhance external service quality, ensuring that the right people are matched with the right jobs, employee participation in the development and implementation of policy, providing greater levels of empowerment for both managerial and operational grades within the bank, and internal marketing research. The results indicated that there was no evidence that internal marketing as a concept was fully understood by management, either at the junior or more senior levels, within each organization. Also, there was a little understanding of the needs of employees, and internal market research was noticeably absent. In addition, the results revealed a clear need for both institutions to adopt a more strategic perspective on internal marketing activity. Asif and Sargeant (1998) argued that failure to do so may result in a widening of the service gaps and failure to compete effectively in a market increasingly driven by the quality of the service demanded. 


	Quester and Kelly (1999) investigated internal marketing practices in the Australian financial sector.


	Internal marketing included reward, communication, training and educational schemes. The results indicated that the use of internal marketing techniques varied according to firm size. Specifically, larger firms were significantly more likely than smaller firms to use research to assess employees’ needs and attitudes and to assess the effectiveness of internal marketing activities. They were also more likely to use educational and motivational activities than smaller ones. In addition, there was no significant difference between large and small firms in the use of cash bonuses, conferences and reports. 


	Brookes et al. (1999) presented a model of service quality which was based on internal customer and internal supplier groups. The dimensions of internal service quality were identified and compared with the SERQUAL dimensions of external service quality which had been proposed by Parasuraman et al. (1988).

	Internal marketing was defined as the process of creating market conditions within the organization to ensure that internal customers’ wants and needs were met. Thus, the focus of internal marketing effort was on the management of relationships between internal customers and their internal suppliers. The study discovered that at least two types of internal customers existed within the firm. Also, internal customers who were involved in the direct creation of value for the external customer appeared to use different service quality dimensions to those used by support functions.

	Barnes and Morris (2000) explored quality awareness through internal marketing among French and English medium-sized enterprises.
	Internal marketing included internal market research, employees’ involvement in decision making, and participative management style that encourages communication flows freely in both directions. The findings indicated that mid-sized firms in the UK were more aware of internal marketing than mid-sized firms in France as they scored more highly than those in France with regard to employee involvement in defining organizational processes.



	Czaplewski et al. (2001) conducted a case study to describe the execution of internal marketing strategies at Southwest Airlines in the USA.

	They adopted the seven internal marketing elements suggested by Berry and Parasuraman (1991). The study found that the implementation of internal marketing at Southwest Airlines reflected the importance of employees in providing high service quality. 

	Davis (2001) investigated the impact of consultative and participative styles of management on internal marketing. 
	Internal marketing mix included performance appraisal, communication and information sharing, decision making, employee responsibility and involvement and relationship development. The research found that general managers, department managers, and individuals could use internal marketing to increase employee involvement in making decisions, making commitments and taking action. 


	Broady-Preston and Steel (2002) investigated the strategic application of internal marketing in public libraries in London.


	There was a lack of understanding of the term internal marketing. Also, internal marketing techniques included mission statements, culture, market orientation, strategy implementation and change management. The study found that the libraries appeared to lack both a clearly defined marketing orientation, and the strategies to deal with resistance to change that were necessary in an organization committed to internal marketing. The findings suggested that planned internal marketing efforts may help to improve the success of public library services. In order for internal marketing to be implemented successfully, public library managers need to overcome resistance to change and employees’ concerns with regard to the role and purpose of marketing within a service organization.


	Ahmed et al. (2003) examined internal marketing and the mediating role of organizational competencies.
	They proposed the concept of internal marketing mix or a set of controllable instruments inside the organization that can be used effectively to influence employees so that they can act in a customer-oriented way. In the model, organizational competencies mediated the relationship between internal marketing mix and business performance. Additionally, the model postulated that the application of a marketing-like philosophy and marketing-like tools internally moderates the relationship between internal marketing mix and organizational competencies. The study found that internal marketing mix was a reliable measure and strongly related to firm performance. It also supported the view that organizational competencies mediate the relationship between the internal marketing mix and firm performance. However, it was shown that employee satisfaction was not a significant mediator of the relationship between internal marketing mix and performance. 


	Longbottom et al. (2004) conducted an exploratory study on internal marketing in the financial service sector in the UK.
	Internal marketing included four elements. Market orientation, marketing-like techniques, employee relationship management, and creating value. The results indicated that the senior managers and staff displayed little recognition of internal marketing. They suggested that the aims of implementing internal marketing should be to understand, negotiate and align individual internal values with external values to deliver better quality to the external customer.


	 Zampetakis and Moustakis (2007) examined how internal marketing could be coupled with corporate entrepreneurship in the public sector in Greece.
	Internal marketing included job rotations, rewards and pay for performance, employee training and a service trial. Results derived from the conjoint analysis experiment indicated that the factor with the highest average importance to public servants was the ‘trial period’. This was followed in descending order by ‘employee training’ , ‘reward systems’ and ‘job rotation’.


	Opoku et al. (2009) investigated the impact of internal marketing on the perception of service quality in retail banking in Ghana.
	There was a lack of understanding of the term internal marketing. Also, internal marketing had a positive impact on service quality. 


Where studies of the implementation of internal marketing were considered above, studies of internal marketing and its relationship with the customer orientation of employees will be discussed next.
2.12. Studies conducted into internal marketing and customer orientation 

As identified in table 1 (see page 64-67), research has examined the implementation of internal marketing across different sectors and investigated its links with some organizational outcomes. The key findings derived from these studies indicated that internal marketing would lead to customer satisfaction (Tansuhaj and Wong, 1987; Barnes, 1989; Tansuhaj et al., 1991), employee satisfaction (Ahmed et al., 2003; Tansuhaj et al.,1991), employee commitment (Barnes,1989; Caruana and Calleya,1998; Davis, 2001), reduced organizational change (Gummesson, 1987; Ahmed and Rafiq, 1995; Broady-Preston and Steel, 2002), and improved levels of service quality (Czaplewski et al., 2001; Richardson and Robinson,1986; Barnes et al., 2004), and that internal marketing would enhance organizational performance (Ahmed et al., 2003). However, these are not the only outcomes of internal marketing an organization could aim to achieve. More importantly, a central theme to the philosophy of internal marketing is customer orientation. Table 2 (page 73-75) reviews a set of studies on internal marketing and customer orientation derived from the literature. Most of these studies showed that internal marketing activities were used in order to create customer orientation among employees in large organizations. For example, Berry (1981) found that internal marketing (using marketing tools inside the organization) led to the development of customer orientation among employees. Grönroos (1985) expanded the scope of internal marketing by focusing on some human resource management practices such as employee recruitment, employee training and internal communication in addition to using marketing tools within the organization. Grönroos (1985) found that internal communication improved the customer orientation of employees. Richardson and Robinson (1986) found that the use of internal marketing (internal communication, employee training, employee rewards and performance appraisal) improved the customer orientation of employees and enhanced relationships with customers as a result of better levels of service quality, while Broady-Preston and Steel (2002) found that internal marketing (employee recruitment and training) was used in order to develop staff and encourage customer orientation. Ballantyne (1996) and Payne and Helman (1992) focused mainly in their definition of internal marketing on internal communication, which they found played a role in developing customer orientation within the organization. In support of this, Papasolomou (2002) found that the absence of a formal internal communication policy prevented the development of customer orientation among employees. On the other hand, Papasolomou and Kitchen (2004) and Papasolomou (2006) found that the organizational structure had hindered the empowerment of employees to treat customers in a customer-oriented manner. 

Thus, these studies showed that different internal marketing activities can be used in order to encourage employees to behave in a customer-oriented manner in large firms. Thus, there is a lack of research into internal marketing and its role in developing customer orientation among employees in small firms. A review of these studies leads us to question whether the case is different for small firms. What are the most important activities of internal marketing that can be used to develop customer-oriented employees in small firms? Are they, for example, internal communication, based on Ballantyne (1996) and Payne and Helman (1992); using marketing tools inside the organization as suggested by Berry (1981); employee training, in line with Richardson and Robinson’s (1986) research; or employee recruitment as postulated by Broady-Preston and Steel (2002)? Also, if Papasolomou and Kitchen (2004) and Papasolomou (2006) found that organizational structure hindered the use of internal marketing (employee empowerment) to encourage customer orientation among employees, what will be the case in small firms? It is worth investigating factors influencing the adoption of internal marketing in small firms. Moreover, none of the studies presented in tables 1 and 2 considered investigating awareness of the term customer orientation either in large or in small firms. Consequently, further research is needed to investigate this in the latter case. This research aims to go further: to explore whether small firms are aware of the meaning of the terms internal marketing and customer orientation; to explore the way internal marketing is used and its role in developing customer orientation among employees; and to identify the factors that may have an impact on the use of  internal marketing in small firms.

According to Thomson and Whitwell (1993) there is a need for internal marketing in small firms. Quester and Kelly (1999) argued that small firms, where a greater interaction between employees and management exists, are likely to use informal internal marketing activities. Large firms, however, tend to implement a wide range of formal internal marketing activities due to the cost effectiveness of reaching a larger number of employees with more formal approaches (Quester and Kelly, 1999). Moreover, while large firms may use both internal marketing activities and other initiatives (such as customer service departments) in order to reinforce the importance of customer orientation to employees and improve customer satisfaction, small firms may rely solely upon these initiatives (Quester and Kelly, 1999). This is because, when compared to large organizations, small firms may not be prepared to spend on formal internal marketing programmes, because implementing internal marketing potentially involves high costs which outweigh the perceived benefits for small companies (Quester and Kelly, 1999).  

Small firms are usually characterised by relatively simple organizational structures, which limit access to the benefits of the customer orientation concept (Appiah-Adu and Singh, 1998). Stokes and Blackburn (1999) believed that small business marketing activities involve informal, unplanned actions that rely on the intuition and energy of the owner-manager to make things happen. Nevertheless, marketing scholars and managers argue that a business which improves its customer orientation will enhance its performance (Appiah-Adu and Singh, 1998). A customer orientation strategy could provide smaller firms, which are often characterised by ad hoc and short-term decision-making tactics, with an organization-wide focus for formulating objectives, guiding decisions and directing actions (Appiah-Adu and Singh, 1998). In other words, it is contended that customer orientation is a vital determinant of success for small firms because generally they lack the financial resources to explore other sources of business profitability, such as research and development, competitive advantage, low cost leadership, or the skilled staff needed to develop effective planning strategies (Pelham and Wilson, 1996). 
Most studies presented in tables 1 (page 64-67) and 2 (page 73-75) adopted a qualitative research approach, such as the interview (see, for example, Asif and Sargeant, 1998; Broady-Preston and Steel, 2002; Papasolomou and Kitchen, 2004; Barnes and Morris, 2000, and Papasolomou, 2006). Case studies were used by Berry (1981), Grönroos (1985), Piercy and Morgan (1990), Bak et al. (1994) and Ahmed and Rafiq (1995). However, there are still differences between these studies with regard to the number or duration of interviews and the data analysis techniques employed. For instance, while Asif and Sargeant (1998) used a software programme (AQUAD) to analyse their qualitative data, Papasolomou and Kitchen (2004) used grounded theory for their analysis and Barnes and Morris (2000) adopted content analysis. Although these studies involved interviews, the duration of the interviews varied. For example, Papasolomou and Kitchen’s (2004) interviews lasted for one hour and twenty minutes while Barnes and Morris’s (2000) lasted for thirty minutes. These differences could relate to the difficulty of gaining access to the companies under study. Regardless of the way the data was analysed, the qualitative research approach was considered appropriate in the internal marketing domain. The researcher believes that this was because most of these studies were exploratory in nature. Despite this, a few studies used quantitative research methods because they aimed to identify the impact of internal marketing on specific aspects, such as performance. For instance, Hogg et al. (1998) used a questionnaire and statistical analysis to investigate the impact of introducing the Investing in People Programme. Similarly, Ahmed et al. (2003) employed a questionnaire and quantitative data analysis in their study of the impact of internal marketing on performance. Also, Barnes et al. (2004) used questionnaires to investigate the link between internal marketing and service quality perceived among employees. Thus, the aim of the research was the main consideration in the researchers’ decisions with regard to data collection and analysis. Qualitative research has frequently been adopted in investigations into internal marketing in large firms, which highlights its appropriateness to the field. Consequently, in an attempt to fill the research gap, a piece of qualitative research on internal marketing in small firms would appear to be worthwhile.
Moreover, several studies on internal marketing have been conducted in large organizations such as the public sector (Ewing and Caruana, 1999; Zampetakis and Moustakis, 2007), universities (Piercy and Morgan, 1990), public libraries (Broady-Preston and Steel, 2002), airlines (Czaplewski et al., 2001), consulting firms (Barnes et al., 2004), telecommunications companies (Gummesson, 1987), health (Harrel and Fors, 1995; Bak et al., 1994) and lift companies (Grönroos, 1985). In addition, some studies have targeted the financial services sector, looking at banks (Tansuhaj and Wong, 1987; Caruana and Calleya, 1998; Asif and Sargeant, 1998; Quester and Kelly, 1999; Longbottom et al., 2004; Berry, 1981; Richardson and Robinson, 1986; Ballantyne, 1996; Papasolomou, 2002; Papasolomou and Kitchen, 2004; Papasolomou, 2006; Papasolomou and Vrontis, 2006), Credit Unions (Tansuhaj et al., 1991), and insurance companies (Ahmed and Rafiq, 1995). In contrast, there is a lack of research on internal marketing in small insurance brokers. 

A review of the studies presented in tables 1 and 2 allows us to hypothesise on how small insurance brokers use internal marketing, and on what an investigation into internal marketing and customer orientation in small insurance brokers will find. Small insurance brokers are encountering challenges in the market such as increasing customer demands for high levels of customer service, the enforcement of the FSA regulations and increased competition from large brokers (Blackham and Blackham, 2000; Cornell, 2000; Tonkin, 2000; Cliff, 2005). As a result, the number of small insurance brokers has been declining (Faulkner and Gray, 2005; Cornell, 2005). Internal marketing may be beneficial for small insurance brokers’ survival in the insurance market. Hence, there is a gap in the research into internal marketing with respect to small scale organizations, including insurance brokers. This research will contribute to existing knowledge by examining internal marketing and customer orientation in small insurance brokers in the UK.
Table 2
Studies into internal marketing and customer orientation 

	Research conducted into internal marketing and customer orientation

	The research findings 



	Berry (1981) investigated internal marketing in a UK retail bank.


	Internal marketing involved internal market segmentation, internal market research and advertising. The study found that the bank segmented employees into two groups according to their needs with regard to flexible working hours and cafeteria benefits. Internal market research was used to identify employees’ needs. The study found that designing advertising programmes to influence, educate, and motivate employees could shape their perceptions of the company and encourage them to behave in a customer-oriented manner. 


	Grönroos (1985) investigated internal marketing in two lift organizations in the UK.
	Internal marketing included employee training, internal communication, job description and recruitment policy, internal market research and segmentation. The research found that internal communication had improved the customer orientation of employees. 


	Richardson and Robinson (1986) presented a carefully designed and implemented internal marketing programme to investigate the impact of internal marketing on customer service in a retail bank. 

	Internal marketing included training, rewarding, performance appraisal and communication. The study found that internal marketing had led to the creation of customer orientation among employees and improved service quality, as revealed by the enhanced relationships arising out of the programme.

	Tansuhaj et al. (1988) explained clearly the integration of internal and external marketing functions.  
	They presented a service marketing management model consisting of five elements: internal marketing, employee attitudes, employee behaviour, external marketing, and customer attitudes and behaviours. The research found that internal marketing had an impact on employees’ attitudes and behaviours, which in turn had an impact on the external marketing programme.


	Payne and Helman (1992) investigated the adoption of internal marketing programmes in organizations in the UK.
	Internal marketing was confined to employee communication. The study found that there was a considerable variation in the ways in which internal marketing was practiced due to the differences in organizational culture and needs. Good communications and top management support were critical success factors. Internal marketing played a significant role in creating a market oriented organization, reducing conflict within the organization and creating the innovative spirit. The findings revealed that internal marketing did exist but there was still confusion about its formalisation and benefits.


	Ballantyne (1996) describes the internal marketing approach undertaken by the bank.
	The bank launched an initiative named the ‘customer service improvement programme’ that was aimed at changing staff attitudes by using formal communications and staff involvement in internal changes to policies and procedures. Internal marketing implementation resulted in the development of customer orientation among employees and consequently successful external market performance.  



	Hogg et al. (1998) examined the impact of internal marketing implementation on corporate culture in medium-sized firms in the UK.
	Internal marketing practices involved primarily the Investors In People (IIP) scheme, which included internal communication, training, staff appraisal and feedback. The results indicated that although there was a broad understanding amongst employees of the objectives of their organizations, there was a resistance to the credibility of cultural change. However, the study found that IIP could be used to some extent in transmitting new as well as reinforcing existing organizational messages. IIP had an impact on the employees’ perceptions of outstanding customer service as a critical factor in the organization’s success. 


	Papasolomou (2002) investigated internal marketing implementation in the UK retail bank.
	Internal marketing practices were confined to internal communication in order to create customer orientation within the bank. The research found that the bank did not have a formal internal communication policy, which led to the failure to create customer awareness among employees and rather to confusion, misunderstanding and fragmentation of the message and frustration among employees. In addition, the internal marketing approach adopted by the bank encouraged a sales orientation as sales targets tended to take priority over attention to customer focus and service quality. 


	Broady-Preston and Steel (2002) investigated internal marketing application in public libraries in London.
	Internal marketing practices included selection and recruitment, performance appraisal and rewards. The results demonstrated that all libraries had processes in place to recruit, train and develop staff. Although financial rewards are identified in the literature as a means of motivating employees, in the case of public libraries, the major incentives were non-monetary. Also, in public libraries, limited budgets often precluded the use of expensive advertising campaigns. Therefore, it is important for libraries to focus on internal marketing as a prerequisite for successful external marketing. The quickest and easiest way to create a positive image amongst external customers is through motivated, skilled, committed and customer-oriented people.


	Papasolomou and Kitchen (2004) investigated internal marketing implementation in banks in the UK.
	Internal marketing involved employee training and employee empowerment. The research identified a lack of formal plans for internal marketing. The way internal marketing was used within the banks created internal resistance among employees and a feeling of internal discrimination due to the focus on first line employees in the internal marketing efforts. In addition, the study found that treating employees as customers had an impact on the creation of customer orientation among employees. Also, the findings indicated that the bureaucratic structure of the bank prevented the application of internal marketing in the form of employee empowerment.


	Barnes et al. (2004) investigated the link between internal marketing and service quality perceived among employees in medium sized consulting firms in the UK. 
	Internal marketing included communication, rewards and recognition in addition to good leadership and management quality. The study found that a customer-oriented culture was not adopted within the organization and internal customers were not satisfied. Also, communication between departments and employees was weak and the sharing of knowledge and skills between employees was a problem; senior staff tended to withhold information as the organization previously promoted and rewarded employees based upon their specialist knowledge. In addition, the study found that employee morale was low because staff suggestions on improving the service process had never been implemented. 

	Papasolomou (2006) investigated internal marketing implementation within bureaucratic organizations (UK retail-banking sector). 
	The major elements of internal marketing included the image of the internal customer, training and education, internal performance standards, rewards systems and employee empowerment. The study showed that banks adopted internal marketing to create satisfied and customer-oriented employees who were able to focus on delivering service quality in order to deal with a highly competitive and homogeneous financial services industry. Despite that, banks forced staff into compulsory redundancies and there was a lack of employee empowerment in terms of decision making, which blocked the employees’ efforts to meet the expectations of internal and external customers. The bureaucratic and mechanistic structure of the UK banks hindered the application and potential effectiveness of internal marketing.


	Papasolomou and Vrontis (2006) explored the role of internal marketing in building and sustaining a strong brand in the UK retail banking.


	Internal marketing was defined as viewing and treating employees as customers. The study found that four themes were essential to internal marketing; internal customers, training and education, quality standards and rewards systems. Internal marketing, through its focus on ‘internal customers’, was considered to be the foundation for building and sustaining a strong corporate brand by changing the organization culture into a people-oriented culture.



2.13. Conclusion 

This chapter presented a critical review of the literature on internal marketing. The definition and components of internal marketing adopted for this research were considered. Accordingly, this research defines internal marketing as:

“A set of activities adopted by a company to create customer-oriented employees. These activities include internal communication, employee recruitment, employee training, employee empowerment and internal market research and segmentation” (section 2.7).  
Having discussed the components of internal marketing and defined them for the aim of this research, the researcher moved on to discuss the models of internal marketing and then the definition of customer orientation was considered. This research defined customer orientation as:
“Employees’ willingness to meet customers’ needs by expressing positive attitudes towards customers, putting them first and giving their satisfaction priority over increasing sales” (section 2.8).  
In addition, the conceptual framework of internal marketing developed in this research was considered. This model identified the linkages between internal marketing activities and customer orientation. Finally, the implementation of internal marketing was discussed showing the paucity of studies on internal marketing and its role in developing customer orientation among employees in small firms, in particular small insurance brokers. 

Chapter three 
Internal marketing and customer orientation in small insurance brokers in the UK

3. Internal marketing and customer orientation in small insurance brokers in the UK
3.1. Introduction

This chapter begins by looking at the importance of the insurance sector in the UK and presents a brief background on the insurance brokers’ market. Following on from that, issues related to internal marketing and customer orientation in small insurance brokers will be considered. This is followed by a definition of what a small insurance broker is. The chapter concludes by developing the main research questions. These questions will be the basis for the empirical work conducted in this research.
3.2. The importance of the insurance sector

Financial services play a significant role in the advanced economies matching savers to borrowers, helping to manage risk and providing companies and individuals with the means to make and receive payment (Learning Skills Council, 2008). The financial services in the UK include banks, building societies and insurance and investment companies (Hughes, 2001). It is considered as a source of national competitive advantage and its growth is critical to the success of the whole economy (Learning Skills Council, 2008). 

Insurance is designed to protect the financial safety of people, companies or other entities in the case of unexpected loss. The insurance sector is very important to the UK economy for two reasons: 
· According to the Annual Business Inquiry (ABI, 2005), the insurance sector is a source of income to the UK economy as it controls 17% of investment in the London stock market. 

· The insurance sector is a source of employment to the UK economy. The statistics from the Annual Business Inquiry (ABI, 2005) show that there are about 278,300 employed in the insurance sector in England and Wales and around 32,000 in Scotland. In September 2006 the financial services industry as a whole employed 1,065,200 people, of whom 322, 900 were working in insurance and pension funding (CII, 2007). This shows an increase in employment in the insurance sector. 

Insurance brokers act as an intermediary between an insurance company and customers in order to help customers buy insurance products that meet their needs. The ordinary function of insurance brokers is to receive instructions from the customer regarding the nature of the risk, the rate of premium at which the customer wishes to insure, to communicate information to the potential insurers and to obtain insurance for the customer in accordance with the customer’s instructions and on the best terms available (Per and Diamond, 1991). In addition, the process of obtaining insurance for customers includes advising customers on the type of insurance that is best suited to their requirements and subject to customers’ instructions in addition to exercising reasonable care to obtain insurance which will best meet those requirements (Per and Diamond, 1991).
In addition, insurance brokers have duties to make appropriate claim notification (Virgo and Ryley, 2004). It is accordingly important for insurance brokers to be able to give clear advice and guidance on claims requests made by customers to insurance companies (Virgo and Ryley, 2004). The most important issue in making notification on behalf of customers is that insurance brokers must act as a channel between the customer and the insurance company and ensure that all relevant information is provided and a clear process exists to handle the claim (Mackie, 2003). The insurance company offers coverage to customers against any claim the customers make regarding any loss incurred during the period of insurance (Virgo and Ryley, 2004). Insurance brokers receive a commission from the insurance company in return for their efforts to encourage customers to buy insurance products (CII, 2004). 

It is worth mentioning that the academic literature on the small insurance brokers sector, internal marketing within small insurance brokers and customer orientation within small insurance brokers is scarce. Therefore, the researcher depended on articles, conference papers and reports written by practitioners who have spent a long time working in the insurance sector. As this research is concerned with exploring internal marketing within small insurance brokers in the UK, it is essential to explain the changes taking place in the insurance market and how they are affecting small brokers.
3.3. Background to the insurance brokers’ market 

Fundamental changes in the financial sector have led to increased competition and consequently have increased the importance of marketing for financial firms (Papasolomou, 2006). As recently as 1980, banks and building societies catered for different customer needs, building societies provided savings and mortgages, banks offered current accounts, loans and business finance and specialist brokers dealt with insurance and investments (Papasolomou, 2006). Pressure for change was created by the building societies themselves due to increased competition from banks, which affected mortgage lending especially during the early 1980s (Woodruffe, 1995). Therefore, many barriers to competition were removed because of deregulatory legislation such as the Building Society Act of 1986, which enhanced the business scope of Building Societies and subsequently led to intense competition between banks and Building Societies (Papasolomou, 2006). The development of an increasingly hostile and unpredictable competitive environment was further intensified by such activities as acquisitions, mergers, joint ventures, the extension of branches and the single European economic market, which have become common practices in the industry (Meidan et al., 1997). 

In addition to the increasingly competitive climate, the financial services industry experienced other kinds of changes such as increased customer awareness and expectations regarding quality and technological innovation (Ennew et al., 1990; Ennew and Waite, 2007). Consequently, there is a considerable interest in applying marketing techniques in financial services (Meidan, 1996) and in adopting market orientation (Thwaites and Lynch, 1992) to actively market themselves to target customers (Van der Merwe, 1987) and to use service quality alongside brand loyalty and customer retention to gain competitive advantage (Burton, 1994). Due to these changes, small insurance brokers are facing three main challenges:
3.3.1. Customers’ demands for better service and technology 

Despite the fact that the adoption of information technology has been recognised as a critical factor for insurance brokers’ success, they have been slow to embrace new technologies and have failed to deliver the level of product innovation to support the UK broker market sufficiently, according to the British Insurance Broker Association website. Small insurance brokers are finding it difficult to deal with increasing customer demands on service and value for money especially when they are not as well equipped to provide high levels of customer service as large brokers (Cornell, 2000). 
Blackham and Blackham (2000, p.10) believed that insurance customers are demanding better customer service in line with the new technology and wider varieties of insurance products offered by large insurance brokers. Small insurance brokers have started to find the market very difficult because customers have begun to expect their local broker to have the technology to deliver immediate service (Blackham and Blackham, 2000). More specifically, customers’ demands for better customer service and technology are pressuring small insurance brokers as they do not generate enough profit and cash to invest heavily in new technology whether it applies to administration systems or to customer service (Cornell, 2000). 
Tonkin (2000, p.11) pointed out that small insurance brokers have started to invest a limited amount of money in technology, but due to the continuous increase in technology costs, some have decided to cease trading and to sell their companies. He explained that “the cost of technology has played a huge part in a number of brokers’ decisions to sell up, brokers tend not to be computer experts, they end up investing reasonable sums of money but the technology keeps changing and costs get higher and higher”.
Thus, customer demands for better service and technology threaten the survival of small insurance brokers as they can not afford to invest in new technology to meet customers’ expectations of high service quality. 
3.3.2. Competition from large brands 

Another challenge for small insurance brokers is the increasing competition from direct insurers, internet sellers and most importantly large insurance brokers. Accordingly to Cornell (2000) small insurance brokers are charging their customers too much for their insurance services. This in turn will encourage large insurance brokers to cut costs and eliminate duplication of service by setting up underwriting agencies (Cornell, 2000). This will be disadvantageous for small insurance brokers, particularly when the insurance companies reduce commissions provided to brokers (Cornell, 2000). 
The findings of Mazars’ Insurance Brokers report indicated that the biggest threat comes from large insurance brokers (Grice, 2006). Consequently, the increased competition in the market threatens the survival of their smaller counterparts as the larger companies have dominated the market and beaten the smaller ones. 
3.3.3. FSA regulations 

The Financial Services Authority (FSA) is an independent organization responsible for regulating financial services in the UK
. The main aim of the FSA is to promote efficient and fair financial markets and help financial services customers get a fair deal
. This can be achieved by taking into account four important factors
:
· Market confidence, which refers to maintaining confidence in the financial system;

· Public awareness, which refers to promoting public understanding of the financial system;

· Customers protection, which includes securing the appropriate degree of protection for customers;

· The reduction of financial crime such as reducing the extent to which it is possible for a business to be used for a purpose connected with financial crime.  
Thus, the FSA sets stringent rules to be followed by insurance brokers in order to ensure that customers’ rights are protected and they receive a fair deal. The most important obligation introduced by the FSA in this regard is training employees on how to treat customers fairly. 

3.3.3.1. Treating customers fairly (TCF) 

The FSA obliged insurance brokers to adopt a training programme called Treating Customers’ Fairly (TCF) which trains employees on treating customers’ fairly and on arranging fair deals to achieve customer satisfaction. Building on this, insurance brokers must comply with the FSA rule that “…firms pay due regard to the interests of customers and treat them fairly, communicate information in a way that is clear, fair and not misleading and manage conflicts of interest fairly” (FSA, 2002a, p.3). 
The FSA has not set a precise definition of treating customers fairly to be applied by all organizations (Edwards, 2006). However, it has proposed a set of definitions of fairness as suggested by Ennew and Waite (2007). These definitions include, giving customers what they paid for, not taking advantage of customers, offering customers the best product, demonstrating clarity in the customer’s dealings, attempting to resolve mistakes as quickly as possible and showing flexibility, empathy and consideration in customer dealings. Also, dealing with customer complaints is a part of the Treating Customers Fairly programme (Ennew and Waite, 2007). 

Small insurance brokers considered the increasing regulatory burden to be the single most significant threat to their survival due to the high costs of compliance with the FSA regulations (Galbraith, 2006). But simply, the cost implications can be substantial to small brokers to the point of being prohibitive, while larger brokers are naturally less concerned by the regulatory burden as they have larger resources available to address the requirements of the FSA regulations (Galbraith, 2006). Colin Lees, managing director of Lymm Insurance Brokers Ltd in Cheshire (cited in the BIBA conference report by Galbraith (2006, p.10) pointed out that “for smaller brokers, it is a question of money. They don’t trigger the higher commissions and volume overriders to generate the kind of budgets super-brokers have for marketing, making it difficult to compete”.
The fact that compliance with the FSA regulations is not optional is concerning for the insurance industry because companies have to prove that employees are competent to work within the sector and meet the FSA training and competence regulations. 

In conclusion, small insurance brokers are struggling to accommodate the demands of regulations, customers and technology and consequently, the number of small insurance brokers has been declining (Faulkner and Gray, 2005). According to Cornell (2005) the number decreased from 10,000 in 1995 to 4,000 in 2005 and the premiums handled have increased to £10bn, an average of 2.5m each and 500% increase over ten years. Cornell (2005) expected the decline to continue to about 2,000 in 2010. The only way for small insurance brokers to survive in the recent hard market has been through consolidation and networks, which control about 10% of the industry in premium terms (Cornell, 2005). Also, large and small brokers expect to see consolidation take place across the sector at all levels, particularly the acquisitions of smaller brokers and mergers of smaller and medium-sized brokers (Galbraith, 2006). Merger or acquisition can be the quickest way for small insurance brokers to stay in the competitive market and remain profitable (McCarthy, 2000). This is because a merger with or acquisition of another broker will enable the purchaser to enter a business with the greatest chance of success by benefiting from an established customer base, suppliers and goodwill (McCarthy, 2000). 
3.4. Internal marketing in small insurance brokers 

It was mentioned earlier in this chapter that small insurance brokers are struggling to survive due to the challenges they are facing in the market and that consequently they have started to decline. Despite these challenges, small insurance brokers can succeed as the market is driven by the provision of high service quality to customers (Cliff, 2005). In this regard, Oakes and Galbraith (2005) believed that customer service, pricing and staff are critical to maintaining competitive advantage. However, the most pressing concerns for insurance brokers are poor service and the failure to properly manage customer expectations (CII, 2004). 
Blackham and Blackham (2000, p.10) explained how small insurance brokers will not be able to stay in the market unless they make an effort to improve their position, particularly by training employees to ensure that customers are satisfied with the services they provide (for example, receiving the right advice effectively and in a customer-oriented manner). They believed that “the broking market will continue to evolve and only a limited number of brokers will survive. Brokers now need to invest in themselves to ensure their position as professional advisors who provide a real value-for-money service. Investment in training and IT will be key to ensuring that clients receive the right advice, quickly and effectively, in a manner that suits them”.
In the same line of argument, Cliff (2005) suggested that in order for small insurance brokers to survive in a competitive environment, they have to make sure that they:
· Have the right technology to do the job 100% effectively;

· Employ the best marketing and communication techniques;

· Invest in employee development and advancement; and

· Accept and learn to adapt with the changes happening in the environment in which they operate.
Similarly, Wellard (2004) highlighted the importance of improving the quality and performance of employees within insurance brokers as this will impact positively on the service quality delivered to customers. In this regard, he focused on two essential issues:
· Recruiting ambitious employees, who want to progress in order to encourage the company to invest in employee development.

· Training employees in order to enhance their competence and level of skills and knowledge.
Likewise, Grice (2006, p.10) suggested that the main driver for insurance brokers’ success is people. This is because the industry is suffering from a failure to recruit qualified employees. He stated that “in an industry whose future is dependent on talented employees, it is concerning that there is a trend towards a reduction in quality staff”. 

Grice (2006) focused on the importance of employee recruitment as a challenge for insurance brokers in the industry based on the findings of Mazars’ Insurance Brokers report. The findings showed that 69% of the respondents from all small, medium and large insurance brokers reported that they had not employed graduates in the past. Moreover, the findings indicated that 50% of the respondents believed that professional qualifications are necessary because they can be considered a differentiator and a way of increasing the standing and professionalism of the industry. 
Insurance brokers operate in a service driven industry, therefore, employee attributes are important for a career in insurance broking. Accordingly, the internal market is a very important part of the marketing environment in which the broker operates, so it is crucial that it is taken into consideration (CII, 2004). Thus, the implementation of internal marketing within small insurance brokers may be effective in developing customer orientation among employees, and consequently in providing customers with high service quality. Customer orientation within small insurance brokers is discussed next. 
3.5. Customer orientation in small insurance brokers 

Most insurance brokers are not customer-oriented companies (CII, 2004). Most importantly, small insurance brokers are struggling to succeed in the market due to an inability to deliver good service quality to customers (CII, 2004). This is because many insurance brokers have not focused on the development of good customer service (Galbraith, 2004).  

Galbraith (2004, p.4) believed that customer service is becoming increasingly important to insurance brokers, due to the challenges facing them in the market, in particular customer demands for high service quality. He stated that “customer service has never been as important as it is today, with customers expecting high quality, efficient service 24 hours a day, seven days a week. However, some in the industry have not placed a significant level of importance on the development of good customer service”.
The insurance market is highly competitive; therefore, customer orientation is imperative for small insurance brokers if they wish to stay in the market and retain customers. This is because the emphasis on price alone will eventually not be good enough for customers as brokers will be driven from the market and customers will find nowhere to go for advice (Grice, 2006). Grice (2006, p.4) stated that “the broking profession does a professional high quality job that has been marred due to high impact selling based on price alone…we need to return to customer focus”.  

Clearly then, small insurance brokers should behave in a customer-oriented manner by seriously attempting to understand customers’ needs, an important element of customer orientation (Galbraith, 2004, p.4). He argued that “it is time we started to shout louder about our work and commitment to our customers by taking proactive steps towards better understanding of customers’ needs”.  

Chemney (2007, p.1) suggested that helping customers to make the right purchase decision by demonstrating care and trust, not by pressuring customers to buy insurance products in order to increase sales, is the main driver for customer loyalty, increased sales and consequently, survival in the market. It is the idea of “under promise and over deliver” that can be the key to satisfying customers’ needs and expressing customer-oriented behaviour (Chemney, 2007, p.1). He believed that “the broker who enjoys customer loyalty and hence more crossover sales is also the one who never pushes a sale. They are concerned and trusting. They deal with buyer remorse, encouraging the client that he has made the right decision and personalising client contact. They under-promise and over-deliver”.
Customer orientation is vital to the success of small insurance brokers. This is because a failure to provide customers with service quality that satisfies their needs and expectations could in future mean losing customers, losing profits and reduced capital value (Blackham and Blackham, 2000). Murray (2007) believed that it is very important for small insurance brokers to meet customers’ expectations and needs. This shows the significant role of employees due to their close contact with customers according to Warwick (in Murray, 2007). 
Furthermore, Chemney (2007, p.1) suggested that staff within small insurance brokers have to ensure that customers have positive experiences in dealing with them, by putting them first and fulfilling their needs. He stated that “a great client experience is made up of the physical aspect - policy documents delivered on time and lower premiums - and the emotional aspect - where the broker did everything he could to help, the client felt his needs were understood and the client was treated as an individual”. 
This implies that employee behaviours and attitudes within small insurance brokers could have an impact on the satisfaction of customer needs. Internal marketing may play a pivotal role in developing customer orientation among employees. Therefore, the adoption of internal marketing within small insurance brokers may produce customer-oriented people and consequently meet customers’ needs for high levels of service quality.
3.6. Definition of a small insurance broker 

There is no precise definition of a small insurance broker. The researcher decided to use the standard definition of small firms suggested by Storey (1994). Therefore, a small insurance brokerage is one with less than ninety nine employees. This definition does not consider small firms as homogenous, but makes a distinction between micro and small firms. Storey (1994) defined micro and small firms as:
· Micro firm:  between 0 and 9 employees.

· Small firm: between 10 and 99 employees. 

This distinction between micro and small firms may enable the researcher to make comparisons between micro and small insurance brokers in order to recognise the differences and similarities with regard to the way they use internal marketing activities and then draw a conclusion about the changes in the way internal marketing is used as the size of the insurance broker increases.
3.7. Emerging research questions 

The preceding discussions show that internal marketing was adopted by companies to create customer orientation among employees. Moreover, from an in-depth review of the literature on internal marketing, it is noticeable that this issue was not considered by researchers within the context of small insurance brokers in the UK. Six essential research questions have emerged from the literature review and the conceptual framework presented in chapters 2 and 3. These questions are:
1. Are small insurance brokers familiar with the terms internal marketing and customer orientation?

2. Do small insurance brokers use internal marketing? 

3. Are small insurance brokers aware of the role of internal marketing in developing customer orientation among employees?

4. Are small insurance brokers customer-oriented companies? 

5. Does the size of broker (micro versus small) impact on the use of internal marketing and its role in developing customer orientation among employees?

6. What other factors influence the implementation of internal marketing within small insurance brokers?

These questions form the basis of the data collection stage of this research. Chapter four will discuss the research strategy adopted in this study to answer these questions.
3.8. Conclusion 

This chapter explained the importance of the insurance sector, gave a brief description of the insurance brokers’ market, and discussed internal marketing and customer orientation within small insurance brokers illustrating the significance of internal marketing for these companies. This was followed by a definition of a small insurance broker for the purposes of this research. The chapter concluded with a set of six research questions which will be the main focus of this investigation. The next chapter will explain how this study answers the research questions.
Chapter four
Research methodology
4. Research methodology
4.1. Introduction 

This chapter presents the research philosophy and methodology adopted in this study. Four essential issues are considered. First, the philosophical paradigms are discussed and the most suitable one for this research is identified and justified. Second, the research approach is covered and a justification for the adoption of the deductive approach is provided. Third, a clear explanation of the data collection and data analysis techniques is given. Fourth, issues regarding the research credibility, namely internal validity, reliability and external validity, are fully explained.
4.2. Research philosophy

In this section two main philosophical paradigms in the field of management research are discussed, namely positivism and interpretivism. The ontological assumption of realism is also considered (Hussey and Hussey, 1997; Easterby-Smith et al., 2002; Gill and Johnson, 2002; Collis and Hussey, 2003; Jankowicz, 2005; Saunders et al., 2007). 
4.2.1. Positivism paradigm

Positivism is based on the belief that the study of human behaviour should be conducted in the same way as studies undertaken in the natural sciences (Hussey and Hussey, 1997). The positivism paradigm is based on the supposition that social reality is independent of us and exists regardless of whether we are aware of it (Hussey and Hussey, 1997). It assumes that the world is external and objective and researchers can explain causal relationships by means of objectives facts (Carson et al., 2001). In this regard, Easterby-Smith et al. (1991, p.22) believed that the key idea of the positivism paradigm is that “the social world exists externally and that its properties should be measured through objective methods rather than being inferred subjectively through sensation, reflection or intuition”. 
In the positivism paradigm, the researcher will be external to the process of data collection in the sense that there is little to be done in order to change the substance of the data collected (Saunders et al., 2007). This implies that “the researcher is independent of and neither affects nor is affected by the subject of the research” (Remenyi et al., 1998, p.33).  Consequently, the truth can be found through the collection of data which results in unarguable facts, so personal beliefs, hunches, feelings, intuitions and emotions do not count as evidence (Jankowicz, 2005). 

The positivism paradigm is usually associated with quantitative research methods (Hussey and Hussey, 1997; Easterby-Smith et al., 2002; Collis and Hussey, 2003). The researcher seeks to use the theory to develop hypotheses and test them statistically to either confirm or disconfirm them (Saunders et al., 2007). Thus, he or she follows a more structured way in conducting the research and their conclusion will be based on the results of the statistical analysis, not on their judgements and interpretations. 
4.2.2. Interpretivism paradigm

Social scientists began to argue against the positivism paradigm pointing out that “the physical sciences deal with objects which are outside us, whereas the social sciences deal with actions and behaviour, which are generated from within the human mind” (Hussey and Hussey, 1997, p.52). The interpretivism paradigm assumes that social reality is within us and therefore, the act of discovering reality has an effect on that reality (Hussey and Hussey, 1997). In other words, it legitimates the values, personal beliefs and convictions of the people, as they are the ones who decide on what constitutes an event and who interpret the understanding of the people involved in the phenomenon under investigation (Jankowiscz, 2005). 

The interpretivism paradigm does not try to explain causal relationships by means of objective facts and statistical analysis, but rather it uses a more personal process in order to understand reality (Carson et al., 2001). In the same line of argument, it is seen to be significant in discovering the details of a situation in order to understand the reality and the reason behind them (Remenyi et al., 1998). It is usually associated with qualitative research methods (Hussey and Hussey, 1997; Easterby-Smith et al., 2002; Collis and Hussey, 2003). 

Thus, the interpretivism paradigm allows the researcher more flexibility in conducting their research and making a conclusion based on his or her judgment and understanding of the context in which the phenomena under investigation take place. However, the decision on which philosophical paradigm should be adopted by a researcher depends on the questions they seek to answer (Saunders et al., 2007) on one hand and on the other hand, on the researcher’s perception of social reality (Saunders et al., 2000). This research follows the realism paradigm as will be discussed next.
4.2.3. Realism paradigm
Saunders et al. (2007, p.104) state that the realism paradigm claims that “what the senses show us as reality is the truth: that objects have an existence independent of the human mind”. The realism paradigm argues that reality exists and can be discovered by the researcher (Easton, 2002). In the same way, Saunders et al. (2007) suggest that the realism paradigm assumes that a scientific approach can be used to develop knowledge through collecting and understanding data. In this way, researchers will be able to understand the reality of the social world in which people operate independently (Perry et al., 1999). Thus, the reality paradigm suggests that the researcher should conduct a piece of research to explore the reality of a social world. This in turn allows the opportunity to learn about it and understand it. Moreover, there are two types of realism. Naïve realism assumes that through the use of appropriate research methods, reality can be understood (Bryman, 2008). It assumes that there is a complete correspondence between reality and how it is described (Bryman, 2008). By contrast, critical realism claims that “we will only be able to understand - and so change - the social world if we identify the structures at work that generate those events and discourses…These structures are spontaneously apparent in the observable pattern of events, they can only be identified through the practical and theoretical work of the social sciences” (Bhaskar, 1989, p.2). Critical realism suggests that the world exists independently of our knowledge and recognises that our knowledge of the world can only ever be imperfect (Sayer, 1992). Consequently, in order to explain and understand social phenomena, we need to evaluate them critically (Sayer, 1992; Hunt, 1991). Critical realism acknowledges that “there are enduring structures and generative mechanisms underlying and producing observable phenomena and events” (Bhaskar, 1989, p.2). Our knowledge can only therefore be superficial (Bhaskar, 1989). Critical reality is not perfectly apprehendable due to imperfect human intellectual mechanisms and the basically inflexible nature of the social phenomena under investigation (Guba and Lincoln, 1994).  
Thus, the researcher was drawn to the stance of critical realism because it provides an opportunity to discover and understand the reality of internal marketing and customer orientation in the context of small insurance brokers. For instance, critical realist research could facilitate discovery of how internal marketing and customer orientation are perceived; are small insurance brokers customer-oriented companies and do they use internal marketing? This leads to discussion of the explanation issue, which is essential for critical realist research. The critical realist paradigm seeks to explain the social world by understanding the mechanisms through which an action leads to an outcome in a particular context (Robson, 2002). In this research, the critical realism paradigm will allow the researcher to understand and explain how and why internal marketing (as a mechanism) may develop customer orientation among employees (outcome) within the context of small insurance brokers. Internal marketing itself does not lead to customer orientation among employees, and if it does, it is the way people understand it in their minds and use it within the context of the social world. It is not enough to say that there is internal marketing so employees are customer-oriented personnel. It is important to communicate with employees about it, provide them with training, empower them to make decisions and seek to meet their needs through internal marketing research in the hope that they will become customer-oriented people. These can be the mechanisms through which internal marketing is implemented. A critical realist philosophical paradigm will enable the researcher to explore these mechanisms, explain how they operate and identify their effects within small insurance brokers. Critical realism allows the investigator to understand the social world from different perspectives and consequently to change the understanding of the situation under investigation (Saunders et al., 2007; Bryman, 2008). In this study, the researcher will not only interview the managers, but also employees in micro and small insurance brokers. By examining the issues from different perspectives, the researcher will be able to critically uncover the reality of the social world and develop a better understanding of it. This is because some factors may be involved in the social world that may affect our learning about its reality; for example, examining whether the size of the company, or any other factors that can be derived from the research findings, affect the understanding and use of internal marketing within small insurance brokers in the UK. Also, investigating internal marketing from the employees’ and managers’ perspectives may allow the researcher to identify hidden factors that have an impact on its adoption. Consequently, a full picture of the reality of internal marketing implementation and its role in developing customer orientation among employees will be gained. 

It is argued that the critical realism paradigm can be associated with qualitative research methods such as interviews (Perry et al., 1999). Qualitative techniques will allow the researcher to discover in-depth and rich views about the phenomenon under investigation. Therefore, the researcher will conduct a series of interviews and then analyse the data. This will provide an understanding of how the terms customer orientation and internal marketing are understood and how internal marketing is used. Also, the researcher will find out whether internal marketing activities are used to encourage employees to behave in a customer-oriented manner in the world of small insurance brokers. Thus, the reality of how internal marketing is understood and used will be explored.
4.3. Research approach

Deciding on the research approach - whether to use a deductive or an inductive approach - is related to the extent to which the researcher is clear about the theory from the beginning of the study (Saunders et al., 2003).
4.3.1. Inductive approach

The inductive approach is the reverse of the deductive approach as it involves “moving from the plane of observation of the empirical world to the construction of explanations and theories about what has been observed” (Gill and Johnson, 2002, p.40). In other words, it is the approach in which the researcher attempts to collect data and develop theories as a result of the data analysis (Saunders et al., 2003). Therefore, the inductive approach is referred to as moving from the specific to the general as general inferences are drawn from particular instances (Hussey and Hussey, 1997). Saunders et al. (2007) assumed that the inductive approach would allow the researcher to gain an understanding of the meanings human beings attach to events, a close understanding of the research context and a more flexible structure to permit changes of research focus or direction as the research progresses. 

In addition, inductive research is associated with qualitative research methods (Saunders et al., 2007) in the sense that researchers using the inductive approach are more likely to use a variety of methods to collect qualitative data in order to establish different views of the phenomena under investigation (Easterby-Smith et al., 2002).
4.3.2. Deductive approach

The deductive approach refers to research in which the researcher seeks the “development of a conceptual and theoretical structure prior to its testing through empirical observation” (Gill and Johnson, 2002, p.34).  It is the dominant research approach in the natural sciences, where laws present the basis of explanation, allow the anticipation of phenomena under investigation, predict their occurrence and then permit them to be controlled (Collis and Hussey, 2003). Deductive research is a highly structured approach and associated with quantitative research methods (Saunders et al., 2007). Therefore, deductive research is referred to as moving from the general theoretical framework to the particular as particular instances are drawn from general inferences (Hussey and Hussey, 1997). 

This research is not inductive because it started with general ideas derived from the theory, not with observations on small insurance brokers followed by an attempt to build something generic based on those observations. Rather, it used the theory and research on internal marketing to develop a conceptual framework to be explored within the context of small insurance brokers. In addition, the literature review on internal marketing and small insurance brokers was used to decide on the research questions. Consequently, the research will be conducted to provide answers for these questions and to identify whether or not the general ideas, such as the linkage identified in the conceptual framework, are correct. 
4.4. Qualitative approach adopted in this study
This study lends itself to qualitative research methods. Qualitative research allows a thorough understanding of the phenomenon under investigation (Patton, 1980). This is because the qualitative research approach emphasizes the subjective aspects of human activity by focusing on the meaning, rather than the measurement of social phenomena (Hussey and Hussey, 1997). This implies that the research methods used under the qualitative approach are “an array of interpretive techniques which seek to describe, translate and otherwise come to terms with the meaning not the frequency of certain more or less naturally occurring phenomena in the social world” (Van Maanen, 1983, p.9). Accordingly, the qualitative research approach is appropriate as the researcher aims to uncover meanings and interpretations that people attach to the terms internal marketing and customer orientation within small insurance brokers.  
In addition, the qualitative research approach is appropriate when the research focuses on an understanding of how, why and in what context certain phenomena occur and what impacts upon or influences such phenomena (Carson et al., 2001). Therefore, the qualitative research approach will provide the opportunity to answer research questions, namely, how do small insurance brokers understand the terms internal marketing and customer orientation? How do they implement internal marketing and why? What are the main outcomes and obstacles of internal marketing implementation? And to what extent is internal marketing used to develop customer orientation among employees within small insurance brokers? These questions cannot be answered by using the quantitative research approach as this research seeks an understanding of the phenomenon under investigation. 

Furthermore, qualitative research methods have the capacity to generate particularly novel insights and gain new and fresh slants on things about which little is known (Eisenhardt, 1989; Strauss and Corbin, 1990). Qualitative research would allow a contribution to the literature on internal marketing in small firms as studies in this area are limited. In other words, this research seeks to explore internal marketing within small insurance brokers because it needed to be explored, so simply, quantitative research methods and statistical analysis do not fit the problem of this research (Creswell, 2007). The appropriateness of qualitative research is further supported by the fact that most studies on internal marketing have also used qualitative methods, as stated by Quester and Kelly (1999). Thus, the adoption of qualitative methods will allow the researcher to use semi-structured interviews for the purpose of this investigation as explained below.
4.5. Research strategy: semi-structured interviews

The strategy adopted in this study gave the researcher the opportunity to collect rich and in-depth information about internal marketing and customer orientation within small insurance brokers. This in turn made it possible to provide answers to the research questions presented in chapter three (section 3.7). This study adopted a semi-structured interview strategy and consequently twenty five interviews were conducted within twelve small insurance brokers in the UK in order to explore the understanding and implementation of internal marketing and its role in developing customer orientation among employees. The adoption of semi-structured interviews was based on their appropriateness for achieving the research objectives. In this regard, four key points are highlighted:
· A semi-structured interview is appropriate to the aim of this research as it allows the researcher to develop an understanding of the interviewees’ world so that the researcher can influence it, either independently or collaboratively (Easterby-Smith et al., 2002) through interaction with the interviewees during the interviews. This research used semi-structured interviews in order to explore the meaning of the terms internal marketing and customer orientation to reveal the aims of internal marketing and how and why internal marketing is used within small insurance brokers. Thus, semi- structured interviews allow the researcher not only to reveal and understand the ‘what’ and the ‘how’ but also to put more emphasis on exploring ‘why’ (Saunders et al., 2003).
· Qualitative research interviewing has an advantage as it allows the researcher to ask follow-up questions in order to allow extra information to be gained, which is not possible in a questionnaire (Hussey and Hussey, 1997). There are more particular probe topics that can be introduced only after the main issues have been raised, and if the interviewees have not discussed them already in the context of the main subject area, such as “Can you give me an example please?” or “What do you mean by this?” (Patton, 2002). Follow up questions are useful because they can increase the richness and depth of the interviewees’ responses (Patton, 2002). 

· The semi-structured interview is efficient in this study. This is because it not only allows the researcher to achieve the objectives, as stated above, but  it also provides the data necessary to understand and explain the relationships between the main variables (Saunders et al., 2007) identified in the conceptual framework of internal marketing developed in chapter two. For instance, the data collected in this research may allow sufficient understanding of the relationship between internal marketing activities and the customer orientation of employees.
· A semi-structured interview strategy allows the researcher to set a large number of questions to be answered (Easterby-Smith et al., 2002; Jankowicz, 2005) by managers and employees within small insurance brokers. Also, it allows a variation in the order and logic of the questions from one interview to another (Easterby-Smith et al., 2002; Jankowicz, 2005). Therefore, the questions raised and the issues discussed and explored by using semi-structured interviews can differ from one interview to another (Hussey and Hussey, 1997) because the researcher has to direct the interview based on the issues raised by the interviewees. In other words, questions will not be asked in the same order as they are in the interview protocol, instead the questioning will be based on the interviewees’ responses, as suggested by Carson et al. (2001) so as to allow them to expand, elaborate and digress (Alam, 2005). Consequently, the interviewees will be able to cover in their own words critical and important issues (Kvale, 1983). This in turn may allow an understanding of the reality of internal marketing and customer orientation phenomena in small insurance brokers. Semi-structured interviews will allow a great deal of flexibility in asking questions and produce rich and saturated data suited to the aim of this research. 
Having decided to use semi-structured interviews for the purpose of this study, the researcher designed a set of questions in order to encourage the interviewees to provide their views on the issues covered. The process of designing the interview questions is discussed below.
4.5.1. Designing the interview questions

Two lists of questions were designed, the first for interviewing the manager and the second for interviewing the employees (appendix 1). The interview questions were developed after undertaking an in-depth examination of the literature on internal marketing on one hand. On the other hand, the interview questions were designed in a way that allowed the researcher to achieve the research objectives as explained below. 
1. To achieve the first objective of this research which is “to explore the understanding of the terms internal marketing and customer orientation within small insurance brokers”, questions were developed to investigate the opinion of the interviewees. Specifically, the managers were asked: “There are references to internal marketing in the literature, are you familiar with this term? What does it mean to you?” In addition, the managers were asked: “In the marketing literature, customer orientation of employees refers to the employees’ willingness to meet customers’ needs. Would you agree? What does it mean to you?” 

On the other hand, the employees were asked similar questions: “Have you heard the term internal marketing? What does it mean to you?” and “Have you heard the term customer orientation? What does it mean to you?” Finally, both managers and employees were asked about the concept ‘employee as customer’: “Are you familiar with the term ‘employee as customer’? What does it mean to you?” 

By asking the interviewees these questions, the first objective of this research was achieved and the researcher uncovered the interviewees’ understanding of the terms internal marketing and customer orientation and revealed various meanings they attached to these terms.

2. To achieve the second objective of this research, which is “to explore the aims and activities of internal marketing within small insurance brokers”, a set of questions were developed to investigate the interviewees’ views on internal marketing  aims  and activities, namely, internal communication, employee recruitment, employee training, employee empowerment and internal market research and segmentation. For example, the interviewees were asked about their opinions on internal marketing aims by asking them “What is the aim of internal marketing from your point of view?” 

Also, the interviewees were asked questions on each one of the internal marketing activities adopted in this research.  For instance, with regard to employee training, the managers were asked the following question: “What kind of training activities do you offer to your employees?” With regard to the employees’ interviews, the questions regarding employee training were slightly different and brief due to the shorter time allowed to the researcher to spend with employees. For example, they were asked the following question: “What kind of training have you done over the last year?” These questions allowed the researcher to uncover the main training activities offered to employees within the company. 
Thus, the questions described above allowed an in-depth understanding of the reality of employee training in small insurance brokers that participated in this research. In the same way, the interviewees were asked about their views on internal communication, recruitment, empowerment, and internal market research and segmentation within their companies. By covering these issues during the interview, the research objective was achieved and an understanding of the reality of internal marketing objectives and activities was gained.  

3. To achieve the third objective of this research which is “to explore the role of internal marketing in developing customer orientation among employees”, the interviewees were asked about their views on the benefits of each one of the internal marketing activities (internal communication, employee recruitment, employee training, employee empowerment and internal market research and segmentation) and whether they thought it would encourage employees to behave in a customer-oriented manner. Also, to find out more about whether customer orientation is considered to be one of the main benefits of internal marketing, the managers were asked the following question: “Can you please outline the benefits of internal marketing?” 

To gain a richer understanding and explore the extent to which internal marketing was used to develop customer orientation among employees, the interviewees were asked the following questions: “In what way do you think internal marketing activities encourage employees to behave in a customer-oriented manner?” In addition, the managers were asked: “How will you use internal marketing in the future?” “Do you think there is a direct link between internal marketing and customer orientation? Why?” and “What changes would you like to see in the future to any of the issues we have discussed?” 

By asking these questions, the researcher found out the extent to which small insurance brokers were aware of the role of internal marketing in creating customer orientation among employees and achieved the third objective of this research. 
4.5.2. Research sample

A research sample is the deliberate choice of units such as companies, departments and people who will be providing the data that will enable the researcher to draw a conclusion about the population (Jankowicz, 2005). The population in this research is small insurance brokers in the UK (those with less than 99 employees). According to Cornell (2009), there are approximately 3,400 such companies. It is impossible to know the percentages of each type of insurance as data are not available publicly. However, the majority of small insurance brokers deal with both commercial and personal insurance, while a small minority deal with only commercial insurance, and the sample reflects this. Commercial insurance includes property, liability and employees’ compensation insurance
. Personal-lines include, for example, health, household, pet, and travel insurance
. 
Two main sources were used to determine the sample. First, the UK insurance directory website 2005 (www.insurance-broker-directory.com). This is the oldest and widest guide to UK insurance brokers available on the internet
. More than 8,000 insurance brokers, agents and consultants are included in the directory for all cities, towns and villages in England, Scotland, Wales and Northern Ireland
. In addition, the directory gives the insurance brokers’ locations and phone numbers, and information on their specialities
 . The researcher found it to be a useful website for identifying insurance brokers in the UK. However, use of the directory could entail some bias because it is possible that very small brokers are not included. Despite this, it is the primary directory and the number of unlisted companies would be very small, so any bias is likely to be insignificant. 

To widen the sample and the possibility of researching as many small insurance brokers as possible, the author considered the yellow pages website (www.yell.com) as a second source. This allowed the researcher to look for insurance brokers’ contact details in the UK and then fill in the icons with the county and the type of business targeted. However, this resulted in another problem which was the time issue. The researcher spent a long time looking at the map to identify cities, towns and villages to be considered. By contrast, the directory website provided an opportunity to find a list of insurance brokers by both county and insurance brokers’ index where brokers were listed alphabetically. On the other hand, not all small insurance brokers advertised their businesses on the yellow pages website which could also introduce a small amount of bias. The use of both sources ensured that the researcher contacted as many companies as possible whilst minimising any bias. 

These sources provided a list of the insurance brokers in each city and their contact details, which allowed the researcher to send a letter explaining the research topic and issues to be covered during the interview. However, due to a poor response the researcher contacted them by telephone to obtain their agreement to participate in the study. They were also asked about the size of their company to make sure they met the criteria of the small insurance broker definition adopted in this research. Consequently, twelve convenient companies agreed to participate in the research based on their willingness to spend time in interviews and on their accessibility and consent to participate in the research (see table 3). The sample consisted of ten companies in the south and two companies in the north. This may entail a small amount of locational bias, but there is no apparent reason why the brokers in the south would operate differently from those of the north. 

Moreover, the researcher visited the website of the British Insurance Brokers Association (BIBA), which provides a list of members and their contact details. BIBA is the most important general insurance intermediary organization that represents the interests of insurance brokers, intermediaries and customers in the UK
. The researcher approached BIBA about the possibility of asking its members to take part in the research. However, BIBA members were not willing to participate because of time constraints. 

Another possible source of bias relates to the interviews. It is possible that the managers chose employees with a positive frame of mind to participate in the research. This was because the researcher had no influence over the managers’ decisions about which staff would be interviewed. To overcome this bias, the researcher interviewed them away from their desks and managers and encouraged more open discussion during the interview so that they had the opportunity to provide in-depth views about the issues covered in this research.  

Moreover, two of the participants were not dealing with insurance. One was a secretary and one an administrative member of staff. Consequently, the interviews with these two people were shorter than the others. However, they provided their views on the issues raised. It is reasonable to believe that any bias from this source was minimised, as they were working within the organization and they had general knowledge about many issues such as internal communication, employee recruitment, employee training and customer orientation.  

It is important to ensure that the sample is reasonably representative of the population from which it is selected (Hussey and Hussey, 1997). In this case, the research sample represented the insurance broker sector and the researcher believes that there is no reason why the twelve sample companies should differ in any substantive ways from the rest of the population. Insurance brokers, regardless of size (micro or small), location (north or south) and business type (commercial versus personal), aim to provide the customer with the right advice to help them buy the insurance they require. In addition, there are various definitions of small firms. Bolton (1971) defined a small firm as one with less than 200 employees, Storey (1994) defined it as one with less than 100 employees, and the Commission of the European Communities (2003) defined it as a company with less than fifty employees. On the other hand, 5,275 financial businesses in the UK (Insurance and pension funding) out of 6,970 are companies with less than four employees (Wetherill, 2008). However, the industry definition of a small insurance broker is a company with up to twenty five employees (CII, 2004). The companies that participated in this research ranged from four to fifty five employees. The average firm size was nineteen. As nineteen falls into these definitions, this means that the sample represented small insurance brokers in the UK. 
There are no rules for sample size in qualitative research (Patton, 2002). It depends on what the researcher wants to know, the purpose of the research and what can be done with available time and resources (Patton, 2002). The understanding gained from the data will have more to do with the data collection and analysis skills than the size of the sample (Patton, 1990). The use of small samples is appropriate in qualitative research studies especially when the area of research is unexplored (Pickler, 2007). Carson et al. (2001) suggest that thirty interviews are required to provide a credible picture in a researched project and this could involve about three interviews at different levels within ten organizations. However, it is argued that the number of interviews in a piece of qualitative research is related to the issue of data saturation (Guest et al., 2006).  

Data saturation is achieved when no new data are being found in the interviews of the participants (Pickler, 2007). Guest et al. (2006) found that twelve interviews should be sufficient as long as the aim of the research is to understand common perceptions and experiences among a group of relatively homogenous participants. Creswell (1998) recommended between five and twenty five interviews for qualitative research. Nevertheless, there may be some limits on how large or how small a sample should be, but this may be decided by examining the richness of the data that are collected (Pickler, 2007). In this regard, Morse (1995, p.147) suggested that “saturation is the key to excellent qualitative work” but she pointed out that “there are no published guidelines or tests of adequacy of estimating the sample size required to research saturation”. In this research, twenty five interviews within twelve small insurance brokers were conducted.

Table 3
Research sample
	Company name
	Number of

employees
	Type of insurance
	Source of 

Information

	The respondent’s profile

	1. Bournemouth 
Insurance Broker


	18 employees
	Commercial and personal
	UK Insurance 

Directory 2005
	1. Company manager

2. Personal insurance advisor

3. Commercial insurance advisor

	2. Greenfield Insurance 

Broker
	6 employees
	Commercial, personal and life
	UK Insurance

 Directory 2005
	1. Company manager

2. Secretary

3. Personal insurance advisor

	3. Arthur Savage 
Insurance
	4 employees
	Commercial, personal and life


	UK Insurance 

Directory 2005
	1. Company manager 

2. Personal insurance employee

	4. Peter D Woodward 

Insurance Broker
	23 employees
	Commercial and personal
	UK Insurance 

Directory 2005
	1. Office manager

2. Commercial insurance employee

3. Personal insurance advisor

	5. E R Sansom

Insurance Broker


	22 employees
	Commercial and personal
	UK Insurance

 Directory 2005
	1. Office manager

2. Commercial insurance employee

	6. Agricredit Insurance 

Broker
	4 employees
	Commercial and personal
	UK Insurance 

Directory 2005
	1. Commercial insurance employee

	7. E Colman and Co. ltd Insurance Broker
	55 employees


	Commercial and personal
	UK Insurance 

Directory 2005
	1. Office manager

2. Insurance advisor

3. Account executive

	8.  Bridle Insurance

Broker
	32 employees


	Commercial
	UK Insurance 

Directory 2005
	1. Company manager

2. Administrator

	9. Norris and Fisher

 Insurance Broker
	6 employees


	Commercial and personal
	www.yell.com

 
	1. Company manager

2. Office manager

	10. Sharrock Insurance 

Broker
	10 employees


	Commercial and personal
	www.yell.com
	1. Company director 

2. Account manager



	11. Treelyn Insurance 

Broker
	15 employees


	Commercial
	www.yell.com
	1. Associate director

	12. SGY Insurance 

Broker
	19 employees
	Commercial and personal 
	www.yell.com
	1. Commercial insurance employee


4.5.3. Data collection 

In this research, a series of twenty five semi-structured interviews with managers and employees at all levels within twelve small insurance brokers in the UK were conducted. 

The total period of time taken to complete this research was from July 2005 until April 2007. Access was gained to key personnel who had knowledge concerning internal marketing issues such as the office manager, marketing manager, personal-lines employees and commercial-lines employees. This was arranged by contacting brokers by telephone followed by a letter explaining the main issues to be covered during the interviews (appendix 3). This allowed the researcher to arrange interviews with each manager of each broker involved in the study. 

In addition, the issue of confidentiality was raised in the letter sent to each broker manager and consequently, they were comfortable to have their interviews recorded. Also, the researcher attempted to encourage the managers to participate by promising that a report of the findings would be sent to them once the study had been completed. 

In this research two types of people were interviewed, namely managers and employees. The interview process consisted of two steps: first, interviewing the managers of each brokerage, where each interview lasted approximately 45 minutes. Second, interviewing one to three employees in each company, where each lasted approximately 30-35 minutes. 

It is noticeable that the interviews with employees were slightly shorter than those of the managers. This was due to the difficulty of gaining small insurance brokers’ agreement to participate in the research. Therefore, the contact with the managers of small insurance brokers resulted in them allowing the researcher to spend shorter time with employees as the managers declared that they could not sacrifice more time interviewing due to the limited number of staff in most companies that participated in this research. 

Having collected the data required for this research, the interviews were transcribed and ready for analysis. The data analysis process will be considered next. 

4.6. The analysis of data 

Qualitative analysis aims to make sense of massive amounts of data, reduce the volume of information, identify important patterns, and construct a framework for communicating the essence of what the data reveals (Patton, 1990). There are several ways of analysing qualitative data: 
· Content analysis: involves classifying text units into categories to allow an identification of valid inferences (Beattie et al., 2004). It can also be used for quantifying qualitative data by converting them into numerical variables for quantitative analysis to be applied (Hussey and Hussey, 1997). It is used in communication research, which can be concerned with newspapers, television and mass media (Bryman, 2008).
· Discourse analysis: used to analyse the language in “its own right” to seek an understanding of how and why individuals’ language is used in specific social contexts (Saunders et al., 2007, p.502). It focuses on the way versions of events are produced in discourse (Potter, 1997). 
· Narrative analysis: focuses on the analysis of stories that people tell to understand their lives and the world around them (Bryman, 2008). It seeks an understanding of the social context through individuals’ lived experiences (Marshall and Rossman, 1999). Therefore, it takes into account the signs, symbols and expressions of individuals’ feelings in language validating the way the narrators build meanings (Marshall and Rossman, 1999). Narrative analysis can be used in life history research (Bryman, 2008).
· Template analysis: according to King (1998), template analysis enables the researcher to design an initial template consisting of codes identified prior to the data collection stage. The initial template will be subjected to revision and changes as the researcher reads the text and analyses the data in order to identify themes, patterns and relationships between themes (Saunders et al., 2007). This will allow the researcher to come up with the final template including the main themes derived from the data analysis (King, 1998).
The template analysis technique was appropriate for this investigation. This was because the current study did not aim to analyse the language used, or stories reported by the interviewees regarding their experiences within their organizations. Rather it aimed to explore how internal marketing is understood and used within the context of small insurance brokers. In addition, due to the deductive nature of this work, where the author used the literature before embarking on the data collection and analysis, as explained earlier, template analysis will allow the researcher to pre-define initial themes derived from the theory and then revise them based on the data analysis.  

Moreover, as discussed earlier in this chapter, this study has adopted the critical realist philosophical stance where the research was being conduced to critically understand the reality of internal marketing and uncover factors that have an impact on its use in small insurance brokers. Template analysis is suitable for a piece of critical realist qualitative research (King, 1998). Developing initial codes and revising them will enable the researcher to produce the final template which reflects: issues concerning the understanding of the terms internal marketing and customer orientation; how internal marketing is used; and why and what factors influence the use of internal marketing. The final template is essentially a reflection of the reality of the phenomenon under investigation. 
Template analysis is mainly used in healthcare qualitative studies (Crabtree and Miller, 1999) and not well established in business and management research (Waring and Wainwright, 2008). It is an innovative way of analysing qualitative research because it has emerged from the positivist paradigm (Waring and Wainwright, 2008). However, recently business and management research has started to accept that interpretive qualitative research has theoretical as opposed to subjective value (Waring and Wainwright, 2008). Examples of studies that have used template analysis include King et al. (2002), King et al. (2003), Ray (2002), and McDowall and Silvester (2006)
. Although most of these studies were conducted in the areas of healthcare and psychology, they prove that template analysis can be used in qualitative research and can, therefore, be adopted in this analysis. However, there has been a recent tendency towards using template analysis in marketing studies. Yang (2008), for example, adopted the technique in her PhD thesis to explore consumer behaviour towards UK universities. Similarly, Kiely (2005) used the approach to examine emotions in business-to-business service relationships. This indicates that template analysis in the field of marketing research is being increasingly used and successfully applied. 

Moreover, the template analysis technique provides advantages over other qualitative research analysis methods as explained by King (1998): 
· The discipline of producing the template forces the researcher to take a well- structured approach to handling the data, which can be a great help in producing a clear, structured and final explanation of a study. In this case, the template analysis technique allowed the researcher to organise the themes in the template in a hierarchical way to ensure that data were interpreted and organised in a structured way that allowed a thorough interpretation of data as it is depicted in the initial and the final template. 
· The principles of the template analysis technique are understood by the researcher who is unfamiliar with qualitative research methods and as such it is a valuable introduction to the whole field. The template technique proved to be a flexible and effective approach to analysing the qualitative data collected in this research, as it helped achieve the research objectives and answer the research questions. 
On the other hand, template analysis is not problem free. According to King (1998), the main disadvantage is that the lack of substantial literature on the template analysis technique in comparison with other techniques such as grounded theory can make the researcher feel unsure of the analytical decisions he or she has to make. This in turn will result in templates that are too simple to allow any in-depth interpretation of the data or too complex to be manageable (King, 1998). In addition, it can result in the danger of over-descriptiveness or the risk of losing the individuals’ voices in analysing the total amount of data (King, 1998). 

4.6.1. Developing the template 

The development of the template is not a separate stage from its usage in the analysis of the data (King, 1998). Template analysis consists of three essential stages, namely, creating the initial template, revising the template and creating the final template. These are explained in this section.
4.6.2. Creating the initial template 

Template analysis starts usually with pre-defined codes in order to guide the analysis of the data (King, 1998). The most important issue considered when developing the initial template is the avoidance of starting with too many pre-identified codes as this can complicate the analysis and prevent the researcher from considering data which would conflict with the research assumptions (King, 1998). On the other hand, the researcher avoided starting with a limited number of codes so as to ensure that the researcher analysed the data in a clear direction and avoided the feeling of being overwhelmed by the mass of rich and complex data (King, 1998). 
The process of creating the initial template is similar to that of the ‘start list’ suggested by Miles and Huberman (1994). The initial template which encompasses the ‘start list’ codes was helpful as it forced the researcher to link the research questions and conceptual issues pertinent to the study to the data (Miles and Huberman, 1994). 

Accordingly, the initial template in this research included a set of codes derived from the literature review such as the definition of internal marketing, the aim of internal marketing, internal marketing activities (including internal communication, employee recruitment, employee training, employee empowerment and internal market research and segmentation), the definition of customer orientation, the importance of customer satisfaction,  employees’ attitudes towards customers, the outcomes and problems of internal marketing and the role of internal marketing implementation in developing customer orientation among employees. In addition, a few codes were identified based on the interview questions such as communication ways, issues considered during communication, advantages and disadvantages of communication, recruitment channels, issues considered when recruiting employees, advantages and disadvantages of recruitment, issues covered by training, advantages and disadvantages of employee training, employee empowerment activities, advantages and disadvantages of employee empowerment and advantages and disadvantages of internal market research and segmentation. 

As can be seen from the table below, the initial template consists of six highest-order codes subdivided into two and three levels of lower-order codes, which show the depth of the data analysis. 
· The first highest level-one code is ‘Internal marketing definition’. It comprises two level-two codes: ‘Meeting employees’ needs’ and ‘Employee as customer concept’. 

· The second highest level-one code is ‘Internal marketing aims’. This code comprises three level-two codes: ‘Employee satisfaction’, ‘Customer orientation’ and ‘Customer satisfaction’. 

· The third highest level-one code is ‘Internal marketing activities’. This code represents one of the main issues covered in this research, therefore, it encompass five level-two codes and each of them comprises three level-three codes as depicted in the table below.

· The fourth highest level-one code is ‘Customer orientation definition’. It comprises three level-two codes, namely ‘Putting the customer first’, ‘Customer satisfaction’ and ‘Employees’ attitudes towards customers’.
· The fifth highest level-one code is ‘The outcomes and problems of internal marketing’. It comprises two level-two codes. The first level-two code comprises three level-three codes. 

· The last highest level-one code is ‘The role of internal marketing in developing customer orientation among employees’. It encompasses five level-two codes as shown in the table below.

Table 4
Initial template to analyse internal marketing within small insurance brokers in the UK

	1.Internal marketing definition

Meeting employees’ needs

Employee as customer concept

2. Internal marketing aims

Employee satisfaction

Customer orientation

Customer satisfaction

3. Internal marketing activities
1.Internal communication
Communication ways

Issues considered during communication

Advantages and disadvantages of communication

2.Employee recruitment
Recruitment channels

Issues considered when recruiting employees
Advantages and disadvantages of recruitment
3. Employee training
Training activities

Issues covered by training

Advantages and disadvantages of employee training
4. Employee empowerment
Employee empowerment activities
Example of employee empowerment

Advantages and disadvantages of employee empowerment
5. Internal market research and segmentation
Research employees’ needs

Segmentation of employees according to their needs

Advantages and disadvantages of internal market research and segmentation
4. Customer orientation definition

Putting the customer first

Customer satisfaction

Employees’ attitudes towards customers

5. The outcomes and problems of internal marketing 

Advantages
Improved service quality

Increased sales

Increased profits

Disadvantages
6. The role of internal marketing in developing customer orientation among employees
Internal communication 

Employee recruitment 

Employee training 

Employee empowerment

Internal market research and segmentation


4.6.3. Revising the initial template

Coding in qualitative data analysis drives ongoing data collection so it can be described as a form of early analysis (Miles and Huberman, 1994). The ongoing coding may enable the researcher to uncover real and potential sources of bias and reveals incomplete or ambiguous data that can be clarified in the stage of code revision (Miles and Huberman, 1994). Accordingly, the template will be subject to revision as the data collection proceeds as part of the qualitative data analysis (Saunders et al., 2007). The researcher ought to work systematically through the full set of transcripts, identifying sections of the texts which are related to the research objectives and relating them to one or more appropriate codes identified in the initial template (King, 1998). This would reveal the inadequacies in the initial template and identify changes that should be made in order to develop the template into its final form (King, 1998). 

The process of revising codes is beneficial as it allows the researcher to check the codes in a way that provides clarification of their definition and is a good reliability check (Miles and Huberman, 1994). In other words, the initial template will be revised in the same way as the ‘start list’. Accordingly, pre-defined codes need to be changed as some codes may not work as there is no data to fit them or the way they divide up the phenomenon under investigation is not the way the phenomenon appears empirically (Miles and Huberman, 1994). Another reason for changing the initial codes is that sometimes they need to be broken down into sub-codes because two many segments of data are ascribed to the same code, which creates problems of bulk (Miles and Huberman, 1994).  

King (1998) provided three ways of amending the initial template that were followed in this research: 
· The template should be revised so that new codes can be inserted into the hierarchy as a result of identifying relevant issues to the research questions in the text, but not covered by existing codes in the initial template (King, 1998). For example, two level-one codes were added to the template, namely ‘The informality of internal marketing’ and ‘The lack of awareness of the role of internal marketing in developing customer orientation among employees’. Another example, the level-two codes ‘Increased sales’ and ‘Increased profits’ were added to the hierarchy under the level-one code ‘Internal marketing aims’ as a result of the data analysis. In addition, two level-two codes were added to the hierarchy under the level-one code ‘Customer orientation’. These codes are ‘The lack of understanding of the meaning of customer orientation’ and ‘Sales-oriented behaviour within small insurance brokers’. 
· The amendments can also be made by deleting codes from the hierarchy if they are not needed (King, 1998). It is important to delete codes when they look inapplicable, empirically ill-fitting, overbuilt, or very abstract (Miles and Huberman, 1994). For example, the code ‘The outcomes and problems of internal marketing’ was deleted from the hierarchy as it was not needed. This is because it was too abstract and inapplicable. Likewise, the code ‘The importance of customer satisfaction’ was deleted from the hierarchy. This is because it was ill-fitting as it overlapped with the code ‘Putting the customer first’; it was therefore not essential to consider it in the final template. 
· Changing the scope of a code. That is, changing its level within the hierarchy in the event that the researcher finds the code to be narrowly defined or too broadly defined to be useful (King, 1998). For example, the code ‘Customer orientation’ was initially a level-two code defined narrowly as a sub-code of ‘internal marketing aims’. However, customer orientation is an essential issue in this research, so revising the initial template enabled the researcher to change its level and consider customer orientation as a level-one code.
4.6.4. The final template 

The process of code revision is over when all data are coded, categories are ‘saturated’ and sufficient numbers of ‘regularities’ are identified (Lincoln and Guba, 1985). In other words, no template can be considered final if there is any section of the data remaining uncoded (King, 1998). However, as suggested by King (1998), in this  study, the decision on when to stop the analysis and decide on the final template was strengthened by the fact that the data were read four to five times, which allowed the researcher to feel more comfortable about the template. Additionally, confidence in her judgement on the final template was supported by extensive and regular discussions with her supervisors and a fellow researcher who was familiar with template analysis. This helped her to recognise the point where the template could be developed no further. Accordingly, the initial template was revised until all data was coded and analysed carefully, resulting in the final template of the data analysis in this research.  

The revision and amendment of the initial template allowed the researcher to decide on the final template as stated below. The codes presented in the initial and final templates fit into a structured order in a way that makes them seem to relate to each other in a coherent way, distinct from each other in a meaningful way (Miles and Huberman, 1994). This enabled the researcher to link them to the research objectives, and questions and codes were presented on a single page for easy reference as suggested by Miles and Huberman (1994). 

It is worth mentioning that quotes from the interviews were used extensively in the findings chapter because they would assist the reader to gain qualitative insights into the issues being covered and contributed to the soundness of the research (Griggs, 1987; Patton, 1990).

Table 5
The final template of the analysis of internal marketing within small insurance brokers in the UK 

	1. The lack of understanding of the meaning of internal marketing
Internal marketing as selling
Internal marketing as communication
‘Employee as customer’ concept
2. The aims of internal marketing
Increased sales
Increased profits
Customer satisfaction
Employee satisfaction

3. The informality of internal marketing within small insurance brokers in the UK
Internal communication
Employee recruitment
Employee training
Employee empowerment
Internal market research and segmentation
4. Customer orientation
The lack of understanding of the meaning of customer orientation
Sales-oriented behaviour within small insurance brokers
5. The lack of awareness of the role of internal marketing in developing customer orientation among employees: 

Internal communication and customer orientation
Employee recruitment and customer orientation
Employee training and customer orientation
Employee empowerment and customer orientation
Internal market research and segmentation and customer orientation


4.7. Research credibility 

The credibility of the research findings can be assessed by considering the issues of internal validity, reliability and external validity (Saunders et al., 2007). These issues are explained in this section, as follows: 
4.7.1. Internal validity 

The validity of qualitative research is the extent to which the researcher gains full access to the knowledge and meanings of participants (Easterby-Smith et al., 1991). In general, the validity of a well-conducted piece of qualitative research is not raised as an issue (Saunders et al., 2007). To maintain the validity of this study the researcher designed the interview questions based on an in-depth analysis of the literature. She also had the chance to gain significant inputs from her supervisors, which gave her confidence in the validity of the data and research findings. Thus, the qualitative research allowed the assurance of the research validity by allowing the researcher the opportunity to explore the main issues and concepts pertinent to this research and consequently, get answers for the research questions.
4.7.2. Reliability 

Reliability is an important dimension of research credibility. Reliability refers to the extent to which the data collection techniques or analysis procedures will yield consistent findings (Saunders et al., 2007). In other words, if a research finding can be repeated, it is reliable (Collis and Hussey, 2003). To ensure the reliability of this research, the researcher developed a set of research questions, a clear research aim and objectives, and in-depth analysis of the literature, which formed the basis for deciding on the issues covered in the interviews.  

Also, the researcher visited the websites of the companies that participated in the interviews to familiarize herself with the nature of the business and to gain some knowledge about the company in general. This enabled her to establish credibility in the eyes of the participants and encourage them to provide more information about the issues raised in the interviews. In addition, a letter was sent to the managers prior to the interviews informing them of the main issues to be covered and confirming the confidentiality of the information collected. Consequently, a reasonable level of trust was built by the researcher, bias was minimized and the reliability of the data and findings was ensured. Moreover, following Rust and Cooil (1994) and Ulaga (2003) the researcher sought a great deal of support through regular and extensive discussions with her supervisors and a number of  academics in order to gain more confidence in the accuracy, clarity and logic of the themes derived from the interview analysis and the research findings. 

Furthermore, the research sample consisted of participants who had knowledge of the research subject, as recommended by Morse et al. (2002). This was ensured by sending a letter to the managers of small insurance brokers explaining the main issues to be covered in this research; consequently they were able to select the most appropriate people for interview. This ensured efficient and effective saturation of data with optimal quality and minimal waste (Morse et al., 2002). Data saturation ensured replication in categories and the replication itself would verify and ensure comprehensiveness and completeness (Morse et al., 2002). Consequently, the validity and reliability of the research findings were maintained by ensuring that the data reached saturation. 
4.7.3. External validity 

This refers to the extent to which the research findings can be generalised: that is, whether they are equally applicable to other research settings, such as other organizations (Saunders et al., 2003). An important issue of the generalisation of a piece of qualitative research is the significance of the conducted research to the theoretical propositions (Bryman, 1988). Simply, if the researcher is able to relate the study to existing theory, they will be in a position to demonstrate that the findings have a broad theoretical significance (Marshall and Rossman, 1999). Therefore, the generalisabililty of the qualitative research findings were strengthened by attempting to link the findings of this research to the relevant literature as explained in the discussion chapter. This in turn allowed the researcher to test the applicability of the internal marketing literature to small insurance brokers and justify it in a way that helps to a certain extent to generalize the findings. 
4.8. Conclusion

The philosophical paradigm, research approach and research strategy adopted in this thesis were discussed in this chapter. To achieve the aim of this study, qualitative research methods were used. As such, a series of semi-structured interviews were conducted within small insurance brokers. The process of the interviews was fully explained. In addition, the template analysis technique was used to analyse the data providing the initial and final template of the themes derived from the data analysis process. Finally, the issues of validity and reliability were explained. 

While this chapter introduced the methodology used in this research, chapter five and chapter six will focus on presenting the research findings. 

Chapter five: Research findings

Internal marketing within small insurance brokers in the UK

Overview

The following two chapters report on the findings of this research. 

Chapter five will cover the research findings with regard to internal marketing within small insurance brokers. Two main themes will be discussed: (1) the lack of understanding of the meaning of internal marketing and (2) the informality of internal marketing within small insurance brokers. 

Chapter six will cover the research findings in relation to customer orientation within small insurance brokers and the role of internal marketing in developing customer orientation among employees. Three essential themes will be discussed: (1) the lack of understanding of the meaning of customer orientation; (2) sales-oriented behaviour within small insurance brokers; and (3) the lack of awareness of the role of internal marketing in developing customer orientation among employees. 

Themes will be discussed and supported with quotes from the interviews to allow more understanding of the phenomena covered in this research. It is also worth mentioning that, in order to ease the explanation of the findings, the researcher simply coded the managers of brokers as M, the employees as E and brokers were numbered from 1-12. For example, 4.1E refers to interviewee number 1 in broker 4.

5. Research findings: internal marketing within small insurance brokers in the UK

5.1. Overview of the chapter 

This chapter reports on the research findings regarding internal marketing within small UK insurance brokers. Two main themes emerged from the data analysis, namely a lack of understanding regarding the meaning of the term and, where it exists, the informality of its application within small insurance brokers.

The research found that there was a general lack of awareness of the strategy amongst small brokerages and that interviewees were unfamiliar with the concept of ‘employee as customer’, a term central to the ethos of internal marketing as discussed in chapter two of this thesis. Also, there was a lack of awareness of the aim of internal marketing in developing customer orientation among employees. Rather, many interviewees believed it to be a sales initiative. 

Moreover, there were some differences between employees and managers regarding the understanding of internal marketing. However, there was no substantive difference between commercial and personal-lines interviewees in relation to their perception of the terms internal marketing and ‘employee as customer’ or of the aim of internal marketing. 
5.2. The lack of understanding of the meaning of internal marketing
This was the first theme in the final template presented in the previous chapter (see page 117). The research findings indicate that there was a lack of understanding of the meaning of internal marketing among employees and managers in small insurance brokers. Seventeen out of twenty five interviewees had not heard of the term, but some of them guessed at its definition, as will be considered in this chapter. However, four out of the seventeen (6.1E, 1M, 2M and 8M) could not provide any definition. One response was:

“I have not heard the term; it does not mean anything to me. I have never heard of it and I do not know what it is”(6.1E). 
Similarly, another interviewee said:
“I have not heard of it. I have not got a clue”(1M). 

Despite this, three different definitions were suggested by interviewees, although only one was partially relevant, namely “internal marketing is communication with employees”. These three definitions are discussed in turn below.
5.2.1. Internal marketing as selling insurance products to customers 

The findings indicate that eight out of twenty five interviewees (1.1E, 4.1E, 4.2E, 7M, 10M, 7.1E, 1.2E and 12E) understood internal marketing to be selling insurance products to customers. One interviewee stated: 

“I have heard this term. Internal marketing is the means to obtain further business for the company, increase the income of the company and increase the customer base”(1.1E). 

He agreed that he had heard of the term and defined it as a way of attracting more customers to buy the company’s products and gain more income. 

Another participant declared:

“I have not heard of it before until they said about it for you; I would say it is to do with things within the company, to market the product we use basically”(4.2E). 

And a further respondent opined that internal marketing was about cross-selling by making clients aware of the products available in all departments of the company to ensure that their insurance needs were being met. The interviewee claimed familiarity with internal marketing:
“I am familiar with the internal marketing term. It means making sure that we are firstly dealing with sales between various parts of our company. In other words, if one division has a product and a client in another division, the client is aware of the entire product range that we can provide and secondly that we are fulfilling the needs of our clients - in other words making sure they are aware of what we can offer”(7M).
This notion was supported by interviewee 10M who said:

“Yes. I’m familiar with the term…Internal marketing to me means marketing to our own clients, so cross-selling in a way”(10M).

Although all claimed to be familiar with the term internal marketing, clearly their understanding was flawed. A wish to convey a positive image of themselves and the company may be at the root of this. Their views on the definition of internal marketing were certainly not based on an understanding of its meaning as identified in the academic literature. They attempted to guess the definition based on the aims of the company (for example, to increase sales and profits and to grow market share). This is consistent with the suggestion that insurance brokers in general are sales-oriented (Maas, 2006), and that not all small brokerages are customer-oriented (CII, 2004). 
5.2.2. Internal marketing as selling to employees

Three out of twenty five interviewees suggested that internal marketing was selling insurance products to employees (11M, 10.1E and 1.8E). Two of them had not heard the term and consequently appeared to come to a definition based on an educated guess. One person replied:

“No I am not familiar with the term. Well, it is the marketing we do within the company”(10.1E).

In the same vein, another respondent said:
“I am not familiar with the term internal marketing, no not at all. Internal marketing to me would sound like selling to your own employees”(11M). 
And another suggested that internal marketing was selling to employees within the company:
“Yes I have heard the term internal marketing, but I do not know what it means; it is quite a difficult one isn’t it? I assume it is marketing within your own company”(8.1E).

Consequently, these people thought that internal marketing was mainly about marketing and selling the company’s products to employees within the firm. This indicated that they lacked an understanding of the meaning of the term and thought the main focus was on making sales. 

It is worth noting that whether the interviewees defined internal marketing as selling to customers or employees, the main focus in both cases was on making sales. This indicates that the respondents were more sales than marketing-focused as suggested by McDonald (2007). McDonald claimed that small companies have a poor understanding of the marketing concept.  If this is true, then it is not surprising that they also had a poor understanding of the term internal marketing. 
5.2.3. Internal marketing as communication with employees 

Nine out of twenty five interviewees (5M, 7.2E, 9.1E, 5.1E, 3M, 9M, 4M, 3.1E and 2.2E) defined internal marketing as communication with employees. One stated: 

“I am not familiar with the term internal marketing. It probably means making your staff aware of how they can market the product and sell it…without going away from the premises and without using advertising media”(5M).

So internal marketing was seen as communicating with employees to provide them with information that enabled them to sell insurance products to customers without using advertising.

Similarly, another participant said:
“Yes. I have heard the term internal marketing. I think staff internally need to be aware of the products that are available. So for us as a company we need to be able to sell to our own members of staff so all of our staff know what we can do as a company for our clients”(7.2E).
This interviewee thought that internal marketing involved creating product awareness among employees to enable them to sell to customers and meet their needs. 

Creating an awareness and knowledge among staff about the role of each employee and department within the company was cited by one person as the core proposition of internal marketing:

“I am familiar with the term internal marketing. I would define it as letting other departments within the same firm know what the [different] roles are…or, you know, it’s sort of advertising and knowledge within a company, of letting people know what each department does”(9.1E).

According to these interviewees, internal marketing was understood to be communication with employees about the products available in order to promote and sell those products to customers. This also supports the research findings which indicate that internal marketing was defined as selling insurance products to customers or employees as stated above. Having said that, the language used reveals a proposition of a likely meaning rather than a definition based on an understanding of the concept.

Although the interviewees did not focus on using internal communication to encourage employees to be customer-oriented personnel, two of them thought that internal marketing referred to the communication process within the organization and the way staff treated clients (3M and 5.1E). One said: 

“No I have not heard of it. Internal marketing is communication within the company that will directly impact on the way you sell and treat clients”(5.1E). 

Similarly, a manager thought that internal marketing was the process of transferring information within the organization, which in turn impacted on the company’s image in the customers’ eyes: 
“Yes I am familiar with the internal marketing term….It is the culture if you like of the company and how it transfers the information around the business and ultimately how that is projected out to the client base”(3M).

These interviewees were aware that communication with employees should have an impact on the way staff treat customers (in a customer-oriented manner). One may wonder what the reasons are behind the focus on communication with employees when defining internal marketing. It is logical to conclude that small insurance brokers are aware of the importance of communication with respect to the effectiveness of their businesses in terms of selling to customers. However, as considered in chapter two (see section 2.7), internal marketing is not only about communication with employees, it is also about employee training, employee recruitment, employee empowerment and using marketing tools within the organization in order to encourage workers to behave in a customer-oriented manner, which none of the participants mentioned. 
It is interesting to note that most interviewees who defined internal marketing as communication with staff were employed by small rather than micro brokers (5.1E, 4M, 5M, and 7.2M). This suggests that small brokers may be more aware than micro firms of internal communication as an internal marketing element. This may be because larger brokers use more formalised internal communication activities than smaller ones, as will be explained in section 5.5.1.  

Managers versus employees

The research findings indicate that there may be a difference between employees and managers with regard to their understanding of the term internal marketing. Eight employees (1.1E, 1.2E, 4.1E, 4.2E, 12E, 10.1E, 7.1E and 8.1E) understood internal marketing to be selling to employees or customers. One interviewee focused in his definition on the idea as selling the company’s products to customers and helping them to have their insurance needs met:
“Yes, I have heard the term internal marketing. Internal marketing is fundamentally talking about how to look after and increase the existing business by marketing with existing customers and helping them as much as you can”(1.2 E).

However, only three out of fifteen employees defined internal marketing as a form of communication (see the responses of 7.2E, 9.1E and 5.1E above). Two of them (7.2E and 9.1E) only hinted at this and did not explicitly state that the strategy was communication related. On the other hand, four out of ten managers defined internal marketing as communication with employees (see 3M and 5M, quoted earlier). 9M and 4M shared the same views. Manager 9M stated:
“I have not heard the term internal marketing. Internal marketing refers to communication with staff, I believe. That’s how I’d describe it. Am I right to say that?”(9M).

And 4M replied: 

“I am not familiar with the term internal marketing. It is making employees aware of what we need and what our goals and aims are and how we interpret that and communicate it”(4M). 

According to these definitions, internal marketing refers to communication between employees, and between managers and employees, about a firm’s aims and goals. As such, the managers were seemingly more explicit about the definition of internal marketing as communication, which is closer to the correct academic meaning. It is likely that the managers of small insurance brokers have more work experience, in particular in managing employees and businesses, than do their employees, and therefore realise the importance of communication with their staff in enabling them to successfully carry out tasks and hence make customers happy. On the other hand, for most employees, internal communication appears to focus on how to sell insurance products to customers.  
Thus, the difference between the managers and employees regarding their understanding of the term internal marketing appears to be related to the employment status of the interviewees. This supports Opoku et al. (2009) in their finding that there is a weak relationship between the perceptions of internal marketing and the employment status of the interviewees in Ghanaian Commercial Banks. As in this study, the weakness of the relationship was caused by the lack of understanding of internal marketing by employees and managers. In this research, the managers were not fully aware of the meaning, so it is not surprising that employees had not understood it either. This corresponds with the findings of Broady-Preston and Steel (2002) who found that the managers of public libraries did not understand the term internal marketing as defined in the literature. The difference between the managers and employees implies that there was no programme of internal marketing applied at the strategic level to create an internal environment that encourages employees to become customer-oriented.  

Management failure to ensure that the internal marketing concept is consistently understood throughout an organization may impact negatively on employee satisfaction and their level of customer orientation and business performance. If managers do not understand the strategic role of internal marketing, money invested in implementing it will not pay off (Grönroos, 2000). Ballantyne (2003) argued that top management should have a greater understanding of the term and this should be propagated down through the hierarchical chain to all employees within the organization. This in turn will facilitate the successful application of the concept (Greene et al., 1994). Thus, it surprised the researcher that there was no full understanding of internal marketing among managers despite the increasing importance of the broker-client relationships for the insurance broker business. 

Commercial versus personal-lines

In the research sample there were seven commercial-lines (6.1E, 1.2E, 4.1E, 8M, 11M, 12E, 7.2E) and five personal-lines interviewees (1.1E, 3.1E, 4.2E, 2.2E, 7.1E). The research findings indicate that two commercial-lines participants (6.1E and 8M) were unable to define the term as they had not heard of it (see page 123). A commercial-lines interviewee (7.2E) defined internal marketing as a sort of communication with employees to make them aware of the insurance products the company sells, and to enable employees to meet customers’ needs (see page 127). On the other hand, four commercial-lines interviewees defined it as selling to employees or customers (12E, 4.1E, 11M and 1.2E). One of the commercial-lines interviewees said: 

“Yes, I have heard of it briefly. Internal marketing within our company we would say, probably [involves] how we look at our products and how we are actually going to sell them to the customer. So it is really I suppose differentiating which products are going to be the best for which customer”(12E).

Another believed that internal marketing referred to cross-selling: 

“I have not heard a great deal of it, it has to be said. We do not tend to do any cross-selling here at the moment. I am assuming you are referring to cross-selling, like somebody gets a private car policy and house insurance at the same time”(4.1E).
Thus, commercial lines interviewees emphasized the idea of sales in their definitions.

With regard to personal-lines interviewees, the findings indicate that 1.1E and 4.2E defined internal marketing as selling, as quoted earlier in this section. In a similar way, 7.1E stated:
“Yes I have heard the term internal marketing. It means what we do from Coleman to market our products” (7.1E).
This definition is similar to those provided by commercial-lines interviewees (1.2E 4.1E, 12E, and 11M). Small insurance brokers may be vulnerable to takeover by larger ones and so may have to join a brokerage network in order to maintain their market share; otherwise they may have to close their businesses (Data Monitor, 2009). Consequently, they may aim to increase sales and grow their businesses in order to survive in the competitive insurance market. This is a natural aim of small insurance brokers as growth is the main aim of small firms in general (Storey, 1994). 

Despite that, another personal-lines interviewee had heard of the term internal marketing and defined it as communication with employees: 

“Yes I have heard the term internal marketing. Basically, the communication between members of staff within the company”(3.1E).

This is a relevant view on the meaning of internal marketing, although the interviewee had not clearly stated what the communication would be about. In the same way, another personal-lines respondent admitted:

“I have not heard the term internal marketing. I would define it as making people aware of what we sell, what products we do and what sort of other insurance we do”(2.2E).

The personal-lines interviewee had not heard of the term and suggested that it was about informing employees about the products they sold. However, the definition provided was based on guesswork, not on real knowledge and understanding of marketing terms. Thus, there was no clear difference between commercial and personal-lines respondents. They both appeared to guess the definition and focus on making sales.

Summary 

There was a lack of understanding of the term internal marketing within small insurance brokers. The interviewees provided an erroneous definition based on an educated guess. The term was defined as selling insurance products to customers or employees as well as communication with employees. In addition, they focused on the idea of communication with staff to achieve the aim of selling and generating business from customers rather than encouraging workers to behave in a customer-oriented manner. So, their understanding of internal marketing as communication with staff aimed to create product awareness and not customer orientation amongst employees. 
In addition, there was some difference between their views on the definition of the term. While some of the managers focused explicitly in their definitions on communication with employees, the employees tended to define it as selling to customers or employees. However, there was no real difference between commercial-lines and personal-lines interviewees. Most of them tended to guess the definition, and focused on selling to employees or customers. Moreover, micro brokers tended to be less aware of the meaning of the term than small brokers.
5.3. The lack of understanding of the concept ‘employee as customer’ 
To further explore perceptions of internal marketing, the participants were asked about their understanding of the term ‘employee as customer’. The findings indicate that nineteen out of twenty five interviewees had not understood the term ‘employee as customer’. Only six out of the twenty five interviewees (8M, 7M, 7.2E, 11M, 5.1E and 2.1E) provided relevant views on its meaning. Out of the nineteen who claimed not to understand it, eight suggested different views on its meaning as will be seen in this section (4.1E, 5M, 2M, 3M, 12E, 7.1E, 4.2E and 3.1E). However, eleven out of the nineteen (6.1E, 4M, 2.2E, 1M, 1.1E, 1.2E, 8.1E, 9M, 9.1E, 10M, 10.1E) did not suggest any particular definition. A typical response was:
“I have not heard of the concept of treating employees as customers. I do not know what it is”(6.1E). 

Another participant gave a similar reply:

“I am not really familiar with the term employee as customer. I think it is something that we do anyway without putting the name to it”(4M). 

The interviewee had not heard of the term ‘employee as customer’. Curiously, they thought that they already treated employees as customers without knowing that there was a term to describe it. 

Despite this, two people (4.1E and 5M) suggested it referred to employees who became customers of the company in which they worked. One contended that:

“The employee as customer term is a complicated question. I have not come across that term. I suppose it is where you are both the employee and the customer of the company, so a lot of people here would have their private car policies insured through ourselves so they will be both clients and employees for us”( 4.1E).

The interviewees admitted that it was difficult to define the term ‘employee as customer’ as they had not previously heard it. However, they thought it referred to the situation where employees became customers of the company in which they worked. 

On the other hand, another participant thought that the term ‘employee as customer’ meant that staff were able to bring customers (such as friends or family members) to their companies:

“We do not have the concept of employees as customers: not really, the only thing is employees may generate business from their own friends or relatives but we do not market within the company”(2M).

Another interviewee offered a different account of the ‘employee as customer’ concept:

“I have heard the term employee as customer. I find it quite important that my employees put themselves into the shoes of the customers on a very regular basis in terms of what we have to offer on a client base, because in that regard they can more effectively choose the right products and services for the client specifically…to get information and then make sure that we formulate products and services that suit the client more effectively”(3M).
This manager thought that the term ‘employee as customer’ meant that staff should provide customers with the right information and help them make the right purchase decision. This is not even close to the academic definition of the term and, in fact, none of these nineteen interviewees knew how to explain it correctly. Consequently, the managers seemed to have little understanding of the concept and therefore did not use it within their companies. This may have a negative impact on employee motivation and discourage workers from behaving in a customer-oriented manner.  

Commercial versus personal-lines

The findings indicate that there was no real difference between commercial and personal-lines interviewees regarding their understanding of the term ‘employee as customer’. Two out of seven commercial-lines participants thought it referred to employees becoming customers of the company for which they worked (12E and 4.1E). One commercial-lines interviewee said:
“No I have not heard of it. Employee as customer, I suppose well, an employee could be a customer, they could be buying the insurance products as well as anybody else”(12E).

Similarly, interviewee 4.1E thought it meant having employees who would buy insurance products from the company for which they worked, as quoted on page 134. Despite this, three commercial-lines respondents provided relevant definitions (8M, 11M, and 7.2E). One replied:
“Yes, I have heard the term employee as customer. I would say the employee as customer is for us to make the employee very much a part of the organization and treat the employee as if he was an external customer so that we would be looking to improve the way that employees are treated within the organization”(8M).
Accordingly, the term ‘employee as customer’ meant that the company should improve its ways of dealing with employees and treat them as if they were customers. 

Another commercial lines interviewee had not heard of the term, and therefore suggested that it meant treating employees as if they were customers:

“No I haven’t. I would think treat them in the same way as you would treat your own customer”(11M). 

On the other hand, all personal-lines respondents (1.1E, 2.2E, 4.2E, 7.1E and 3.1E) were unfamiliar with the term ‘employee as customer’ and claimed not to have heard it previously. Two personal-lines interviewees (1.1E and 2.2E) did not provide any definition. Also, another interviewee suggested that the term ‘employee as customer’ referred to the company’s focus on satisfying customers:

“No I haven’t heard of it. Employee as customer means keeping customers happy. This is the main concern we have”(3.1E). 

He guessed at the meaning because he had not previously heard the term, not because he was dealing with personal-lines.  

Despite this, there was similarity between commercial-lines and personal-lines regarding their views on the definition of ‘employee as customer’. For example, a personal-lines interviewee highlighted unfamiliarity with the term and guessed that it referred to employees buying their company’s products, and their opinions about its prices:

“No I am not familiar with the term employee as customer. I would imagine that it is something like if someone says to you, 'if you are going to buy this product as a customer, what would you think it would be worth?”(7.1E).

In the same way, another personal-lines respondent stated that the term ‘employee as customer’ was about employees buying company products:
“No I have not heard of the term employee as customer. To me, it means myself using the product we sell”(4.2E).

Personal-lines interviewees defined the term as referring to an employee buying the products of his company. Surprisingly, the definitions suggested by personal-lines staff (7.1E, 4.2E) were similar to those suggested by commercial-lines workers (12E and 4.1E). Thus, both types of interviewee (commercial and personal) had no awareness of the term and their definitions were unconvincing from an academic point of view. They tended to provide a literal interpretation of the phrase as they did not know its meaning. 

Although the majority of interviewees were unfamiliar with the term ‘employee as customer’, six out of twenty five (7.2E, 5.1E, 8M, 7M, 11M, and 2.1E) actually did provide a clear definition. One, who stated that he had not heard the term, suggested that it was about how the company treats its employees and understands its employees’ needs:

“No I’ve not directly heard the term employee as customer. I think (may be) the way the employer looks after the staff and potentially what the staff are looking for from the employer”(7.2E).

Although these interviewees were able to provide relevant views on the meaning of ‘employee as customer’ (8M, 7.2E, 11M, 5.1E, 7M and 2.1E), their definitions were based on presumption, whether they had or had not previously heard the term. They guessed that it was about treating employees as if they were customers, but they did not state explicitly how this could be done.  It is not surprising that most interviewees were not aware of the term as most of them were not aware of the term internal marketing in the first place.

Summary

Most respondents were unfamiliar with the term ‘employee as customer’. It was mainly understood to mean that employees become customers for the companies for which they work, that they bring customers to the company, and that they provide customers with information to help them make the right decisions when buying insurance products. In addition, there was no difference between commercial and personal-lines interviewees regarding their understanding of the concept. Both tended to guess at the definition, explaining it as employees becoming customers of the company for which they worked.
5.4. The aims of internal marketing

In addition to examining the understanding of the term internal marketing within small insurance brokers, the interviewees’ views about the aims of internal marketing were also considered. This was the second theme in the final template presented on page 117. The research findings indicate that there was a lack of awareness of the aim of internal marketing, which is to create a customer orientation among employees. This is hardly surprising given that they did not understand the term internal marketing. Seven out of twenty five interviewees (1M, 2M, 2.2E, 4M, 5M, 6.1E and 7.1E) did not provide any views on the aim of internal marketing, typical responses being: 

“I do not know anything about the aim of internal marketing”(2.2E).

Those people were unable to identify an aim for internal marketing. This was due to a lack of awareness of the meaning of the term as revealed in this research. 

Despite this, the findings indicate that the main aims of internal marketing were thought to be customer satisfaction (8M, 1.1E, 3.1E, 12E and 7M), increased sales (11M, 1.1E, 7.2E, 10.1E, 9.1E, 4.2E and 8.1E) and profits (10M, 1.2E, 3.1E, 12E and 7M). One interviewee said:

“The aim of internal marketing is additional revenue and looking after our clients basically”(7M).  
Another suggested: 
“The main aim of internal marketing is to gain more sales, I suppose”(9.1E). 
On the other hand, one interviewee believed that the aim of internal marketing was to satisfy customers’ needs as well as to achieve profits:

“Probably finding which are going to be the best products for the customer, and also which are going to be the most profitable as a business as well for ourselves”(12E).

In addition, another claimed that internal marketing aims to satisfy employees as well as customers to ensure that the business is successful and achieving profits: 
“The aim of internal marketing is to keep the business running in a profitable way and keep clients and staff happy and satisfy their needs”(3.1E).

Two interviewees (7.2E and 5.1E) thought that internal marketing was aimed at communication within the company, a view which was close to their definitions of the term. For instance, one respondent believed that internal marketing was aimed at communicating with employees about insurance products so that they were able to increase sales volumes:
“The aim of internal marketing is to build a bigger awareness of the products that are available so the staff can sell more broadly to organizations and bring new business”(7.2E).

Another interviewee suggested that internal marketing was about communication within the organization to ensure that people understand the aims of the company and endeavour to achieve them: 

“The aim of internal marketing is to make everybody aware and working towards the same goals with the same structure and understanding”(5.1E).
This view corresponds with the participant’s view about the definition of internal marketing (see page 128). The researcher believes that what the interviewee meant by the goals of the organization was selling, as her definition of internal marketing focused on how the communication within the company impacts on selling insurance products to customers. As such, these two respondents were not aware of the aim of internal marketing in developing customer orientation among employees. The views provided were based on an educated guess, not on a real understanding of the term and its aim. 
These interviewees believed that internal marketing is aimed at achieving employee and customer satisfaction and making sales and profits to grow the business. These views reflect the general objectives of any small business. Small insurance brokers aspire to survive in the competitive insurance market and it is right for them to have such ambitions. Small brokers have to satisfy customers to ensure loyalty and repeat business and hence grow their market share. The failure of small insurance brokers to meet customers’ needs may be catastrophic. Customers may decide to go to other companies and then small brokers will have to leave the market.
Moreover, four out of twenty five interviewees suggested that the aim of internal marketing was to achieve employee satisfaction (3.1E, 2.1E, 4.1E and 9M). This was stated by respondent 3.1E (see page 139). Another stated that internal marketing was used to:

“Ensure that employees are happy”(2.1E). 

In the same vein, an interviewee proposed a positive view on the aim of internal marketing; that it was about communication between people within the company and between staff and customers. This person added that internal marketing aimed to satisfy employees and ensure that their training needs were being met:

“It is a sort of a way of presumably communication really between employees and employees and between the client and ourselves, it is just a way of making sure that everybody is happy with what they are doing, with what sort of policies they have, making sure that all people working here are happy in their role and happy that they have enough training”(4.1E).

According to these responses, internal marketing is aimed at achieving employee satisfaction. A considerable amount of the literature argues that its goal is to satisfy employees as a prerequisite to satisfying external customers by treating employees as customers (George, 1977; Berry, 1981; Berry and Parasuraman, 1991; Woodruffe, 1995), as considered in chapter two (see section 2.3). 
Looking at the definition of internal marketing suggested by interviewee 4.1E (see page 131), it is maybe surprising that he had not previously heard the term, and hence described it as cross selling. Why did interviewees 3.1E, 2.1E and 4.1E believe that internal marketing was aimed at satisfying employees, even though they were not fully aware of the meaning of the terms internal marketing and ‘employee as customer’? The researcher concludes that although the managers had not created an employee as customer culture, mainly to satisfy employees within the brokers, the communication between managers and employees may have focused on meeting employees’ needs (in particular training) to comply with FSA regulations, as will be considered later in this chapter. Satisfying employees will enable them to do their job successfully. Also, the researcher believes that the managers of small brokers strive to satisfy their workers as they do not have sufficient time or money to recruit new staff. In addition, they dislike recruiting new employees, as will be considered in the next chapter. 
Managers versus employees

The findings indicate that there were similarities and differences between managers’ and employees’ views on the aims of internal marketing. The managers suggested that internal marketing targets customer satisfaction (8M and 7M), making sales (11M and 10M) and profits (10M and 7M), to grow the business. For instance, one manager affirmed that:
“Internal marketing aims to generate more business”(11M). 

Another interviewee suggested that:
“Internal marketing aims to make the most of your own client base (and) maximise profit”(10M).

Another manager added that the aim of internal marketing is to achieve customer satisfaction:
“The aims of internal marketing for us would be to make it easy for us to satisfy our clients’ needs within the insurance market”(8M).                     

On the other hand, employees had similar views on the aim of internal marketing. For instance, customer satisfaction, increased sales and profits were all raised by employees (see, for example, the statements of 9.1E, 12E and 3.1E on page 139). Similarly, another interviewee affirmed that:
“The aim of internal marketing is to produce business for us and therefore produce profits and income”(1.2E).  

The researcher deems that the similarities between those managers’ and employees’ views on the aim of internal marketing stemmed from the desire of small brokers to increase sales and grow their businesses to stay in the market, as well as from communication between the employees and managers that may have largely focused on these aims. 

Despite this, the research uncovered some differences between the managers and employees with regard to their opinions on the aims of internal marketing. For example, it was stated above that interviewees 7.2E and 5.1E believed that internal marketing creates communication within a company so that all employees are familiar with the products available to customers. Also, respondents 3.1E and 2.1E suggested that internal marketing satisfied employees, and 4.1E added that employee satisfaction could be achieved through communication between managers and employees, to identify employees’ needs. Another employee believed that the aim of internal marketing was to improve relationships with customers:

“Internal marketing aims to look after the clients we have, to obtain extra business from them, to maintain good relationships with them, and to increase the customer base”(1.1E).

These differences between the managers’ and employees’ views on the aims of internal marketing are related to employment status. The managers focused mainly on making sales and profits and achieving customer satisfaction in order to grow their companies in size and survive in the market. On the other hand, some employees believe that internal marketing targets the achievement of employee satisfaction, the development of relationships with customers, and communication within the company, to create awareness among staff about available insurance products. This could be an outcome of internal communication within the company as discussed in the next chapter (see section 6.4.1); the employees believed that internal communication would lead to staff satisfaction and motivation in addition to improving their knowledge about insurance products available to customers, to meet their needs and to develop relationships with customers. Another reason could be the training activities which focused on treating customers fairly. As a result, training could lead to customer satisfaction and maintain healthy relationships with them (see section 5.5.3). The Broker-client relationship might also be crucial to the survival of small insurance brokers in the market (Beloucif et al., 2004; Maas, 2006). Thus, the ways in which internal marketing has been used, namely to improve internal communication and employee training, is behind the employees’ views on the aims of the strategy. 
Personal versus commercial-lines 

The research findings indicate that there was no substantive difference between commercial and personal-lines interviewees in relation to their views on the aims of internal marketing. As quoted earlier, some commercial-lines interviewees believed that internal marketing was aimed at making sales (11M and 1.2E). Another (7.2E) focused on making sales through creating awareness among employees about products available to customers. Others suggested that the aim of internal marketing was to make profits (12E and 1.2E). Similarly, personal-lines interviewees suggested that internal marketing was aimed at making sales (see, for example, the statement of 1.1E) and profit (3.1E). One of the commercial-lines interviewees (8M) and some personal-lines respondents (3.1E and 1.1E) suggested that the target of internal marketing was customer satisfaction. These are important aims for small insurance brokers whether they deal with commercial or personal insurance. Both were aware of the importance of customer satisfaction in making sales and keeping their businesses running. Commercial insurance brokers place an emphasis on increasing profitability through selling and cross selling, generating profitable new businesses and strengthening existing relationships in order to protect and increase their market share and stay in the market
. Similarly, the number of customers buying personal insurance face-to-face has fallen significantly since 2004 as a result of increased competition from direct sales channels (Data Monitor, 2007). Consequently, brokers are looking for survival strategies; otherwise they will lose the whole of their market share in the next five years (Data Monitor, 2007). Neither type of interviewee (commercial or personal) was aware of the aim of internal marketing in developing customer orientation among employees, and their views were, therefore, based on guesswork. This is not a surprising outcome given that they were not aware of the meaning of the term internal marketing. 
Summary 
There was a lack of awareness of the aim of internal marketing in developing customer orientation among employees within small insurance brokers. The interviewees believed that internal marketing was aimed at employee and customer satisfaction, increased sales and profits. Despite that, there was a small difference between the managers and employees. The managers tended to believe that internal marketing was intended to increase sales and profits to grow the business, while employees thought that internal marketing was meant to increase employee satisfaction, and to develop customer relationships and communication inside the company to create awareness among employees about the products available to customers. In addition, there was no difference between personal-lines and commercial-lines interviewees. Both tended to guess that the aim and focus were on making sales and profits and on building customer satisfaction. 

It is not a problem if small insurance brokers are unfamiliar with the term internal marketing and its aims, but it is important that they adopt it as a strategy and consequently develop customer orientation among their employees. In other words, the formalised application of theoretical models and constructs of internal marketing is less important here than the implementation of the ethos. How internal marketing was used within small insurance brokers will be fully considered next.
5.5. The informality of internal marketing within small insurance brokers

This was the core theme in the final template presented on page 117. The research found that small insurance brokers used internal marketing informally. This type of usage was characterised by informal internal communication, employee recruitment methods, employee empowerment and internal market research. In addition, the formality of internal communication and employee recruitment activities increased as the brokers grew in size. Moreover, employee training activities were more formalised within small insurance brokers in order to comply with the FSA regulations. 
The research findings about internal marketing activities in small insurance brokers are fully considered in the following sections.
5.5.1. Internal communication

The findings indicate that, because of the small size of insurance brokers, communication with employees was mainly informal. The managers communicated with employees verbally when passing, or during lunch time. For instance, an interviewee stated:
“…informing employees can be done by word of mouth where I would go personally and just say to people ‘look, by the way this is going to happen’. If it is a heavier subject such as a computer system, we will have a work meeting. If it is heavier than that, I would individually talk to them and say look this is going to happen”(1M).
This indicated that the communication between managers and employees was informal and verbal. However, if there was a difficult issue that employees could not handle on their own, then the manager would arrange a meeting with them to resolve the problem. In the same vein, another interviewee said:

“…we work in a small office therefore there is day-to-day exchange of ideas and problems. In addition, once a month we meet for an informal lunch and we exchange views. However, we have an intention to try to have more regular meetings at least once a week even if it is for a short time. Everybody is welcome to forward any ideas or suggestions. There are no newspapers, it is generally verbal…We do not…communicate with employees. We are aware of it, but this is a thing that we should do”(2M).

This interviewee admitted that there was an informal exchange of ideas and discussion of problems on a daily basis within the company. However, s/he was aware of the necessity for regular weekly meetings as a means of gathering employees’ suggestions and views. In addition, there were no newsletters distributed amongst employees. 

In addition to the absence of formal meetings and regular newsletters, formal communication through email was not used due to the small size of the company. One interviewee highlighted the influence of company size and structure:
“Bear in mind here, we are only a small firm. Because we’re a small firm, it’s direct. You know, I see what’s happening and I can tell people individually. It’s easily done. No regular meetings, not officially…it is just on the job, there is no regular newsletter and no communication via email. No, because of our size we don’t need to”(9M). 
The interviewee affirmed that communication with employees was informal. In the same way, another respondent described communication within the company, focusing on informal internal communication due to its small size. Despite that, the managers may have held meetings together but not with employees:
“We are quite a small company and we all work in the same office. We do not email each other or things like that. We have a chat, we do not have formal meetings. It is really very informal, just a chat. Directors may have meetings, but with the rest of the staff it is very informal just to keep them informed. There is not really a big issue, it is just really to let them know how we are doing. Again with the staff we have I do not think they are interested in how much money the company makes or things like that, but I try to keep them informed of the new intentions if we have any issues or problems. If things go well, we let them know that as well. So all the work they do is working”(4M).

The informality of internal communication revealed is due to the family atmosphere and closeness between the managers and employees, as they work alongside each other; thus open communication within the company is likely to be the norm. In large firms formal policies and plans prevail and consequently, the managers do not have time to work closely with their employees, which necessitates the need for more formal internal communication channels. The case is different in small firms; the small number of employees eliminates the need for formal ways of communication in small insurance brokers. 

Despite that, the research findings indicated that there was a degree of formal communication within the company. Nevertheless, the range of formal and informal communication varied from one company to another. For example, one interviewee believed that they had formal meetings regularly and memos to communicate with part-time employees. However, the interviewee stated that there was no newsletter because of the limited number of employees: 
“We have a weekly meeting where I talk to them and they listen. I talk to them about what’s gone on in the week, what’s gonna happen and ways in which they can improve and any issues which they may want to bring up regarding the overall efficiency of the company. No regular newsletters, not to a staff of ten. I would say that was overkill...even if you’ve got a larger group I would say that was overkill. We generally, you know, maybe we’d send out a memo to the staff because sometimes we have part-time staff and they’re not always in, or maybe they missed the meeting so then we’d say, 'this is a memo of what happened, make sure this is', you know, because then you’ve got tangible evidence. Do you see what I mean?”(10M).
On the other hand, the communication channels could be both formal and informal within the same company. For instance, an interviewee affirmed that there was a regular meeting every week, email and word of mouth to communicate any changes, problems, new types of products or any new business to be considered. This communication aimed to keep employees updated with everything and allow them to express their feelings regarding any problems or important issues, thus there were no memos or newsletters:
“We learn about things by various methods. We have weekly meetings. We also have internal communication emails and word of mouth obviously…It is very important to keep everybody updated with changes; any problems, any new business or products coming from insurance companies…really to give both the management and the employees the chance to communicate their feelings coming across problems that they may be having”(5.1E). 

By looking thoroughly at the internal communication channels within small insurance brokers, it was recognised that micro insurance brokers (see the response of 9M above) did not have regular meetings between the manager and employees, email communication, telecommunication, memos or internal newsletters. They used informal communication methods, such as chats, to communicate between the manager and employees or among the employees themselves. An interviewee in a broker of four employees explained that communication within the company was on an informal and daily basis as a result of the small size of the company. Also, there were no newsletters and no email communication as the interviewee thought that there was no need for it:
“It is a small office. We talk among us because we are a very small group. We keep in touch and updated with things that happen…on a daily basis. We do not have a formal meeting, but we do sort of touch base. We don’t have newsletters and there is no need sometimes for email communication. It is essential for everybody to know what is going on and to know where we are headed [and also] what the problems and good things are”(2.2E).
Similarly, the manager of a broker comprising four employees said:  

“We have excellent communication. We are a very small company and it is very easy to have very close day-to-day conversation or meetings on certain subjects and issues that crop up on a regular basis. All information is available to all employees whatever their level. We are very close-knit. It is very easy to maintain this communication. We do not email each other in the company because of the number of people and how close we are [situated next to each other]”(3M).

The interviewee believed that communication was good and that all information was available to all employees due to the nature of small businesses in which managers and employees work alongside each other. Daily conversation was the predominant means of communication within the company. However, the manager might arrange a meeting to discuss specific and previously unresolved issues. 
By contrast, the use of formal internal communication channels became more prevalent as the size of the company increased (7M, 8M, 12E, 10M, 11M and 5.1E). Communication could be through informal conversations and more formally scheduled meetings. In addition, telephone, email and memos could also be used to communicate with colleagues. For example, the manager of a broker comprising thirty two employees explained the communication channels used in the company: 

“We communicate internally by conversation, by telephone, by email and by memos if it is necessary to put something in writing. With regards to meetings, we would have an entire team meeting every three months. Here we would talk about issues affecting the company, issues for example, like new computer equipment that we might be putting in that is going to benefit everybody in the long run and how it is going to work. We recently had a meeting because the end of our financial year was in October and there were certain things that everybody needed to do before the end of this month, so we would have discussed all sorts of these things at a collective meeting”(8M).

In the same vein, the manager of an insurance broker comprising fifty-five employees explained the formal procedures of communication within the company: 
“Very good, we have a very open form. We have monthly meetings for every division of our company. We are actually maintaining an ethos where people are empowered and encouraged to communicate. We have also suggestion schemes. We maintain that ethos where the people are encouraged to have a dialogue with the line manager about ideas and approaches, but I think above all, the meeting provides the primary communication base. We use email as a communication route internally and we maintain a company newsletter”(7M).

The interviewee said that they had a formal monthly meeting for each department within the company in addition to email communication and internal newsletters. Moreover, the company used suggestion schemes to encourage employees to express their views and to communicate with the manager. Internal communication with employees made them feel empowered to do their work. Consequently, internal communication was linked to employee empowerment within small insurance brokers. 
In the same way, an employee within an insurance broker of nineteen employees described the internal communication within the company:

“Well our company…is not…large…there are only about eighteen or nineteen members of staff so a lot of it is face-to-face. We have an internal email system and we hold regular meetings once a month, but obviously if anything comes up in between we would hold a meeting between each department. The management tend to run these obviously and then we put our input in as the employees”(12E).

The interviewee explained that they used email communication and regular monthly meetings as communication tools. In addition, meetings were arranged in each department in order to deal with unresolved issues, where employees’ suggestions could be taken into account. 

Thus, the difference between micro and small insurance brokers was related to the size of the company. The researcher believes that the highly informal communication channels in micro brokers could be related to the informal management style that prevails in most micro firms. This was described by Goss (1991) as ‘fraternal’ management style. The owner-managers are responsible for running day-to-day operations and job-related issues. This puts them in direct contact with their employees. In this research, micro brokers were very small in size, which made open communication important to ensure that employees understand what they have to do and are informed of all issues related to the job. Informal communication is common in small businesses in general because there is a small number of employees, a lack of money and consequently an absence of a formalised management style and formal functional departments such as marketing and human resources. Informal communication may be the main way through which managers can be assured that employees are happy and committed. 
The question here is: does informal communication work? The researcher answer is yes, as long as that communication is effective and successful in delivering the message to employees. This is consistent with the suggestion that informal employee relations are ‘beautiful’ in small firms as described by the Bolton Committee Report (1971). In the sample firms, there was a mix of informal and formal communication channels. This means that internal marketing is not totally informal within small insurance brokers. In the larger brokers, there was a degree of formality such as meetings, email and telephone communications. This was because there was a need to meet with employees on a regular basis as the manager would not have time to talk to employees individually, especially in those with thirty two or fifty five employees for instance. Regular meetings and emails between the managers and employees save time and ensure that the message is being delivered to employees. Consequently, employees would be able to achieve their tasks more effectively and efficiently. Informal internal marketing, namely internal communications, in small insurance brokers corresponds with the findings of Quester and Kelly (1999). This will be explained further in the discussion chapter. 

In conclusion, small insurance brokers used a mixture of formal and informal communication channels with employees. Informal conversations prevailed mostly in small insurance brokers. However, formalised communication (via regular meetings, email, telephone, newsletters and memos) was evident in larger insurance brokers with more than ten employees, while micro brokers communicated informally through verbal conversations. This suggests that the formality of internal marketing increases as the size of broker increases. In addition, there was a link between internal communication and employee empowerment within small insurance brokers. 
5.5.2. Employee recruitment

The findings indicate that the managers of small insurance brokers use mainly informal recruitment practices, for example word of mouth recommendations and references. Whilst formal recruitment practices were used to a limited degree within small insurance brokers, overall recruitment was predominantly informal. Six out of fifteen employees were recruited informally to work at their companies (7.1E, 7.2E, 8.1E, 1.1E, 1.2E and 6.1E). One interviewee stated:

“I knew a couple of people who worked here and I was approached to see whether I would be interested to work here”(7.2E).

Another said:

“I left my previous employer, after taking early retirement and a redundancy package. I was known to quite a few brokers in the town; I was approached by what was called Bournemouth Insurance Broker, who asked me to help them four days a week…”(1.1E).
However, eight out of fifteen employees were recruited through advertisements in newspapers (2.1E, 2.2E, 3.1E, 4.1E, 4.2E, 9.1E, 10.1E and12E). A typical response was:

“There was a job advertisement in the local newspaper, which I applied for and then I had an interview with the director, Martin Ingram”(9.1E).

Moreover, employment agencies were not a popular choice for insurance brokers, although they usually tended to have registered with them. One interviewee contended: 

“I don’t think we have ever employed anybody through the agencies”(12E). 

The findings indicate that only one employee (5.1E) was recruited through an employment agency. This may indicate that formal recruitment methods were not widely used by the brokers. This may be due to the limited financial budget available to small businesses.

Small insurance brokers used both informal and formal approaches. Informal recruitment was the only form used by three of the companies (6.1E and 1M). One interviewee confirmed the manner in which she was employed:

“Recruitment was by a friend’s recommendation who was previously working here and she suggested me to phone Roger, which I did and here I am”(6.1E).

Another participant affirmed that employees were recruited informally:

“Word of mouth and recommendation are the main sources of recruitment. We do not go to agencies and we do not advertise”(1M).

Clearly, these brokers, whether micro (6.1E) or small (1M), were small in size and consequently could not afford the cost of using agencies or advertising in the newspaper. Despite that, the findings indicated that six companies used newspaper advertisements as a means of recruiting employees (11M, 10M, 2M, 9M, 12E and 3.1E). A typical response was: 
“We have advertised, but recruitment companies, no, because we don’t like paying their fee”(9M).
One person explained the recruitment methods used by their company: 

“I think the majority of recruitment is from newspaper advertising and the company itself over the last ten years has merged with quite a few of the brokers. So they have come along, obviously, when we have taken over other brokers - the staff have come with them”(12E).

Accordingly, they had recruited no new employees because the company had merged with other small insurance brokers. Nevertheless, the main source of recruitment was through newspaper advertising in those instances where it was deemed necessary to take on new staff. 

One manager (5M) used employment agencies, but mainly in addition to advertisements: 

“We recruit employees via agencies, but most of our employees have been recruited from local advertising”(5M). 

The research findings also indicated that a few insurance brokers used a mix of formal and informal recruitment techniques (8M, 7M, and 4M). A brokerage manager with thirty two employees commented:

“[Recruitment] depends on the sort of employee [we need]. If we were trying to recruit for example somebody for our internal account department who does not deal with customers, then we would probably use newspaper advertising or go to an agency and then our focus is on the ability to do the job from an internal point of view. If we are considering recruiting somebody who is going to deal with the clients, we would still probably advertise in the newspapers and we would go to specialist agencies for the insurance industry”(8M).

The speaker explained that the choice of formal source of recruitment varied depending on the vacancy available in the company, but in general the main sources were advertising and employment agencies. Employee recruitment must be followed by training activities in order to educate new staff about insurance products. This means that there was a link between employee recruitment and training within small insurance brokers. 
In the same vein, another manager stated that his/or company used formal methods of recruitment, such as employment agencies and advertisements, in addition to informal approaches such as word of mouth:
“We recruit through all sorts of media for example, through agencies, word of mouth, people we know in the marketplace and very occasionally we use advertisements”(7M).

Managers 7M and 8M stated that they used formal and informal recruitment techniques. Interviewees 7.1E, 7.2E and 8.1E, as mentioned at the beginning of this section, were recruited informally through word of mouth recommendation or referral. This is typical of smaller insurance brokers. Formal sources appear to be used more as the company increases in size. 

One respondent stated that newspaper advertisements were the main way of recruiting staff and that sometimes employment agencies were used. However, if the company knew of somebody looking for a new position they would consider employing them:
“It does not happen very often, because they have been here for so long but normally, if we need somebody we advertise. That’s really the main route…sometimes we use agencies and…we may know somebody in the industry looking for another job”(4M).

Although there was a mix of formal and informal methods of recruitment, the findings indicate that larger brokers use more formalised approaches whereas micro brokers (for example, 6.1E) use mainly recommendation. As such, there was a difference between micro and small regarding the methods of employee recruitment. Larger brokers may have bigger budgets, so can afford the costs of using formal recruitment strategies, such as agencies (5M) and adverts in newspapers (12E, 8M, 7M, and 4M). The researcher believes this is an expected result because small firms in general do not have financial resources to recruit employees. Also, they are willing to recruit family members and to appoint from within the organization. By contrast, larger firms usually take on people whose specifications match the job description. 
In conclusion, most small insurance brokers used a mixture of formal and informal recruitment practices, such as newspaper advertising and word of mouth recommendations. In addition, small insurance brokers with more than ten employees tended to use more formal recruitment channels such as employment agencies and advertising than those micro insurance brokers in which employees were mainly recruited following word of mouth recommendations. This indicated that as brokers grew in size the use of formal recruitment methods increased.  

5.5.3. Employee training

The findings indicate that small insurance brokers provide certain formal training schemes in compliance with FSA regulations launched on the 14 of January 2005. Small insurance brokers have to provide employees with formal training in order to ensure that customers are being treated fairly and their complaints are handled competently according to the procedures set by the FSA. Thus, small insurance brokers are forced to adopt formalised training activities by an external body (the FSA), although they do not have the time and financial budgets available to larger brokers. 
Both managers and employees provided illustrations of the type of training given within their companies. For example, small insurance brokers used training courses provided by the insurance companies with whom they dealt. An interviewee stated:

“We have used AXA campus, which is an insurance company. They set up their own training system, which brokers use. It is accessible through the internet and you can select a certain subject from this site. Each part of the training programme is sent on a daily basis and you can work at it at your own speed. As you complete a particular part of the AXA programme there is a test at the end of it. It is a tick box test, it is marked, depends on whether you pass or not, you get a certain number of points, which goes towards establishing a formal confirmation that you have successfully trained on that programme”(1.1E).

This company adopted an online training system provided by AXA insurance, which enabled employees to take an exam to ensure that they were trained and qualified. The main issues covered by the training programme included various insurance products and practices:
“The training programme covers technical things such as insurance subjects, motor insurance, and home insurance, claims within the home and motor insurance. It is useful in running over training because legislation is changing and client needs change over the years, as does the requirement required by law. So we have to keep up to date with the latest developments”(1.1E).
According to this staff member, the training programme focused on educating employees about insurance products to provide them with the knowledge they needed to advise customers to the standards required by the FSA. Another respondent from the same company added: 
“…the AXA training programme…covers different aspects of all kinds of insurance. There are facilities within that training package that cover some issues with regards to customer service, customer satisfaction, sorting out their complaints; it covers so many things…”(1.2E).

Since brokers were obliged by the FSA to train their employees, they received training programmes by email on insurance subjects, customer service, customer satisfaction and dealing with customer complaints. 

In addition, the managers had to ensure that their staff were competent to work as insurance brokers. Therefore, employees attended training courses to enable them to perform their work effectively. Managers encouraged their workers to take the exams set by the Chartered Insurance Institute (CII) to gain formal qualifications as evidence of their credentials. One manager explained:
“…one of the more important bodies, if you like, to the whole insurance industry is the CII…the body to which professionals in the industry belong and as part of their activities the CII run professionally certified examinations of all sorts of subjects within the industry, which are recognised worldwide. Again, because of the requirements under the new regulations to be able to prove competence, examinations are a very easy way of proving that, so we have the external professional examinations to comply with the regulations and to ensure that our staff are competent…”(8M).

Another type of training system, QUIP, was used to educate and test employee competencies and knowledge. One person explained how she took this training course: 

“We have a very good system, which is called QUIP. This is a computer based training programme whereby you go into the system and you say I want to learn about household insurance and it will then take you to the principles of household insurance. Quip asks you some relevant questions and you have to answer these questions…”(5.1E).

The main issues covered by these training courses included communication with customers. They provided them with required information about insurance products, ensuring that employees were treating customers in a friendly, helpful, and professional way. The interviewee continued: 

“…the main issues covered during training include how the FSA wants us to talk to clients. We have to give certain information about the products; it is really making sure that although we are nice, helpful and friendly, we have to give the right information because there is certain information we have to give now” (4M).

Moreover, the findings indicate that small insurance brokers used a training course called Treating Customers Fairly (TCF) in order to comply with FSA regulations. One interviewee affirmed that the employees were being trained in how to treat customers fairly and how to sell insurance products to customers. Also, employees were educated about the range of available insurance products: 

“The weekly training course would be about how to treat customers fairly, selling to the clients and meeting their needs, features and benefits of products that are available and added or related products that customers may not necessarily want to buy, but it will make them aware from a customer service point of view that these products are available” (5.1E).
Another participant explained that sales employees attended training courses concerning sales techniques and communication skills, while the remainder attended the ‘Treating Customers Fairly’ course as a means of improving relationships with customers. The company ran these courses every few months in co-ordination with Norwich Union, who provided the course material:

“Yes…the sales staff…have been on external courses on sales techniques, marketing and communication skills training. All the other members of staff have done FSA training courses about treating the customers fairly and obviously how to improve relationships...We participate in these courses every few months. The Norwich Union provides us with all our training needs, as it is linked with the FSA…”(12E).

Part of the Treating Customers Fairly course involved training employees in how to deal with customer complaints. The FSA regulations set out a procedure for handling customer complaints to be followed by insurance brokers in order to ensure that customers are professionally served. In this regard, an interviewee said:
“The FSA outlines many different ways of dealing with client complaints, which have to be referred to the manager to go through the correct complaints procedures”(5.1E).

Handling complaints competently is an important activity in improving customer satisfaction and broker-client relationships (Beloucif et al., 2004). 

Thus, small insurance brokers adopted formal training activities to ensure employees had the qualifications and competencies stipulated by FSA regulations. Training programmes focused on insurance subjects, treating customers fairly and handling customers’ complaints. The main traditional function of insurance brokers is to provide customers with information and advice in relation to their insurance requirements (Maas, 2006). Insurance brokers are able to search the market efficiently and then help customers to compare the skills, capacities, risk dispositions, financial strengths and reputation of the insurance companies (Cummins and Doherty, 2005) in order to assist customers to make the right insurance purchase decisions. The FSA aimed at ensuring that customers were receiving the right information and advice on their insurance needs and consequently receiving a fair deal.

The researcher had not expected to find formal training activities within small insurance brokers. This is because usually small businesses have limited time and financial budgets so that they do not provide employees with training. Also, based on Quester and Kelly (1999), small firms have informal training activities while larger ones have formal off-premises formal training.  However, in this research, the size of the broker interacted with other factors, namely the FSA regulations, which were related to the nature of the financial businesses. Consequently, the FSA regulations had an impact on the formality of employee training within small insurance brokers. 

5.5.4. Employee empowerment

From the interviews, it emerged that employees in small insurance brokers enjoyed a good deal of empowerment as characterised by a feeling of responsibility and control over their tasks, freedom, and authority, and participation in decision making. For instance, one interviewee affirmed: 

“I feel responsible in my work and I am allowed to deal with customers”(2.1E). 

Another explained more clearly how employees had responsibility to carry out their work: 

“Employees have much responsibility in their job. We try to encourage employees to be one hundred percent responsible for their particular tasks and we like employees to…take ownership of the clients that they deal with and to make sure that everything they do for their clients is focused to provide them with the desired level of service”(8M).

As such, staff enjoyed a sufficient amount of responsibility in their posts and they were given a feeling of ownership in order to encourage them to meet customers’ requirements. 
Another interviewee explained how responsibility was divided among employees within the company:

“…everyone here has set tasks to do throughout the day, whether it is doing premium insurance policies or handling claims, so everyone has set responsibilities. Basically everyone here can answer the phone because there is no receptionist. So you can pick up all sorts of queries. Unlike other brokers which have quite defined roles for each of their staff, here everyone…does a bit of everything everyday in addition to their tasks”(4.1E).

The findings indicated that workers had a great deal of freedom to carry out their jobs and serve customers. For example, one respondent emphasized the level of freedom present in their current job:

“I enjoy a lot of freedom. Apart from letting people know that I am not in the office, I can come and go…my employer trusts me to do my job to the best of my ability. If I have a problem I would talk to them but I am in a relaxed role where I am allowed to do the best for the company”(7.2E).

This person had a great deal of freedom as long as all his activities were completed in the best interests of the organization. Another participant said:

“Employees have control in their work. If we want to change the way of doing a specific procedure, we could talk to staff and everybody would provide their input into that. Then we would make sure that we have had all views on the way we will change this procedure”(2M).

Here, employees had control over their work, because the manager sought their views when changes were being considered, and staff had the freedom to express their opinions and to seek a joint decision. In addition, they were allowed to make decisions to meet customers’ needs. 

Another interviewee described the empowerment activities within the companies:
“Quite a lot, because they have experience...they do not have to refer to me but they might let me know what is happening if there is any problems. Luckily we do not get too many problems. If there is a FSA complaint they would probably let me know, but they will deal with it. If there is a little problem with a client they try to deal with it. If they could not, they will tell me and I will get on with it”(4M).

This respondent stated that employees were empowered and had freedom to achieve their tasks because they were experienced staff. As such, they did not have to refer to the manager unless there were FSA complaints. Additionally, the employees had control over their work and were allowed to deal with customers’ problems, unless they were experiencing difficulties, in which case they would inform the manager. 

In the same vein, an interviewee provided an example of a situation in which employees were allowed to make their own decisions without having to obtain managerial permission:
“If somebody hasn’t paid us…I will make a decision as to what we ought to do in order to collect that money. I don’t necessarily feel I have to discuss it with anybody, you know, such as whether to decide that I’m going to phone someone up, because we’ve been sending reminder letters and they’re not being answered or if I feel we should threaten court action. I make that decision myself. I don’t have to discuss it with anybody else to see if that’s the right thing to do”(9.1E). 

On the other hand, another participant explained that there were certain cases in which employees had to refer to the manager before taking a decision:

“It’s only in certain cases that they [employees] would have to refer anything to a manager. For example, if the customer’s not happy with a refund, the person could have the authority to say, ok, we’ll give you more money, up to a certain limit, and then if the client’s still not happy it would then get referred to a manager for a decision [on whether] to give them more money”(1M). 
So here, employees were empowered to make decisions in some cases, but in other cases (for example where a customer was not happy with a refund) had the authority to try to find a solution. If the customer still was not happy, the employee had to refer the case to the manager for a final decision. 
Thus, employees in small insurance brokers are empowered - they had a feeling of responsibility and control over their work, they were allowed to participate in decision-making and had enough freedom and authority to pursue their work. The researcher believes that the nature of small businesses in general facilitates employee empowerment within small insurance brokers. Despite that, employee empowerment was informal and, as described by Hughes (2003, p.686), ‘situation-specific’. For instance, if an unexpected problem arose such as a refund query with a client, then the employee would try to resolve it. In other words, employee empowerment was not achieved formally in a structured way, as in larger brokers. 

Nevertheless, in some cases employees were not allowed to take decisions without the permission of their managers. In particular, this was evident when employees encountered problems with customers and they were unable to sort them out within the authority to act. This was because the managers of small insurance brokers worked alongside employees, which allowed them quickly and immediately to deal with problems when employees could not. Hughes (2003) argued that employee empowerment in small firms can be constrained due to the attitudes of the owner-manager, in particular the lack of confidence in dealing with human resources issues. Also, the role of the middle-manager is very important in understanding empowerment in large firms (Hughes, 2003), and this does not exist in small ones. However, given the fact that internal marketing was deemed to be informal in small firms, these results were compelling. 
5.5.5. Internal market research and segmentation

The research findings indicate that small insurance brokers do not conduct formal internal market research to identify employees’ needs and requirements. The managers of small insurance brokers identify employees’ needs verbally or during meetings with them. For example, one interviewee stated that small insurance brokers had conversations with their employees to identify their needs and requirements:

“No I don’t. It’s the sort of thing that would come up in conversation because we’re a small company”(9M).

This indicated that small insurance brokers had a type of informal internal market research with their employees due to the small size of the company. 

On the other hand, another manager stated that he had informal conversations during the monthly meeting with employees to identify any problem to be taken into account: 

“I would say only from having conversations really. We have a meeting once a month in the local pub basically, where we have a discussion on all the areas of activities going on, and from that, I can often pick up if there are any issues or problem areas cropping up”(3M).

This point was made clearly by another interviewee:

“No formal research, because we are a small office. We are constantly talking about improving the situation; it is not formal. It is an ongoing day by day research [activity].Anybody can talk to us about anything. If they have any requirements they will attend to it without having to wait for a formal meeting…so many ideas are generated from this conversation”(2M).
Another added that there was no formal internal market research and that the manager chatted with employees to identify their training needs:

“We do not have formal research, but we have chats on a one-to-one basis to see how everything is going and if [there is] anything we can do to help or any kind of training to do. This covers the general lines around seven employees and the others are self-managed and very experienced and qualified”(4M).

As such, small insurance brokers used general conversation with employees to identify their needs and problems and there was no need for formal internal market research because of the small size of the business. The informality of internal market research supports Quester and Kelly (1999) in their conclusion that smaller firms use more informal internal marketing activities than larger ones. The researcher believes that small insurance brokers do not have sufficient time and resources to run formal internal marketing. Also, the managers are not fully aware of the meaning of the term internal marketing, which implies that they are not aware of the importance of adopting internal marketing research as an internal marketing element. Again, this was because there was no internal marketing programme adopted at the strategic level within small insurance brokers. 

On the other hand, the findings show that the managers of small insurance brokers do not conduct internal market segmentation because of the company size. An interviewee said:

“No segmentation [occurs, because] we are not big enough for that”(2M). 

However, where there were two staff segments, namely personal-lines employees and commercial-lines employees, this segmentation existed due to the nature of the business. According to this interviewee:

“Obviously your managers are always going to be slightly separate, like your managing director, but as a company, we don’t really have any groups, we all tend to work as one team. I think [this is] because the office is quite an open-plan office and we are all fairly close to each other. So I think we all tend to get on well and I think working as a team helps, as you are helping each other out all of the time. So if one person has a really big workload and someone else has a lighter workload then we help each other out”(12E).

This interviewee explained that employees were not segmented into different groups within the company. Also, all employees worked as a team in an open environment in which they were able to get the work done. 

Another respondent provided a different opinion on internal market segmentation:

“We segment with regard to product types and the knowledge that those individuals have on product types between personal-lines and commercial-lines. There is quite a big difference in terms of what is required from a business perspective, and understanding the business regarding commercial is obviously greater than the one required for advising on home and motor insurance”(3M).

Accordingly, employees were segmented into two groups, namely personal and commercial-lines. This was because there was a substantial difference between the requirements of each sort of business. Generally, commercial insurance has a complex range of products; therefore employees were required to have knowledge about the products they were selling. On the other hand, personal-lines interviewees were dealing with simpler types of products such as motor or home, so they did not need to have a great knowledge to be able to advise customers. 
In addition, small insurance brokers were not aware of the importance of dividing employees according to their needs. One interviewee commented:

“No. I don’t see that, you know, you’ve got to be fairly broad but I don’t think, if you put somebody into a sort of a section like that…you could isolate anyone, because of their needs, everyone’s different, aren’t they? So it’s easier, you either treat everyone differently, which is what I do, or you put people in boxes and treat them, you know, that’s not right”(10M).

This participant did not believe that segmenting employees according to their needs would help satisfy them, because treatment of this kind could create a feeling of isolation.  

In the same way, another manager admitted that the only type of segmentation used related to employees’ tasks, namely sales employees and customer-service employees:

“We’ve got…well the only groups we have are like sales people or customer service.  That’s all we have for groups. We don’t”(11M). 

The manager 11M dealt with only commercial insurance, therefore he segmented employees according to their tasks. However, in both examples of segmentation, whether it occurred based on the type of the business or on the employee task, the segmentation of internal marketing was not achieved based on awareness of its importance in meeting employees’ needs (such as training needs) in the hope that employees would become customer-oriented personnel. Rather, it aimed at getting the job done and meeting customers’ insurance needs. 

Thus, the managers of small insurance brokers stated that there was no formal internal market research in order to assess employees’ needs, problems and satisfactions. However, this was run informally through informal conversations or during the quarterly meeting. With regard to internal market segmentation, small insurance brokers segmented employees according to the types of insurance products they sold, namely commercial and personal insurance. In addition to not understanding the meaning of the term or its aim in developing customer orientation among employees, small insurance brokers did not have internal marketing programmes. Neither did they have enough time or money to invest in more formalised internal communication and recruitment activities, given that using formal training was considered necessary to adhere to the FSA regulations. 

Despite the focus on using marketing tools within the company as considered in chapter two (see section 2.6), the managers of small insurance brokers were not aware that internal marketing research and segmentation could be a part of internal marketing as they were not fully aware of the meaning of the term. The managers tended to define internal marketing as communication with employees, which implies that internal marketing was not understood and applied at a strategic level. However, employees’ needs were researched verbally and as a part of informal communication. It is not bad to have informal internal market research as long as it helps to identify employees’ needs and problems and, subsequently, to address these issues to achieve employee satisfaction and commitment. The missing link here is to use internal marketing in order to develop customer orientation among employees. The ways in which internal marketing was used to develop customer orientation among employees will be fully considered in the next chapter.

5.6. Conclusion 

This chapter presented and discussed the research findings in relation to the understanding of the meaning of internal marketing and its use within small insurance brokers. Two main themes were fully discussed in this chapter.

(A) The lack of understanding regarding the meaning of internal marketing:

· There was confusion and uncertainty regarding the definition of internal marketing amongst small insurance brokers. Three contrasting definitions were revealed. First, internal marketing was referred to as selling insurance products to customers. Second, it was believed to involve selling insurance products to employees. Third, it was viewed as communication with employees. Also, small brokers tended to be more aware of the meaning of the term than micro brokers. 

· There was a small difference between managers and employees regarding their understanding of the term internal marketing. Employees tended to define it as selling, while managers were more likely to define it as communication with employees. However, there was no substantive difference between commercial and personal-lines interviewees with regard to their understanding of the term. 

· There was a lack of understanding of the meaning of the term ‘employee as customer’. This term was believed to mean: having employees who would become customers of the company in which they worked; that employees could bring customers to their companies (such as friends or family members); or that employees should help customers to meet their needs. In addition, there was no clear difference between commercial and personal-lines interviewees regarding their understanding of the term ‘employee as customer’. 

· There was a lack of awareness of the aim of internal marketing in developing customer orientation among employees in small insurance brokers. The interviewees suggested that the main aims of internal marketing were, increasing sales and profits, customer and employee satisfaction, and building customer relationships in addition to creating awareness among employees about the range of available products. In addition, there was a small difference between managers and employees with regard to their views on the aims of internal marketing. The managers tended to believe that it was aimed at increasing sales and profits to grow the business, while employees thought that the aim was to improve employee satisfaction, and to develop customer relationships and communication inside the company to create awareness among staff about the available products. Also, there was no substantive difference between commercial and personal-lines regarding their views on the aim of internal marketing.
(B) The informality of internal marketing activities in small insurance brokers

This section summarises the findings with regard to internal marketing activities as follows:

1. Internal communication 

Small insurance brokers used informal channels to communicate with employees such as verbal communication (word of mouth) or informal meetings during lunch time. In addition, micro insurance brokers were less likely to have regular meetings, telephone and email communication, memos and internal newsletters than were small insurance brokers with more than ten employees. This implied that as the firm grew in size, internal communication became more formalised. Also, the research found that there was a link between internal communication and employee empowerment within small insurance brokers.  

2. Employee recruitment 

The managers of small insurance brokers used mainly informal recruitment methods, such as word of mouth recommendation. In addition, the research found that there was a difference between micro and small brokers with regard to the sources of employee recruitment. Small insurance brokers, with more than ten employees, used more formal recruitment channels such as employment agencies and newspaper advertising than did micro insurance brokers in which employees were mainly recruited informally by word of mouth recommendation. This implied that as the firm grew in size, employee recruitment became more formalised. In addition, the research findings indicate that there was a link between employee recruitment and employee training within small insurance brokers.

3. Employee training 

The managers of small insurance brokers used formalised training activities to comply with the FSA regulations. In general, training courses were aimed at educating employees about insurance products in order to enable them to provide the right advice to customers and satisfy their insurance needs. An essential part of the training courses involved treating customers fairly to ensure that they received fair deals. Employees were therefore trained on how to deal with customer complaints, according to the formal procedures set by the FSA, to be followed by all insurance brokers. 
4. Employee empowerment 
The managers of small insurance brokers believed that employees enjoyed a certain level of empowerment. Employee empowerment was characterised by allowing employees, a feeling of responsibility, authority to take decisions to meet customers’ needs, and freedom to control their work. This was because small firms typically had a family atmosphere and a flexible work environment. However, in some cases employees were not allowed to take decisions without the permission of their managers.

5. Internal market research and segmentation 

The managers of small insurance brokers tended to use informal market research (chatting and conversations) to identify employee needs. On the other hand, they did not segment staff according to their needs, but according to their tasks and insurance product knowledge; into commercial and personal-lines employees.
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Customer orientation and the role of internal marketing in developing customer orientation among employees within small insurance brokers in the UK

6. Research findings: customer orientation and the role of internal marketing in developing customer orientation among employees in small insurance brokers in the UK

6.1. Introduction
This chapter reports on the research findings with regard to customer orientation in small insurance brokers, which is the fourth theme in the final template presented on page 117. Two essential themes emerged. The first concerns how small insurance brokers lacked an understanding of what it meant to be customer-orientated. The second concerns sales-oriented behaviour within small insurance brokers. In addition, this chapter considers the research findings in relation to the lack of awareness of the role of internal marketing in developing customer orientation among employees in small insurance brokers, which is the fifth theme in the final template presented on page 117. Each of these themes is addressed below.
6.2. The lack of understanding of the meaning of customer orientation

The research findings indicate that there was a lack of understanding of the meaning of customer orientation within small insurance brokers, a term fundamental to the concept of internal marketing as discussed in chapter two of this thesis. In addition, there was a small difference between the managers and employees’ understanding of customer orientation. The managers defined it as looking after customers’ needs, while some of the employees defined it as communication with customers. Moreover, there was no substantive difference between the commercial and personal-lines interviewees in relation to their understanding of customer orientation. These issues will be fully considered in this chapter.

The research findings indicate that nine out of twenty five interviewees were unfamiliar with the term customer orientation (1M, 10M, 8.1E, 2M, 12E, 2.1E, 10.1E, 2.2E and1.1E). Twenty two out of twenty five provided various views on their understanding of the concept. Only three (10M, 7.2E and 8.1E) could not provide any definition at all, whether or not they had previously heard of the concept. A typical response was:

“Well, customer orientation, no. I don’t see how that needs to be defined. I don’t, because it’s, you know, your employees are focused on customers’ needs”(10M).

These interviewees were not familiar with the term customer orientation. Although customers were important for small insurance brokers (see section 6.3), the term was not commonly used by the managers or employees and the belief that they were customer-oriented people and companies was prominent (see, for example, the quotation from 10M above, 5M on page 175 and 7.1E on page 178). 

Managers versus employees

The findings indicate that eight out of ten managers provided relevant understanding of the term (7M, 2M, 3M, 5M, 4M, 8M, 1M and 11M). For example, one respondent stated:

“It goes back to the fact that the director, the manager and the staff are looking to fulfil customers’ needs. It is having the passion to do so. It is being customer orientated and a customer-focused company”(7M).

The interviewee believed that customer orientation referred to employees’ and managers’ delight in looking after customer needs. 

Similarly, another participant said that customer orientation was basically about understanding customers’ needs:
“No I have not heard of it. I would define it as understanding what customers are actually looking for and how to react to certain circumstances. Sometimes we have to tell them bad news; you have to understand how customers view what you told them”(2M).

Another manager believed that customer orientation was about satisfying customers’ needs:

“Yes I have heard of it. It is about serving customers and meeting customers’ needs effectively with the right products and services. If we do that customers will be happy; if we do not do that then customers will not be happy”(3M).

A third manager agreed, and commented that employees were customer-oriented personnel and keen to satisfy customer needs to avoid disappointing them:

“...our employees are customer aware because, I mean, the business is one in which we are dealing with the customer on a face to face basis, so we are definitely customer-oriented and everything we do is for the benefit of the customer. Our idea is when we have customers in they do not walk out of the door feeling that they have not achieved what they came to do. This is an important thing - our staff realise that when the customers walk out of the door whether they have a smile on their face rather than looking scared”(5M).

Five out of fifteen employees provided relevant ideas about their understanding of the term (12E, 1.2E, 6.1E, 5.1E and 9.1E). One thought it was about putting the customer at the centre of everything they did and attempting to meet their needs:
“I don’t think so, no not really. I suppose, making sure what you are doing is beneficial to the customer, so all the things you are planning are aimed at the customer's needs”(12E).

Another was not sure whether he had or had not heard of the term, but defined it as understanding customers’ needs and prioritising customers by putting them first: 

“Vaguely. Fundamentally, you should be aware of the customers’ needs and putting the customers first”(1.2E).

Yet another admitted that she had heard of the term and that it was about putting the customer first:

“Yes, I have heard of it. It is just putting the customer at the centre of what you do” (6.1E). 

In addition, an interviewee suggested that customer orientation was about being aware of the most suitable way of treating customers and being able to estimate their expectations of service quality:
“It means that as a business or as an individual you are understanding of how to treat a customer, how to deal with a customer, and to consider what the customer’s expectations are”(9.1E).

Consequently, the ideas suggested by the interviewees, whether managers or employees, reflected some elements of customer orientation as defined in the literature. Specifically, they focused on understanding and meeting customers’ needs (Hennig-Thurau and Thurau, 2003; Williams and Attaway, 1996; Daniel and Darby, 1997; Saxe and Weitz, 1982; Siguaw et al., 1994) and demonstrating positive attitudes towards customers (Williams and Attaway, 1996; Bettencourt and Brown, 1997; Brown et al., 2002; Hennig-Thurau and Thurau, 2003; Deshpande et al., 1993; Christopher et al., 1993). However, the interviewees tended to define the term based on a literal translation of the words, regardless of whether they had previously encountered it. Not having heard the term may not be a problem; the most important thing is that they put the customer first. 

Managers versus employees

From the managers’ and employees’ definitions of customer orientation, the research found that there was a small difference between the two groups. While most managers provided relevant accounts of the meaning of the term customer orientation, some employees defined it as communication with customers (2.1E, 4.2E and 10.1E). For example, one interviewee stated:

“No I have not heard of it. How we communicate with customers”(2.1E).  

Another suggested:

“Customer orientation is the things that go to the client to make them understand it more and help them communicate with us”(4.2E). 

These two people felt that customer orientation was about communication with customers - a way to build familiarity and improve communication between the company and the consumer. Their definitions were based on educated guesses, rather than on a full understanding of the term. This corresponds with McDonald’s (2007) suggestion that small firms may have a little understanding of the marketing concept. 

Personal versus commercial-lines

As mentioned earlier, the managers focused their definitions on customers’ needs. One manager, for example, believed that customer orientation was about understanding customers’ needs:

“…unfortunately, customers’ needs are based on insurance price. It is difficult in a market driven by premiums and advertising, where you can save £200 on your motor and £50 on this whatever to sell a quality product.  Nevertheless, having said that we have a good employee base and client base here, which allows us to get the message over to the personal-lines that price is not everything. There is a sacrifice to make if you want cheap insurance - it is service and claims”(1M).

The interviewee stated that the company particularly expected its personal-lines employees to be customer-oriented, and that it did not aim to sell purely at high prices. In selling insurance products to individuals, money was not always the most important thing; it was also essential to meet customers’ expectations of service quality. Personal-lines employees had to be customer-oriented to maintain good relationships with their clients and hence ensure that they were committed and loyal. This was raised frankly by a personal-lines interviewee:

“Yes I am not sure what it means…Insurance is only a promise. It is not a product to take away with you. If I have not arranged it properly I will be disappointed. I need to make sure that I have given them what they need 100% and they are happy with me and the relationship continues…I do not believe in people being rude to customers, or I believe in a totally professional attitude of the customer is right, never ever be rude to the customers. They come to you and without them you would not have a business. Even if they are rude, just try to be polite with them. Our company is 100% customer-oriented company because it is the ethos of the company. The company says the customers come first. We never ever go for a big chunk of business just for money”(7.1E).

Accordingly, treating customers in a customer-, rather than a money-, oriented way was very important to satisfy customers and maintain relationships. The interviewee added that the company was a customer-oriented one and without the customer the business would not exist. 

Similarly, some personal-lines participants suggested that customer orientation was about understanding customers’ needs (3.1E, 2.2E, 1.1E). A personal-lines respondent had heard of the term and suggested that it involved endeavouring to serve customers and satisfy their requirements: 

“Yes I have heard of it. It refers to serving customers’ needs, looking after the customers and making sure you are doing what they actually want”(3.1E). 

Another personal-lines interviewee had not heard the term, but provided a similar view: 

“No I have not heard of it. I would define customer orientation as what customers needs are”(2.2E).

The research findings indicate that whether or not personal-lines interviewees were aware of the term customer orientation, they were familiar with the importance of customers’ needs and the need to foster repeat business. Personal-lines employees dealt with individual customers, so recognised the importance of meeting their needs in order to keep them coming back. 

Insurance brokers lost their market share in UK personal-lines insurance due to the threat from direct insurers who won influence in the market when most customers began to buy personal insurance on the internet (Data Monitor, 2007). Larger brokers are taking advantage of new distribution methods because they have large financial budgets for adopting internet sales and advertisements which create awareness among customers (Data Monitor, 2007). Personal-lines are looking for survival strategies to prevent them from losing totally their market share. The number of customers buying personal insurance face-to-face has fallen markedly since 2004 (Data Monitor, 2007) as has the number of commercial SME customers. Thus, customer orientation can help build competitive advantage for personal-lines businesses to retain customers, develop long-term customer relationships, and to increase world of mouth recommendation and, consequently, customer base. 

Most commercial-lines interviewees (see, for example, 12E, 1.2E, and 6.1E above) were able to provide relevant thoughts on the definition of customer orientation. One defined it as helping and benefiting the customer and said that employees should inform the consumer about problems with regard to their insurance, or about claims they might have made:
“Everything you do should basically be helping the client and should benefit the client. You need to be trying to be as proactive as possible trying to anticipate any possible problems. Make sure that the clients themselves are aware of any possible problems or shortcomings there may be in terms of the insurance or any claim they may have”(4.1E).

Another commercial-lines interviewee suggested that customer orientation was about understanding customers’ needs in order to satisfy them:
“I think it would be trying to get to the customer’s needs, trying to find out what they want because if you know what they want you can help them better”(11M).

Another defined the term as meeting customers’ needs with passion to ensure that customers were happy, otherwise the business would not succeed: 

“Customer orientation refers to employees’ willingness to meet customers’ requirements. We sometimes use the term here, but customers make pay days possible. In other words, our employees would not have a job if we did not have happy customers, and therefore, satisfying the customer is the key to our business”(8M).

It can be concluded that understanding customers’ needs and the desire to deal with clients were also important for both commercial-lines interviewees. Most of them provided relevant accounts on the definitions of the term customer orientation. Commercial insurance is much more complex and requires greater skills and insurance knowledge as commercial-lines employees deal with businesses whose insurance needs vary a great deal. Product knowledge and the way in which they meet clients’ needs are crucial (Cornell, 2009). Commercial businesses face strong competition from the direct channels and large national brokers (Business Market Report, 2008). They may be vulnerable to takeover by larger organizations and so may have to join a brokerage network in order to maintain their market share, or otherwise, face closure (Data Monitor, 2009). However, commercial insurance brokers are often not willing to either sell or close and organic growth and attracting new customers are the main survival techniques (Business Market Report, 2008). Customer orientation can thus be an effective way to retain customers and increase market share. 

Thus, most personal and commercial-lines people were aware of the importance of meeting customers’ needs. In general whether the customer is an individual or business, treating customers in a customer-oriented manner is essential to the success of small insurance brokers. The interviewees understood that their roles centred on meeting customers’ needs whether or not they had heard of the term customer orientation. This is because customer orientation is important in the insurance industry, given the intangibility of insurance products, to ensure that customers perceive high quality service (Lado and Olivares, 2001). This is an antecedent of successful broker-client relationships as the customer may not continue to deal with the insurance broker if the perceived service quality does not exceed the costs (Beloucif et al., 2004). Small insurance brokers are operating in a highly changeable and competitive environment. Customers are demanding better customer service and there has been a necessity for adopting technology to achieve that and adhere to the FSA regulations. Non customer-oriented brokers may lose their customers to the competitors and leave the market. There is a need for small insurance brokers to become highly customer-oriented and their activities need to be driven by customers’ needs and their individual problems not by the willingness to complete insurance deals (Maas, 2006). To achieve this, an organization should have internal marketing programmes in place. Ballantyne (2000) suggested that in order to put customers first, not only should front-line staff be customer-oriented, but also employees are required to subscribe to such a philosophy. This can be achieved through the adoption of internal marketing as an outcome of customer-oriented thinking (Payne and Helman, 1992).

Summary

There was a small lack of understanding of the term customer orientation within small insurance brokers. A limited number of interviewees defined the term as communication with customers or providing good customer service. These definitions were based on educated guesses due to the lack of familiarity with the term. Despite that, some interviewees demonstrated an a relevant understanding of the definition of customer orientation, such as treating customers nicely, in a friendly and helpful manner, as well as understanding and meeting customers’ needs. In addition, there was a slight difference between the managers and employees regarding their understanding of the term customer orientation. Moreover, there was no difference between personal and commercial-lines interviewees as both focused in their definition on customers’ needs. 

6.3. Sales-oriented behaviour

Both employees and managers confirmed that customer satisfaction was highly important and all managers believed that employees had positive attitudes towards and enjoyed dealing with their customers. Small insurance brokers were more sales- than customer-oriented, although all managers believed that their companies were customer-oriented. An interviewee said:

“Our company is customer-oriented because of the service we provide. We are very professional, friendly and experienced. We have no sales targets to reach, which is unusual for a small brokerage or insurance firm. Our main aim is for customers to be satisfied and that, at the end of the day, brings in money because they are satisfied…”(4M).

He believed that his company was customer-oriented due to the service quality it provided. The company also had no specific sales target to achieve as the main focus was on customer satisfaction in order to earn more money.  

The sales orientation of small insurance brokers was indicated by the drivers of, a.) positive attitudes towards customers, and b.) high importance placed on customer satisfaction. In this research, the majority of insurance broker managers thought that their employees had a 99% positive attitude towards their customers. According to one person:

“Yes they do have positive attitudes to customers because they are the company’s life-blood. Without the customer we wouldn’t have any insurance to sell and they wouldn’t make any money and nor would the company, yeah, so customers are most important. You’ve got a happy workforce that knows what the customer wants. They [our employees] have got the product knowledge, so they can sell the right product to the right customer”(11M). 

This interviewee thought that employees were happy and provided customers with the right information to satisfy their insurance needs. This was because it was recognised that customer satisfaction contributed to profitability. 

In addition, all participants stated that they enjoyed dealing with customers unless they had serious problems. One said:

“I think employees enjoy customer service, in general, because most of the customers we have are nice and family-oriented people [however] there are always exceptions. There are people that are not paying the premiums, there are people that treat insurance just as fun to make claims on, but 99% of the time our employees enjoy customer service”(1M).
Another interviewee stated that he enjoyed dealing with customers and had a positive attitude towards them:

“I enjoy dealing with customers. I guess if you do your job well and the clients are happy with the advice and products they have got, then again there is a sort of job satisfaction involved. I try to be as helpful as possible really. Even though occasionally you may have somebody who asks for a product that we cannot offer, if we can not help the clients ourselves, we try at least to suggest other alternative markets for them to look at. So if they ask for a product that we cannot supply, we try to be helpful”(4.1E).

The respondent believed that he offered customers a great deal of help in order to satisfy their needs. Employees of this firm advised customers about the best insurance companies to consider in cases where they themselves did not sell the products the client wished to buy. 

Additionally, the findings showed that customer satisfaction was highly important to both managers and employees. For instance, an interviewee said:

“Customer satisfaction is 100% important because if they are happy they will come back and they will have confidence in you as a person and they may go and tell other people how good we are”(5.1E).

This person believed that customer satisfaction was very important as satisfied customers tended to spread positive word of mouth recommendations about the companies’ products and services. This in turn would increase sales and the customer base. 

Another interviewee highlighted the importance of customer satisfaction. This was because service quality was the only weapon available to the company to compete with rivals selling the same insurance products at the same price:

“The most important thing to us, because we are under threat all the time from other brokers…offering a product at the same price…but we may retain the business because of the good service we provide our customers. This is why we rely on customer satisfaction”(12E).

In addition, one person thought that customer satisfaction was the main driver for his/her company’s continued existence and growth: 

“It is the most important thing because it enables our business, especially in a time where a lot of companies are not customer-focused, to stand out, to succeed, to have a good income, to also be recommended to other customers...it will enable us to keep hold of the customer base that we already have, and it also gives a lot of personal satisfaction in doing my job”(9.1E). 

This person believed that customer satisfaction was crucial because if customers are not satisfied, the business will not continue to exist and strive. 

Another indication of the sales orientation of small insurance brokers was that most interviewees thought that customer orientation was customer satisfaction. According to one interviewee: 

“The main thing is to make the clients happy”(7.1E). 

In addition, customer orientation would lead to customer retention, as suggested by one of the respondents:

“Make your customers happy and they will continue coming back year after year and pay the premium”(12E).

On the other hand, most interviewees thought that customer orientation would result in increased sales and company growth. One person suggested that:

“The benefits of having customer-oriented employees include better sales, better image projection of the company externally, and ultimately growth of the business on the back of that”(3M).

In conclusion, small insurance brokers were unfamiliar with customer orientation as a term, but they applied it in practice. For example, small insurance brokers were keen to demonstrate a positive attitude towards their customers by treating them nicely. Also, customer satisfaction was of paramount importance for small insurance brokers. In this regard, customers were the ‘bread and butter’ (1.1E) and the ‘life blood’ (11M) of small insurance brokers. Customer orientation is an imperative for small insurance brokers' survival (Blackham and Blackham, 2000; Grice, 2006; Chemney, 2007). The emphasis on price alone will eventually not be good enough for the customers as brokers will be driven from the market and customers will find nowhere to go for advice (Grice, 2006). In this research, the interviewees believed that customer orientation would result in increased sales and business growth. Small insurance brokers are trying to sell more and to increase their market share, otherwise they will be taken over or need to join a network to stay in the market. Making or increasing sales was an important issue on the minds of the interviewees. For instance, internal marketing was defined as selling insurance products, and the respondents believed that its aims were to increase sales and profits. Small insurance brokers are not totally customer-oriented companies or totally sales-oriented ones. They are more sales-oriented than customer-oriented. Small insurance brokers should become highly customer-oriented companies to provide customers with the highest possible value and then future success (Maas, 2006).  
It was considered in the previous chapter how small insurance brokers used internal marketing, but do they use internal marketing to develop customer orientation among employees? This will be discussed next. 

6.4. The lack of awareness of the role of internal marketing in developing customer orientation among employees within small insurance brokers in the UK

This is the fifth main theme in the final template presented on page 117. The findings indicate that there was a lack of awareness of the role of internal marketing activities in developing customer orientation among employees. The main benefits of internal marketing were employee satisfaction, providing better service quality to customers and consequently achieving customer satisfaction, increased market share, company turnover, and business growth. For example, one manager believed that internal marketing would lead to the provision of better service quality due to the company's increased knowledge of the insurance products it offered:

“Customers would be given better service quality and hopefully a better price and insurance cover because the salesman would have better knowledge of the product he’s selling”(11M). 

Most interviewees believed that internal marketing would enable the company to increase sales and consequently grow into a bigger company through word of mouth recommendation from satisfied customers. According to one of the participants:

“The main benefit of internal marketing is to expand the business, more business should be able to sell and increases its size, most importantly, by recommendation, you will find that if customers are happy with us, they will recommend us to their friends then they come to us to say we have heard good things about you…”(1M). 

In the same vein, another interviewee believed that internal marketing would increase the customer base by improving the company's reputation among its customers, increasing turnover, employee retention, and customer satisfaction:

“Internal marketing helps towards lifting the profile or the reputation of the company with customers, improves the company turnover and stability of the staff, and customers should go away feeling happier”(2M).

On the other hand, one person believed that internal marketing was an unnecessary term and that it could complicate work within the company:

“I think it’s an unnecessary term, because…it’s setting a pronoun for something which doesn’t …you know, it’s just a title, it’s not really …I think, at the end of the day, as a boss or whatever, you have to set a target, and then you have to communicate that to staff. Whether you call that internal marketing, or whatever, I’m not so sure, but I don’t see the purpose of calling it internal marketing, to be honest. I just think it confuses the issue. I don’t think there is much of a difference between them. I think they’re all part of the same thing. Customer orientation and internal marketing; I think internal marketing is the instruction and customer-orientation is the action. I think they’re two sides of the same coin…”(10M).

The interviewee was sceptical about the issue of internal marketing and he thought it confused the issue. He was not aware of the importance of internal marketing in encouraging employees to behave in a customer-oriented manner, as he considered them to be the same thing. This was an unsurprising result as the person concerned defined internal marketing as making sales and also did not think that the term customer orientation could be defined. 

Another respondent contended that the employees were already customer-oriented and were not aware of the role of internal marketing activities in developing customer orientation among employees:

“If you have the right employees, if you have the right environment, if they have the right knowledge, [then] you do not need an internal marketing strategy. They are aware that they have a job to do, they are aware that they have to obtain the clients, they are all experienced people. They are aware, it is correct that they are very much customer focused employees. It is all to do with up here in their mind; they are here to please customers”(1M).

This interviewee believed that employees were already customer-oriented and consequently there was no necessity for internal marketing within the company. He also stressed the importance of providing employees with the right knowledge about insurance products, and sales skills to effectively market the products to customers. Again, this person had not heard of the term internal marketing, which in turn made him unaware that internal marketing would lead to having customer-oriented personnel. 

Another interviewee did believe that internal marketing had a positive impact on the customer orientation of employees but did not know how to explain it:

“I’m sure it can and I’m sure it does, but I’m not sure how it relates to us here. I don’t know how to answer that. I think I’ll have to pass on that one”(9M).  

Furthermore, most interviewees did not think that there was a need to make changes within their companies with regard to the adoption of internal marketing. One interviewee commented: 

“I believe internal marketing works well and no change is necessary”(2M). 

Participant 9M did not know how internal marketing could develop customer orientation among employees, while 2M believed that their own internal marketing was successful and that there was no need to make changes. 

By contrast, another interviewee stated that internal marketing was becoming very important with regard to the ways in which it could be used, regardless of the size of the company: 

“In the future we will follow the same line we are doing at the moment because of the size of the company…I would suggest that certainly internal marketing becomes far more important. It is important to small and large organizations, but in terms of how you achieve it is different from large to small organizations. But that’s the thing, I think from my experience it is word of mouth and discussions that go on are more important than the formality associated with it”(3M).

However, the interviewee believed that small insurance brokers were not keen to adopt more formalised internal marketing activities due to the small size of the company, believing that informality of internal marketing, in particular informal communication, was important. In a company with four employees, internal marketing was bound to be informal. 

Thus, the managers of small insurance brokers lacked an awareness of the role of internal marketing in developing customer orientation among employees. They felt that internal marketing would lead to better service quality, customer satisfaction, increased sales and turnover, in addition to business growth. The researcher believes that this is because internal marketing was not applied at the strategic level to encourage customer orientation throughout the whole company. Consequently, people would not be able to understand the link between them, despite the focus on customer satisfaction. However, this does not mean that the link does not exist. In order to clearly explain these issues, the research findings with regard to the role of each activity of internal marketing in developing customer orientations among employees will be presented next. 

6.4.1. Internal communication and customer orientation
This research found that there was a lack of awareness concerning the role of internal communication in developing customer orientation among employees in small insurance brokers. The communication process between managers and employees did not cover the importance of customer orientation. Rather, the main issue communicated to employees was compliance with the FSA regulations to ensure that they understood the FSA's requirements. In this regard, an interviewee believed that:

“Communication is mainly about information we receive from insurance companies. We are regulated by the FSA. There are some set standards laid down by the authority, where…all of the staff have to understand what is required by the FSA and this establishes the standards of service and everybody has to understand it”(2M).

Similarly, another added that the main issue covered during communication with employees was compliance with the FSA regulations in addition to discussions about new sales strategies or new insurance product marketing:

“The main issues would be FSA compliance...We always check that the procedures are being…complied with each month. If we have got any new sales strategies, we discuss those. Anything else that may come up, for example, if we have a new scheme…to do with property owners, we would discuss how we are going to be marketing that to the public”(12E).

Managers also communicated policy changes to employees. For instance one interviewee commented:

“We communicate with employees about changes in the market as well as changes in procedures…it’s really things of that sort, you know, procedural and changes in the insurance market rather than anything else”(9M).

Moreover, internal communication focused on business-related issues and how the business was progressing, not on the importance of customer orientation, as revealed by one of the respondents:


“The main issues covered during these communication channels are about the business and how the figures are developing about the business in general”(7.1E).

One interviewee believed that there was no need to communicate with employees about the importance of customer orientation as their staff were customer-oriented already and consequently internal communication did not make any difference:

“In general there probably is no need to communicate with employees [about] the importance of customers and customer service or being customer-oriented people. I think most of our staff are already customer-oriented…and I do not think there is much improvement that can be made”(4M).

According to these participants, communication between managers and employees covered: the importance of compliance with the FSA regulations; informing employees of any news, policies or changes in the company; and discussions on the progress of the business.  

In addition, internal communication would improve customer and employee satisfaction, as indicated by one of the interviewees: 

“Communications will most definitely impact on employee motivation and the level of service quality they deliver and in turn this will increase customer satisfaction”(3M).

Customer retention was thought to be the main outcome of internal communication:

“The benefit of employee communication is that we do not lose customers, and our retention rate is very high compared with most other brokers”(1M). 

Moreover, a few respondents considered the advantages of internal communication to be improvements in service quality and the encouragement of team spirit among employees:

“Communication will improve service quality, employees feel part of a team, then if they are involved, they will need the company to succeed”(2M).

Another participant believed that internal communication would lead to employee satisfaction and better service quality:

“I would suppose it will improve employee satisfaction and motivation and also the level of service quality delivered to the external customers”(5M). 

These interviewees had not included the issue of customer orientation when they talked about the main outcomes of communication. They thought that internal communication would lead to employee and customer satisfaction, better service quality and customer retention. The researcher believes that the communication which took place within the brokers, whether conducted formally or informally, stressed that customer satisfaction was highly important for the success of the business without using the phrase ‘customer orientation’. It can be said that the interviewees were aware of the importance of the customer but not aware that the issues surrounding that customer can be termed customer orientation. Despite this, the research findings indicate that thirteen out of twenty five interviewees were positive about the link between internal communication and customer orientation when probed (7M, 3M, 8.1E, 12E, 7.2E, 8M, 1.2E, 11M, 4.1E, 10M, 1.1E, 2.2E, and 3.1E). An interviewee stated:
“It will improve the customer orientation of employees without a doubt because it goes back to the fact that employees feel responsible. They feel there is some ownership and they are passionate about their clients, and they want to look after the clients, which means that they want to maintain the business”(7M).

The manager indicated that internal communication would improve customer orientation among employees. Also, employees would develop a feeling of responsibility for and ownership of their customers, and consequently would be willing to serve their clients. This indicated that internal communication was linked to employee empowerment within small insurance brokers. 

Similarly, an interviewee believed that internal communication would encourage customer orientation as it would allow employees to understand the insurance products and thus enable them to meet customers’ needs: 

“Communication would improve the level of customer orientation of employees because with communication you will understand more the product you are selling and improve your knowledge”(8.1E).

Another said that internal communication would improve customer orientation among employees, which was a vital issue for the company in the retention of customers. Customer orientation would lend the firm competitive advantage, without which customers may decide to go to another company for a lower price:

“Yes, it does. I mean, obviously customer focus is a big thing as a broker because, as you know, you could go directly to a company and you would probably get a premium cheaper. So our whole philosophy is customer service, because obviously we try to make it easier for the customers. So there is a huge focus on that”(12E).

One interviewee suggested that employees usually went to see clients and provided them with the services they required. Therefore the company placed a heavy emphasis on customer orientation issues in order to develop and improve relationships with its clients. Less focus was given to making money:

“Yes very much. It is something that as a company we are very strict on. The employer is very keen to develop our relationships with the customers, very keen to go out and provide all services. We go to see our clients on a very regular basis. We are not a company that turn up to collect money”(7.2E).

Similarly, another person stated that internal communication would lead to the development of customer-oriented personnel and the achievement of customer satisfaction:

“Definitely, our business depends totally on our customers and therefore, people who deal with them have to be totally customer-focused. The better somebody is doing the job with the customer the more satisfied the customer is”(8M). 

These interviewees believed that their business was extremely dependent on customers. The brokers aimed to provide: reliable information and advice on people’s insurance needs; good service quality, in order to satisfy their customers; and, at the same time, tried to maintain a good relationship with them. Customer orientation can be a competitive advantage for small insurance brokers who are struggling to survive in the face of increasing competition from larger brokers. It will also influence people’s decision to stay with a company, even when it may be possible to find cheaper prices out in the market. 

In the same vein, another interviewee said: 

“If it avoids creating other problems for other clients down the line that is a big benefit because as an employee we do not need clients to have a problem”(4.1E).

However, employees’ attempts to avoid creating problems for customers are a form of customer-oriented behaviour as they focus on satisfying customers (as well as themselves). 

The interviewees’ awareness of the link between internal communication and customer orientation actually corresponds with the findings of Grönroos (1985), Asif and Sargeant (1998) and Papasolomou (2002), that internal communication encouraged customer orientation among employees, as will be explained in the next chapter (see section 7.5.1). Despite this, when the researcher probed for views on the impact of internal communication on customer orientation, contrasting views emerged. The research revealed that few interviewees did not think that internal communication encouraged employees to behave in a customer-oriented manner. For instance, one said: 

“With difficulty probably. Our whole aim is providing a service to the customer, whether that’s a good quote, or prompt service, or whatever; answering their questions unambiguously, that’s the whole thrust of what we do here, and it’s providing a good service that gets us repeat business”(9M). 

The interviewee was not sure whether communication with employees encouraged them to become customer-oriented people. Instead he emphasized service orientation rather than customer orientation in order to build repeat business. Employees had to provide explicit information and good service in order to retain customers.  

In the same vein, another interviewee thought that internal communication may impact on the customer orientation of employees, but he believed that employees were customer-oriented personnel:

“Yeah, perhaps. I would expect them to be customer-oriented anyway but if you’re looking to improve the company then obviously yes it does”(10M).
Thus, there was a slight lack of awareness of the role of internal communication in encouraging employees to become customer-oriented. The researcher considers that this is because they were a little lacking in understanding about the term customer orientation and some interviewees believed that they were already customer-oriented.

Commercial versus personal-lines

The research identified that most interviewees who believed that internal communication improved the customer orientation of employees were involved with commercial-lines (see, for example, 4.1E, 8M, 7.2E, 12E, 1.2E, 11M above) while 7M and 9M were dealing with both types of insurance. This means that commercial-lines people realised that the communication within the company focused on customers. The managers of insurance brokers’ usually recruit employees with insurance knowledge for commercial-lines as they deal with a more complex range of insurance products than personal-lines. Therefore, insurance knowledge was essential to be able to deal with customers. Based on this, they realised that internal communication would encourage customer orientation among employees as it would keep them up-to-date with the products available to customers and the companies from which they could source insurance products to meet customers’ needs.

On the other hand, personal-lines interviewees (4.2E, 7.1E, 2.2E, 1.1E, and 3.1E) were less aware of the role of internal communication in developing customer orientation among employees. Two personal-lines people believed that they were customer-oriented by nature. This was because they had had loyal customers for extended periods with whom they had maintained long-term relationships: 

“We are customer-focused in any case; usually we have our clients for many years. We are customer orientated in that way because we do not have people who come in from the street because we are not in a position to do that. So there is a connection, which is usually a long-term one, and quite a lot of them are friendly”(4.2E).

Another personal-lines respondent believed that customer-contact employees were encouraged to be customer-oriented; the opposite of those who carried out other tasks within the company:

“Very difficult to say because there are only a few key personnel who are customer focused in this brokerage. We are not like a high street brokerage where….We sell for ourselves. There are people who do not see customers, doing technical stuff without going out to see customers. But people who see customers are encouraged to be customer-oriented”(7.1E). 

Despite this, some personal-lines interviewees (1.1E, 2.2E, and 3.1E) believed that providing employees with information allowed them to meet customers’ insurance needs. In other words, it encouraged customer orientation among employees:

“The more knowledgeable the staff the greater the benefit the customer will obtain because they deal with somebody who knows the subject and this will ensure that our clients’ insurance needs are covered”(1.1E).

Similarly, another employee stated that internal communication enhanced people’s ability to listen to each other’s suggestions about any changes that impacted positively on staff performance. He added that internal communication improved the customer orientation of staff as well as customer and employee satisfaction: 

“Communication will improve by listening to other people saying their opinions about changes to improve the performance of employees. Communication within the company will feed back to how to deal with the customer then it will enhance employees' satisfaction and customer satisfaction”(2.2E).

In the same way, an interviewee suggested that communication allowed employees to be up-to-date with everything and to become customer-oriented personnel: 

“Communication makes you know exactly what is going on; you are not kept in the dark and suddenly discover things. Employees will be customer aware, because employees are focused on what they are doing. It is not just 'I am doing the job from 9 to 5'. There is a feedback that is going on in the company to appreciate what the employees do and vice versa”(3.1E).
Thus, commercial lines and some personal-lines participants believed that internal communication had an impact on the customer orientation of employees. The managers preferred to recruit people with pleasing personalities who were able to deal with customers and were very experienced in personal-lines, as the insurance knowledge was the main consideration for recruiting commercial-lines employees. They were recruited based on their experience in customer service and in dealing with the public. As such, they knew that the customer should always come first. 

Summary 

There was a slight lack of awareness of the role of internal communication in developing customer orientation amongst small insurance brokers. The managers focused on communicating with employees about the FSA regulations, as well as about changes in the market place and new policies. The interviewees believed that internal communication would lead to customer retention and satisfaction, as well as employee satisfaction, better service quality, and better teamwork. In addition, there was no difference between commercial and personal-lines’ views on the link between internal communication and customer orientation. 

6.4.2. Employee recruitment and customer orientation
The findings indicate that office work experience, the applicant’s age, and personality were mainly considered when recruiting employees to work in small insurance brokers.  However, the recruitment criteria varied according to the type of insurance the employees dealt with, as stated by one manager: 

“The main issues we consider when recruiting employees: it really varies for the post. If we are just looking for a personal-lines one, someone who is not experienced is not what we are looking for, we are not looking for insurance knowledge but more for the way he comes across to the client, the way he presents himself and the way he will fit into the team…In commercial-lines I think experience, qualifications and age does not come into it. Personal-lines it is really experience and the potential for training etc”(4M). 

This interviewee stated that insurance knowledge is very important when recruiting employees for commercial-lines; more so than age, experience and qualifications. On the other hand, experience in dealing with customers and the possibility of training the candidate were essential for personal-lines employees. This leads the researcher to conclude that the type of business had an impact on the recruitment criteria for employees in small insurance brokers. In fact, professional qualifications are necessary because they can be considered a differentiator and a way of increasing the professionalism of the industry (Grice, 2006).

In contrast, another manager stated that experience and qualifications were important while the age, gender and country of origin of the applicants were not: 

“Experience and qualifications are important in different levels; it is mainly to match our ethos in the company. Age, gender and where they come from are kind of irrelevant to us”(7M).

Similarly, another manager said: 

“We prefer people with experience in insurance, relevant experience, in other words commercial insurance experience, and then we see what we get”(9M). 

According to the above, the age of the applicants and their work experience in insurance were considered, to ensure that they had selling skills and would be able to perform their role successfully.  

Along the same lines, another interviewee stated that his firm did not recruit new employees, but he felt that taking on customer-oriented staff with insurance knowledge would be more important than qualifications, experience and age. However, the extent to which these are taken into account depends upon the person being recruited:

“Mainly I consider recruiting customer-focused employees, a good disposition and knowledge of the products or services we provide. I think qualifications, experience and age have to be taken into account to various degrees that depend on the person …Since I have not really done it before, I am not really suggesting that any one of those would be preferable”(3M). 

Although age was not the main consideration for some managers, as explained above, one participant said that the age of the employee was an important issue for the managers of small insurance brokers. This was because managers did not want to invest in employee training and then lose their staff to another company:

“We tend to look for more mature people (age) because they tend to stay longer and they work for the long-term…We look for people who want to work in a relaxed environment and want to stay because once we commit ourselves to train them, we want them to stay. So we don’t need them to move and somebody else has the benefit of training”(1M).
The researcher believes that since small insurance brokers have limited financial resources, managers will prefer to recruit competent employees who want to stay with the company, as this will avoid the need for further expenditure on training new staff. 

In addition, employee personalities seemed to be taken into consideration when recruiting new staff to a brokerage:

“The main issue considered is experience and sometimes if we have to employ somebody who has got no experience we are looking for somebody with a pleasing personality and somebody who obviously can work with the public and is keen to learn”(5M).

The interviewee preferred to recruit either employees with experience in dealing with customers or those who had the desire and ability to do the job and learn. 

In addition, an applicant’s qualifications were not enough on their own; they had to be considered alongside the applicant’s personality. For example, one manager said:

“It’s a blend of qualifications and personality. It’s a bit of both. I don’t believe in concentrating on qualifications completely”(10M). 

The researcher believes that those managers (1M, 5M and 10M), aimed at recruiting customer-oriented people although this did not use the phrase as 3M. They believed that it was important to recruit employees with good personalities who were able to deal with customers and to do their jobs successfully. This is a sort of customer-oriented behaviour which is expected from new applicants. Hiring the wrong employees, who were unable to integrate and act as part of a team even though they may be clever people, brought problems for companies as indicated by one of the respondents: 

“Yes. Poor attitude, you know. They haven’t blended into the team…I’ve never had anyone that’s made mistakes. I’ve only had people that haven’t really fitted into the team.  They haven’t really fitted into the ethic…it’s easy to find somebody who’s clever, but it’s not so easy to find somebody who fits in”(10M). 

Moreover, the research found that the main aim of recruiting employees in small insurance brokers was to fill vacant positions and get the job done, not to recruit customer-oriented employees. This was frankly outlined by one of the participants when he was asked about the importance of employee recruitment:

“If you’ve got a job that needs to be done and you haven’t got anyone there to do it you need to employ someone, so that would be the obvious advantage”(10M).

Thus, the managers of small insurance brokers did not focus strongly on recruiting customer-oriented people who were able to behave in a customer-oriented manner, but rather they focused on applicants’ ages, experience in selling insurance products and insurance knowledge. Education and qualifications are nice to have, but their importance when recruiting employees varies from one company to another depending on the job and what the employer wants (Cornell, 2009). Nevertheless, there was a degree of focus on the applicant’s personality when filling vacancies in the companies, which means that there was a slight emphasis on recruiting customer-oriented people. The researcher believes that when the managers talked about experience and personality they were mainly thinking about personal-lines, where employees should be able to deal with customers. On the other hand, when they talked about insurance knowledge, they were more likely to be thinking about commercial-lines. For example, the manager of a commercial insurance company admitted that the main issue to be taken into consideration when recruiting commercial-lines employees was experience in insurance not in customer service, which was more crucial to personal-lines employees:

“Previous experience in insurance not experience in dealing with customers”(11M). 

Moreover, the findings indicate that only two managers out of ten thought that employee recruitment would lead to employee retention and filling the vacant places in the company (1M and 7M). For example: 

“This policy is beneficial because they stay. I mean we have not lost any employees for six years. Once we invest in them they stay, this is important it is nice to have a stable workforce. It is retention as a result of a happy, relaxed environment, offering reasonably good money”(1M).

These managers recruited people and invested in them to keep them working in the company. This was achieved by offering favourable work conditions characterised by good income and a relaxed working atmosphere. 

Also, another three out of ten managers (5M, 4M and 11M) did not think that there was a link between employee recruitment and customer orientation and the main advantage of recruitment was “filling a gap when you need staff” (5M, 4M). New applicants should be able to fit in and integrate with others: 
“Well if somebody in our organization knows them already, they can recommend them. It is better that they can fit in because they would know somebody in the company already. Or if we have to advertise in a newspaper to get the people, and we help them fit in”(11M). 

Accordingly, there was a small lack of awareness among the managers of the impact of employee recruitment in developing customer-oriented personnel. Despite that, when probed, four out of ten managers (1M, 7M, 8M and 10M) believed that employee recruitment would impact on the customer orientation of employees. One manager said:
“Recruitment has an impact on the customer orientation of employees; if you are happy at work it will go over to customers and they will reflect backwards, if you are not happy with your work environment it shows to the customers”(1M).
S/he suggested that if employees were happy at work this would translate into customer-oriented staff. On the other hand, if they were unhappy with their work conditions they would not be able to behave in a customer-oriented manner. 

In the same way, another manager believed that employee recruitment would improve the customer orientation of staff as long as the company empowered them to meet their customers’ needs: 

“Recruitment improves the customer orientation of employees, because you are ending up with employees who are empowered to take a bit of ownership over their clients and therefore, that means in itself that they are working harder for their clients; they are happier working for their clients”(7M).

Similarly, another stated that employee recruitment would lead to the development of customer orientation among employees:

“It will because we have to be far more selective about who we select. Over the years, yes, we have possibly employed the wrong people for the wrong job at times. It is very difficult sometimes when you employ somebody. You can get an impression of somebody’s character and attitudes that you interview, which you then find when they deal with customers is not as good as you thought it was. Or they do not somehow quite have the right ability to deal with the customers in the way we would like them to”(8M).

This indicates that customer orientation of employees was essential for 8M as not taking this issue into account had resulted in hiring staff who were unable to treat clients in a customer-oriented manner. Recruiting people who were not suited to the job because they lacked the requisite abilities and attitudes in dealing with customers was a real problem for the company. It is not enough to hire employees, it is also essential to know what type of people should be taken on. Asif and Sargeant (1998) suggested that recruitment policies should aim to match the right people to the right service role, and that this is essential for the internal marketing programme to succeed (Broady-Preston and Steel, 2002). This will be further discussed in the next chapter (see section 7.5.2). 

Another manager believed that employee recruitment would lead to the development of customer-oriented employees as this was a part of the manager’s responsibility: 

“Yeah, um yeah, I’d be ignoring part of my job if I wasn’t doing that”(10M).

In addition, most small insurance brokers who participated in this research had not recruited employees since they started their businesses and their staff tended to stay with them for a long time. This applies in particular to micro brokers where the managers did not know whether recruitment would have an impact on the customer orientation of employees: 

“…it happens so infrequently. As I say, there are only six of us all together. And everyone’s been here a fair while, so it doesn’t happen very often. So it’s difficult to answer that”(9M). 

Similarly, another micro broker manager said that it was difficult to know whether recruitment had an impact on the customer orientation of employees as he did not recruit new staff. However, the interviewee suggested that the main advantage of employee recruitment was customer satisfaction:

“It is difficult as I have not done it. I think the advantage would be better customer satisfaction through quick turnaround”(3M).

The researcher believes that this particular manager aimed to satisfy customers to increase sales and grow the market share. 
The manager of another micro brokerage felt that employee recruitment was not advantageous and he admitted that he did not like taking on new employees:
“There is no advantage of recruitment because it makes you lose somebody, it gives us pain, I absolutely hate it”(2M).

As such, there was a difference between micro brokers (2M, 3M and 9M) and small brokers (1M, 7M, 8M and 10M) in relation to their views on the link between employee recruitment and customer orientation. While the managers of small brokerages believed that employee recruitment had an impact on the customer orientation of employees, the managers of micro establishments were not aware of any such connection. The researcher considers that this was because they recruited employees through recommendation and their staff tended to stay with the company for a long time. Consequently, there was a lack of awareness of the role of employee recruitment in encouraging staff to behave in a customer-oriented manner.

Summary

There was a lack of awareness of the role of employee recruitment in developing customer orientation among employees. The criteria for recruiting employees varied according to the type of business. Insurance knowledge was important for commercial-lines applicants and experience in selling to customers was more relevant for personal-lines interviewees. Despite that, there was a slight emphasis on recruiting customer-oriented staff by focusing on the employees’ personality. The inability to use the phrase, ‘customer-oriented’ employees, may be due to the lack of awareness of the term customer orientation. Moreover, small brokers were more aware of the role of the link between employee recruitment and customer orientation than micro ones. Also, the participants believed that recruiting customer-oriented employees would result in staff retention and satisfaction. 

6.4.3. Employee training and customer orientation

It was mentioned in the previous chapter that small insurance brokers made use of formal training activities to comply with the FSA regulations. Moreover, it was found that these training activities focused on insurance products, to enable employees to sell insurance to customers and treat them fairly. Small insurance brokers adopted these kinds of programmes in order to comply with the FSA regulations and not because they were aware of the role of employee training in developing customer orientation among staff:

“If one does not understand customers and indeed customer consciousness, it is quite difficult to adhere to the requirements of the FSA”(3M).

In this regard, an interviewee explained how the FSA regulations focused highly on the customer orientation issue by using employee training activities within their company: 

“Yes, the new laws with the Financial Services Authority mean everything has to be customer-focused now. We have to make sure that the customer’s getting the right insurance for their needs, at the right price. So everyone does that, yeah”(11M).  

Moreover, the findings indicate that nine out of ten managers believed that training encouraged employees to become customer-oriented people (3M, 1M, 8M, 10M, 2M, 4M, 5M, 11M and 7M). One manager stated this and said that it was one of the company’s aims. The interviewee focused on training employees in the area of communication skills with customers. The objective was to improve the way staff advised customers, to provide clients with the products and services they required, and to teach staff to seek feedback: 

“Yes, I would suggest that internal training in terms of the culture of the company aims to generate more customer awareness and customer friendliness. We send lots and lots of communication out to our clients ...there is a lot of paperwork these days and again what we send out as communications must also sound friendly and project ourselves as a customer friendly organization. I myself spend a lot of time on it. There is a lot of discussion that goes on how to do things better in terms of selling products or services, selling and giving advice and getting feedback from our clients”(3M). 

Along the same lines, another manager added that training led to customer-oriented employees because they were trained in customer awareness and customer relationships. Employee training encouraged staff to be honest with customers and to understand their needs:

“Knowledge and education among the staff is very important; employees are trained to be customer aware, and there is a section in there to train employees about customer relationships. We are aware of customer needs and customers come here to make sure that we are not telling lies. We are very sincere with customers”(1M). 

Another interviewee believed that employee training encouraged customer orientation among workers so that they were able to answer clients’ questions and deliver better service quality:

“Very directly from a technical point of view, because it means that employees who six months ago could not answer the question that the customer has asked because they have now taken some training they could now answer that question so that they are providing better service”(8M).

One of the managers thought that as a service company it was essential to have customer-oriented employees:

“Yeah, I mean, obviously, yes they do. We’re a service industry so we have to be customer-orientated”(10M). 

Similarly, another manager hoped that employees were customer-oriented people and felt that training increased the level of customer orientation to a limited extent:

“To a limited degree. I would hope people are already customer aware; it will lift it to the next degree”(2M).

Thus, the enforcement of the FSA regulations encouraged small insurance brokers to adopt training activities and consequently developed customer orientation among employees. Most interviewees believed that employee training would have a positive impact on the customer orientation of staff. This was because training would improve employee skills regarding communication with customers as well as improve their insurance knowledge, and thus they would be able to provide the client with the insurance they required. Beloucif et al. (2004) suggested that it is important to invest in training and development in the insurance industry in order to encourage staff to deal with customers in a friendly way and respond to their queries promptly; especially to their complaints. 

As mentioned in section 6.4.1, the managers of small insurance brokers focused on the issue of compliance with the FSA regulations when meeting with employees. They had to ensure that employees understood them so that a complete adherence could be achieved. As such, it was not surprising that most interviewees were aware of the impact of employee training activities on developing customer orientation among staff. Unexpectedly, one manager thought that staff training may not develop customer orientation among employees: 

“It probably should but I’m not sure that it does because it’s more insurance-based than service-based, so possibly not”(9M)  

The researcher considers this may be due to a lack of understanding of the term customer orientation. 

Another respondent did not believe that training improved the customer orientation of employees: 
“It does not improve customer orientation of employees, as I do not have that much contact with customers in my particular job so obviously it is not going to be beneficial”(8.1E). 

The speaker was an administrator, so it was expected that s/he would not be aware of the potential impact.  

On the other hand, eight out of fifteen employees believed that staff training improved customer orientation (1.2E, 12E, 5.1E, 7.2E, 1.1E, 4.1E, 10.1E, and 2.1E). For instance, one person believed that training brought employees’ knowledge about insurance subjects up-to-date and informed them of changes in the insurance market. The interviewee believed that this encouraged staff to become customer-oriented people:
“Training is useful because you become rusty in your mind so it reminds you of the basics and to come up-to-date with changes which insurance firms introduce because it is necessary to the legislation. This makes us aware of customers’ needs”(1.2E).  

Similarly, another participant stated that increasing their level of knowledge about insurance products enhanced the customer orientation of employees. This was because the customer was the main reason for staff training:
“Yes, I think it does. It re-focuses you as to why you are there really; the customer is the whole reason why we are learning about the products”(12E).

In the same way, one employee believed that staff training was beneficial, made workers fully customer-oriented personnel, and improved service quality: 

“I think it improves their knowledge which means they provide better service to the customers. It is a very friendly and relaxed approach. Yes I think it has a positive impact”(7.2E).

In addition, staff training educated employees about the insurance products they were selling, and this led to the satisfaction of employee and customer needs:

“Yes, the more knowledge you obtain, the better you are able to help customers, which obviously impacts on customer satisfaction and on employees’ satisfaction. If you feel confident in your subject you are going to feel happy at work”(1.1E).  

Another employee mentioned that training courses covered the issue of customer orientation. S/he said that the employees had to take exams to ensure that they understood insurance subjects and customer orientation:

“Yes. Certainly the first exam, although it focuses on customer focus for both customers and insurers, there was a whole chapter about that but it is mainly about the insurance products”(4.1E).

It can be concluded that staff training provided employees with a certain level of empowerment to carry out their work. Giving them the knowledge and information necessary to sell insurance products empowered them to undertake tasks successfully. This indicates that there was a link between employee training and employee empowerment within small insurance brokers. 

Having presented the interviewees views on the link between employee training and customer orientation, it is worth mentioning that this outcome corresponds with the findings of Richardson and Robinson (1986), Papasolomou and Kitchen (2004) and Papasolomou (2006). This will be further discussed in the next chapter (see section 7.5.3). 

As was mentioned earlier, 9M (a manager of a micro firm) was not aware that employee training improved the customer orientation of staff. Also, employee 9.1E, who was responsible for both commercial and personal-lines, disbelieved that training would develop customer orientation among workers:

“No because we only take people on that are customer-focused as their own personal human values”(9.1E).
The researcher concludes that micro brokers were less aware that the FSA training is linked to developing customer-oriented employees. The question is how true is that? Is the case different for larger brokers? An in-depth look at those interviewees who affirmed that employee training would encourage customer orientation among staff revealed that most of them were working in brokers with more than ten employees. To support this conclusion, interviewee 2M, quoted earlier, was not very certain in his answer about the link between employee training and customer orientation. 2M said that ‘probably’ to a limited level and hoped that the employees were customer-oriented people. In the same vein, an interviewee at a micro broker’s stated that staff training would improve employee satisfaction, service quality, and thus the efficiency of the business: 

“It will impact the efficiency of the business and employees' satisfaction. It will impact service quality absolutely. If you have efficient and happy employees they're gonna work better for you than unhappy and untrained employees”(6.1E).
This may be attributable to communication issues within the organization, where the term customer orientation was not used and was therefore unfamiliar to staff. In addition, the enforcement of FSA training is a relatively new rule imposed on the financial services, therefore, employees still need more time to figure out and realise its impact on the business in general and on the customer in particular. 

The FSA regulations oblige small insurance brokers to use training schemes to qualify employees to sell insurance products to customers and to treat them fairly. In addition, employee training would lead to improved service quality, customer satisfaction and customer relationships. Customer orientation is an antecedent of customer retention (Chemney, 2007) and essential for developing customer-client relationships in the insurance industry (Beloucif et al., 2004; Rajatanavin and Speece, 2004; Maas, 2006). 
Commercial- versus personal-lines

The research findings indicate that there was a small difference between commercial and personal-lines interviewees regarding their awareness of the impact of employee training on the customer orientation of staff. Commercial lines interviewees (1.2E, 12E, 7.2E, 4.1E, 11M and 8M), as quoted earlier, believed that employee training encouraged customer orientation among staff. This was because training courses and exams had educated them about insurance products and treating customers fairly. Product knowledge is essential for commercial-lines employees so as to meet customers’ needs (Cornell, 2009), so the FSA regulations allow them to expand their knowledge and encourage them to treat customers fairly. 
On the other hand, personal-lines interviewees suggested that employee training did not impact on the customer orientation of staff. For instance, one respondent believed that employees were customer-oriented already, and consequently, training had not such effect:

“It does not affect customer orientation of employees, because we are already customer-oriented”(4.2E). 

A personal-lines participant suggested that staff training gave the employees a chance to expand on their knowledge and to provide better service quality to the customer: 
“The company must know the products to give good customer service”(7.1E). 

Another thought that, rather than helping to develop customer orientation amongst employees, staff training enabled workers to use the system:             
“Training is useful otherwise I would not be able to use the system myself”(2.2E).
Another personal-lines participant believed that, rather than working to create customer orientation among staff, employee training enabled people to keep abreast of regulations set by the FSA: 

“Training keeps you up to date with the legal implications of the insurance industry” (3.1E).

Personal-lines interviewees deal with individual customers who visit the company to have their insurance needs met. Therefore, they were already aware of the significance of meeting customer needs as they were recruited based on their experience in customer service and dealing with clients. Personal-lines staff deal with mainly household and motor insurance and their learning curve is not so steep because personal insurance subjects are less complex than commercial insurance ones; often it involves just telephone work (Cornell, 2009). Therefore, people in this group believed that compliance with FSA training would not have an impact on employees’ attitudes towards customers as they were already customer-oriented. 
Summary

Most interviewees believed that employee training, as required by the FSA, encouraged customer orientation among staff. Despite that, micro brokers were less aware of the impact than small ones. In addition, some interviewees believed that employee training led to improved service quality, customer satisfaction and customer relationships. Also, there was a link between staff training and employee empowerment within small insurance brokers. Moreover, small brokers were more aware of the impact of employee training on customer orientation than micro ones. Furthermore, there was some difference between commercial and personal-lines regarding their awareness of the role of employee training in developing customer orientation among staff. 

6.4.4. Employee empowerment and customer orientation

The research found that there was a lack of awareness of the role of employee empowerment in developing customer orientation among staff. One interviewee said: 

“I’d say not necessarily. I don’t see the connection there. That’s what I’m saying”(9M). 

Another stated that employee empowerment would improve employee satisfaction and service quality: 

“The more empowerment you can give, the more job satisfaction you get and that ultimately translates to better customer service and a more happy and friendly environment”(3M). 

Another respondent thought that employee empowerment to make decisions when needed, and being made to feel responsible for their work, led to time-saving. Consequently, customers were more satisfied, as they had their queries dealt with in a timely fashion:

“The main advantage is that it saves time because they don’t have to keep checking with a manager about every question, to say, ‘can I do this?’  They’ve got the power to say ‘yes I’ll do that for you now’. The quicker a problem can be solved, the better it is for the customer. He’ll be happier. Our staff don’t have time to go chasing around looking for a manager. The manager doesn’t have time to deal with another query, so there’s a lot of time saved for everybody”(11M). 

These managers (9M, 3M, and 1M) did not think that employee empowerment would result in the development of customer-oriented employees. They aimed to create a good working environment manifested by flexibility and friendliness - which are typical characteristics of small firms - in order to encourage employees to satisfy customer needs. The success of a small business is highly dependent on customer satisfaction.

In the same way, one of the respondents stated that he was a customer-oriented person and aware of his tasks: 

“I’m very customer-focused and I know what has to be achieved ...in the best way for the company anyway”(9.1E). 

Another commented that employee empowerment led to employee satisfaction, not to customer orientation: 

“I have enough responsibility in work. I have freedom to perform and satisfaction comes from this responsibility”(1.2E).

Thus, there was a lack of awareness of the impact of employee empowerment on developing customer orientation among staff. The main view of the interviewees was that employee empowerment would lead to employee and customer satisfaction in addition to the belief that people within brokers were customer-oriented already. The researcher considers that the lack of awareness of the term customer orientation could be a reason behind this outcome and may be a result of not having an internal marketing programme applied at the strategic level. 

By contrast, some people believed that employee empowerment improved the customer orientation of staff (1M, 4M, 7M, 8M, 12M, 4.2E and 1.1E). One, for example, said that allowing employees enough freedom to go about their tasks increased the feeling of satisfaction and encouraged them to become customer-oriented people and consequently, to satisfy customer needs: 

“If an employee has the freedom to do…what he has to do, he must be a happy employee. Everybody knows the way to do it as they are mature and they have freedom to do their work, to talk to clients, employees have this freedom. This in turn, will make them customer aware”(1M).

In the same vein, a manager thought that employee empowerment, such as giving staff a feeling of responsibility, would lead to the development of customer-oriented people and create relationships with customers:

“It does turn them into customer-oriented people, because the more responsibility they have dealing with clients helps build relationships with the clients and also makes them come across to clients very professionally”(4M).

Similarly, employee empowerment would lead to customer-oriented employees, better service quality, and customer satisfaction as indicated by one of the respondents:

“The main advantage of empowerment is the customers get better service because our employees do not have to say to the customers ‘I cannot answer this’ or ‘I am not allowed to answer, I'll have to find the answer and phone you back’…they can give the answer then the customer is happy. Very definitely, we encourage employees to take, as I say, ownership of the customers. That makes them focus on the customers”(8M).

Another interviewee affirmed that employee empowerment allowed them to carry out their job according to the rules. This made staff more willing to help customers to satisfy their insurance needs:

“Yes definitely. Because as an individual you feel good because you have made sure that someone has all of the policies in force. That's to say, if anything was to go wrong that is what insurance is for. If anything goes wrong they need that cover in place so you can help them out. So I think knowing all that it makes you feel more inclined to help the customer and sell the products”(12E).
One person expressed the view that empowerment allowed employees to have control over their tasks without a need to ask for permission from the manager. This in turn encouraged them to look after customers’ needs in a customer-oriented way: 

“Yes it does. Empowerment helps me because I do not have to refer every single thing. I can get on with my work, talk to the customers and phone them or when they come to the counter I do not have to refer everything”(4.2E).

These interviewees believed that giving staff a feeling of responsibility and freedom at work improved the customer orientation of employees, which led to customer satisfaction and the development of long-term relationships with clients. These are again the main aims of small insurance brokers if they wish to stay in the market. In fact, the role of employee empowerment in developing customer orientation among staff was supported by Sood and Lings (2004) and Papasolomou (2006). This will be further discussed in the next chapter (see section 7.5.4). 

Commercial- versus personal-lines

The findings show that there was a slight difference between commercial and personal-lines interviewees with regard to their opinions on the role of employee empowerment in developing customer orientation amongst staff. Only two commercial-lines employees (see 8M and 12E above) believed that employee empowerment was linked to the customer orientation of staff. In addition, commercial-lines interviewees suggested that employee empowerment would lead to customer satisfaction (see 11M and 1.2E above). In the same way, a commercial-lines interviewee affirmed that employee empowerment would develop employee satisfaction and provide them with a feeling of worthiness. This in turn would lead to customer satisfaction but would not encourage employees to become customer-oriented personnel:

“The main benefit of empowerment, we certainly feel valued by the company for the responsibility we have been given, it is certainly never boring it has to be said…Again you get a sort of satisfaction I suppose really, because you know the customers are happy so you get satisfaction from that”(4.1E).

Another commercial-lines participant added that empowerment would affect employee satisfaction and the success of the business, rather than the customer orientation of staff: 

“No. I do not believe so. Employee empowerment will impact the efficiency of the business and employee satisfaction”(6.1E).

Another believed that employee empowerment would improve people's knowledge of insurance products and encourage them to carry out their job’s confidently:

“I think you will have happier employees who gain confidence and knowledge in what they do”(7.2E).

On the other hand, one personal-lines staff (see 4.2E quoted above) believed that employee empowerment led to improvements in customer orientation among workers. Despite this, most personal-lines interviewees (1.1E, 2.2E, 3.1E and 7.1E) had thought the opposite because personal-lines staff in general believed that they were customer-oriented personnel. A typical answer was: 

 “No, I don’t think so. We are customer-oriented people anyway”(7.1E). 

Most commercial-lines participants believed that employee empowerment led to employee satisfaction and customer orientation. Commercial-lines interviewees were happier with empowerment as it gave them a stronger feeling of self-belief and confidence, which resulted in greater satisfaction at work. As commercial-lines employees usually go to see their customers, they considered that having the responsibility to carry out tasks was essential to doing their job satisfactorily and believed that empowerment would enhance customer orientation. On the other hand, personal-lines interviewees were recruited based on their experience in customer service. Therefore they felt that they were already customer-oriented people and the empowerment did not make any difference. 

Summary 

The researcher believes that there was a lack of understanding of the role of employee empowerment in developing customer orientation among staff. The interviewees felt that employee empowerment led to employee satisfaction, service quality, time saving and better customer relationships. Moreover, there was a small difference between commercial and personal-lines respondents in relation to their views on the role of employee empowerment in developing customer orientation among workers. While some personal-lines personnel thought they were already customer-oriented by nature, most commercial-lines interviewees believed that employee empowerment led to employee satisfaction and the customer orientation of staff. 

6.4.5. Internal market research, segmentation and customer orientation 
The findings indicate that small insurance brokers were not aware of the role of internal market research in developing customer orientation amongst their employees. This is not surprising as they did not use internal market research and segmentation in the first place. According to one interviewee, the main benefit of informal chat with employees was the chance to sort out problems and provide staff with the information necessary to allow them to do their jobs and consequently satisfy their needs:

“This chat will make employees happier with their work, which will come across to the customers. If someone is not happy with what they are doing and basically does not want to be there, then it is going to come across to the clients...That way, the staff are kept happy…the main aim is to give them the right information”(4M).

In addition, internal research increased employees’ understanding and knowledge of the insurance products on offer. This enabled them to successfully advise and help customers, as suggested by an employee: 

“Employees have to have a good understanding of the products they sell. If they do not, they will not be able to give the proper level of advice and service to the customers”(3M).

The managers of small insurance brokers did not think that internal market research improved customer orientation among employees. They thought that it enhanced employee and customer satisfaction and service quality. Although, the managers of small insurance brokers used to chat informally or formally with employees, as discussed in section 6.4.1., the main focus was on ensuring that they understood insurance subjects to enable them to satisfy customer needs. Thus, the informal chat did not focus on identifying employee issues such as training needs, so that the company could meet those requirements in the hope that staff would become customer-oriented people. Only one manager stated that the chat with employees allowed him/her to identify training needs and consequently improve staff skills in order to provide employee satisfaction:

“The benefit to us; we like for our employees to develop their skills because that benefits us, and we also like employees to tell us what extra training they need. That gives them great satisfaction because we are providing them with something extra, which improves their personal situation”(8M). 

However, this interviewee believed that providing staff with the required training led to employee satisfaction, not customer orientation.  

With regard to internal market segmentation, it was mentioned in the previous chapter that small insurance brokers did not apply internal marketing segmentation. However, employees were divided into two segments, namely personal and commercial-lines. This is a descriptive kind of segmentation due to the nature of the business. 
The findings indicate that the managers of small insurance brokers were unaware of the importance of employee segmentation according to their needs in order to facilitate meeting their needs and encourage them to behave in a customer-oriented manner. For instance, one interviewee believed that internal market segmentation would encourage better teamwork and ensure that employees were carrying out their jobs correctly:

“The benefit of segmentation is to build team ethos within the organization and make sure that people are working in the same direction”(7M).

Another believed that segmentation would increase their employees’ capabilities to serve customers:
“Segmentation is necessary not to keep people where they are, but to gain maximum capabilities within that particular segment”(3M).

Thus, the managers did not use internal market segmentation so that they were not aware of it importance to develop customer orientation among employees.

Summary

The managers of small insurance brokers thought that the informal internal market research conducted within their companies would lead to employee and customer satisfaction, and increase employees’ understanding of the available insurance products. In addition, they believed that internal market segmentation might lead to creating team spirit amongst employees and increase their capabilities within each segment. Consequently, small insurance brokers were unaware of the role of internal market research and segmentation in developing customer orientation amongst employees. The researcher concludes that there is nothing wrong with informal internal market research; more important is the purpose for which it is used. In this research, there was no internal marketing programme that aimed to develop customer orientation among employees by using marketing tools within the company, despite the relevance of marketing tools to internal marketing (see section 2.6). The researcher believes that the absence of internal marketing research and segmentation were related to the nature of small businesses. Small businesses do not have formal functional departments to ensure that an internal marketing plan is being put in place. So, how do we expect them to be aware of the benefits of internal marketing (developing customer orientation among employees) if they do not implement an internal marketing programme? In this sense, Quester and Kelly (1999) argued that larger firms are more likely to use internal marketing activities than smaller ones in order to ensure that employees are customer-oriented people and consequently improve customer satisfaction. In reality, small insurance brokers were keen to develop customer satisfaction, albeit through the use of informal internal marketing, as the customer was the main reason for the existence of the business. As such, an internal marketing programme that aimed to create customer orientation among employees was absent, even though customer orientation is an antecedent to customer loyalty, word or mouth recommendation, and an increasing customer base, all of which can aid the survival of small insurance brokers (Chemney, 2007). 
6.5. Conclusion

The research findings with regard to the understanding of the term customer orientation and the role of internal marketing activities in developing customer orientation among employees will be summarised below. 

6.5.1. The lack of understanding of the term customer orientation in small insurance brokers

Small insurance brokers were unfamiliar with the term customer orientation. However, different views were provided regarding its meaning; these included communication with customers and providing good service to customers. Also, there was a difference between the managers and employees regarding their understanding of the term. The managers defined customer orientation as looking after customers’ needs or providing good service to customers, while employees defined it as communication with customers. In addition, there was no difference between personal and commercial-lines interviewees, both of whom tended to define it as understanding and meeting customers’ needs.

6.5.2. Internal marketing and customer orientation in small insurance brokers
Some managers were unaware of the link between internal marketing and customer orientation. In addition, the rationale behind the concern for customer satisfaction and having positive attitudes towards customers was to retain customers and increase sales, profits, and therefore business growth. Consequently, small insurance brokers were more sales-oriented than customer-oriented.

To further clarify the extent to which small insurance brokers used internal marketing in order to encourage employees to become customer-oriented people, the findings with regard to each activity of internal marketing and its link with customer orientation will be presented. 

6.5.2. 1. Internal communication and customer orientation
Small insurance brokers lacked an awareness of the role of internal communication in developing customer orientation amongst employees. The main issues communicated to employees were the FSA regulations to ensure that employees understood them and also were kept up-to-date with regard to changes in the insurance market. In addition, the interviewees thought that internal communication led to customer retention, better service quality delivered to customers, and encouraged more teamwork and customer and employee satisfaction. Furthermore, there was no difference between commercial and personal-lines regarding their views on the link between internal communication and the customer orientation. Both thought that internal communication had a positive impact on the customer orientation of employees.  

6.5.2. 2. Employee recruitment and customer orientation 

The managers of small insurance brokers did not focus on recruiting customer-oriented people who were able to behave in a customer-oriented manner. The interviewees believed that recruiting customers would result in employee retention and satisfaction. Also, there were three main issues to be taken into account when recruiting employees within small insurance brokers. These issues included the applicant’s age, experience in selling insurance, and their personality. The main aim of recruiting employees in small insurance brokers was to fill vacancies and get the job done, and not to recruit customer-oriented employees. The criteria for recruiting employees varied according to the type of business. Insurance knowledge was important for commercial-lines applicants and experience in selling to customers was more important for personal-lines interviewees. Moreover, small brokers were more aware than micro ones of the role of the link between employee recruitment and customer orientation. 

6.5.2. 3. Employee training and customer orientation 

Small insurance brokers adopted formal training activities to meet the FSA requirements. In addition, there was a link between employee training and employee empowerment. Moreover, small brokers were more aware than micro brokers that training would encourage employees to treat clients in a customer-oriented manner. Furthermore, there was a small difference between commercial and personal-lines interviewees with regard to their awareness of the impact of employee training on the customer orientation of staff. Most commercial-lines interviewees were aware of the role of staff training in improving the customer orientation of staff. By contrast, personal-lines interviewees suggested that employees were already customer-oriented personnel. 

6.5.2. 4. Employee empowerment and customer orientation

There was a lack of awareness of the role of employee empowerment in developing customer orientation among staff in small insurance brokers. In addition, the interviewees believed that employee empowerment would lead to employee and customer satisfaction and business success. Moreover, there was a small difference between commercial and personal-lines interviewees with regard to their awareness of the impact of employee empowerment on the customer orientation of staff. While commercial-lines interviewees believed that employee empowerment improved employee satisfaction and customer orientation, some personal-lines interviewees believed they were already customer-oriented personnel. 

6.5.2. 5. Internal market research, segmentation and customer orientation

The managers of small insurance brokers did not use formal internal market research and segmentation to satisfy employees’ needs and encourage them to behave in a customer-oriented manner. In addition, the interviewees thought that informal internal market research led to employee and customer satisfaction, and increased employees’ understanding of the range of available products. On the other hand, they believed that internal market segmentation would lead to the creation of team spirit and would increase employees’ capabilities within each segment. Consequently, there was a lack of awareness of the role of internal market research and segmentation in developing customer orientation among staff within small insurance brokers. 

Chapter seven
Discussion of the research findings

7. Discussion of the research findings 

7. 1. Introduction

This thesis explored the understanding and implementation of internal marketing within small insurance brokers in the UK and its role in developing customer orientation among employees. To achieve this aim, it adopted a qualitative research approach which involved conducting a series of semi-structured interviews within twelve small insurance brokers. In this chapter, a summary of the main findings will be presented and discussed further in light of the literature.
7.2. The lack of awareness of the meaning of internal marketing and its aim

There was a difference between the practitioners’ understanding and the theoretical definition of the term internal marketing as identified in the literature. Grönroos (1981), Berry and Parasuraman (1991) and Ahmed and Rafiq (1995) defined internal marketing as using marketing tools such as internal market research and segmentation and some of the human resource management functions such as internal communication, employee recruitment, employee training, and employee empowerment, in order to encourage employees to become customer-oriented. Small insurance brokers defined internal marketing as selling insurance products to employees and customers. These definitions were provided by employees regardless of whether they belonged to commercial or personal-lines; however, they did not correspond with the theoretical definition of the internal marketing concept. The employees tended to guess the definition based on the aims of the business, which may have been communicated to them by the managers. In fact, some managers tended to define the term as communication with employees. The managers have a greater experience in people management so that they were aware of the importance of communication with employees to the success of the business. This was associated with some of the studies on internal marketing such as Papasolomou (2002), Payne and Helman (1992), Varey (1995), Richardson and Robinson (1986) and Cahill (1995). These studies defined internal marketing as internal communication in order to develop customer orientation among employees. In practice, some managers defined internal marketing as communicating with employees in order to increase employees’ knowledge about insurance products and consequently enable them to sell insurance products to customers. Thus, there was a gap between theory and practice with regard to the aim of using internal communication in the organization.

Similarly, there was confusion about the definition of the term ‘employee as customer’ among managers and employees whether they were dealing with personal or commercial insurance, although it is considered the essence of the internal marketing concept in the literature (Berry, 1981). Berry and Parasuraman (1991) stressed that internal marketing is the management philosophy of treating employees as customers. The aim of treating employees as customers is to satisfy employees and improve their attitudes towards customers and consequently achieve greater customer satisfaction (Ahmed and Rafiq, 2000) and customer orientation (Ahmed and Rafiq, 2002). This was not the case in this research. The term was defined as having employees within their company who would become customers of the company in which they worked, or employees who could bring customers to their companies such as friends or family members or employees should help customers to meet their needs. This reflects a difference between the theoretical definition and the practitioners’ understanding. Poor understanding of the terms was evident amongst most employees as managers were also unaware of them. Asif and Sargeant (1998) found that there was a lack of awareness of the term internal marketing among their interviewees. Similarly, Broady-Preston and Steel (2002) found that librarians did not use the term internal marketing and the interviewees’ understanding was focused on the necessity to market their service to local authority members in order to secure resources and improve the library profile. In the same vein, Opoku et al. (2009) found that employees and managers had poor understanding of the term internal marketing in Ghanaian banks. Since Asif and Sargeant (1998), Broady-Preston and Steel (2002) and Opoku et al. (2009) conducted their studies in the large sector while this study was conducted at the small end of the scale, it could be concluded that the size of company has no impact on how internal marketing will be understood within an organization. It is related to whether managers are aware of the term and whether they use it within the organization. Managers should demonstrate an awareness of the term and use it before anyone can expect employees to be aware.

Furthermore, there was a lack of awareness of the aim of internal marketing in developing customer orientation among employees within small insurance brokers. The managers thought that internal marketing was aimed at achieving customer satisfaction and making sales and profits. These in fact reflect the typical aims of small insurance brokers who were facing difficulties in adapting to the challenges in the insurance market, such as regulatory demands and customer demands for better service quality and technology. Consequently, the number of small insurance brokers has been declining (Faulkner and Gray, 2005; Cornell, 2005). Therefore, small insurance brokers aimed to increase sales and grow their businesses in order to survive in the competitive insurance market. Increasing market share was the main source of growth for 70% of the respondents seeking to survive in the competitive insurance market (Galbraith, 2006). On the other hand, some employees had different views and suggested that internal marketing was aimed at employee satisfaction, developing customer relationships and improving communication within the organization to ensure that employees are educated about the range of products available to customers. These are in fact important aims of internal marketing. Employees were aware of the importance of customer relationships because of the internal communication between managers and employees as well as training activities that focused on treating customers fairly in order to meet customers’ needs and maintain successful relationships with them. Grönroos (2007) argued that successful internal marketing programmes would lead to successful relationships with customers. The broker-client relationship can be important for the survival of small insurance brokers (Beloucif et al., 2004; Maas, 2006). Developing customer orientation among employees was not considered an aim of internal marketing, despite the considerable amount of literature that argued in its favour (Grönroos, 1981; George, 1990; Stauss and Schulze, 1990; Christopher et al., 1991; Woodruffe, 1995; Papasolomou, 2006). 

Thus, there is a difference between theory and practice with regard to the understanding of the terms internal marketing and ‘employee as customer’ as well as the aim of internal marketing. The interviewees provided their views based on an ‘educated guess’ rather than on a full understanding of the concepts. However, the lack of understanding of the term does not imply that small brokers did not make use of internal marketing. The way they used internal marketing will be explained next. 

7.3. The informality of internal marketing within small insurance brokers

Despite confusion about the definition and aims of internal marketing amongst small insurance brokers, they did use some internal marketing activities either informally or formally in response to the FSA regulations. The informality of internal marketing was characterized by informal communication, recruitment methods, employee empowerment and internal market research. 

Also, the research found that the formality of internal marketing increased as the size of broker increased. Specifically, micro insurance brokers (those with less than 9 employees) tended to use informal internal marketing activities (namely internal communication and employee recruitment) more than did small insurance brokers (those with less than 100 employees). On the other hand, employee training was formalised in order to comply with the FSA regulations. 

Moreover, the findings indicated that there were linkages amongst the internal marketing elements. Specifically, there was a link between internal communication and employee empowerment, a link between employee recruitment and employee training and a link between employee training and employee empowerment.

Thus, the lack of awareness of the term internal marketing and its aims did not stop them from using some of its activities, either informally or formally, as discussed below.
7.3.1. Internal communication 

The research findings indicated that internal communication was an important activity in small insurance brokers. They used mainly informal ways to communicate with employees such as informal meetings and word of mouth communication. They tended not to use formal methods such as regular meetings, telephone, email, memos or newsletters within their companies. This was consistent with previous research as it is argued that small firms do not have formal communication strategies (Wilkinson, 1999; McMahon, 1996; Gunnigle and Brady, 1984). Also, the informality of internal communication could be related to the informal management style in small firms (Goss, 1991). In this research, managers made use of informal chat and conversation with employees to ensure that they understood what they had to do and were informed of important issues such as the FSA regulations, changes in the market place and new policies adopted. Small firms facilitate open communication within the firm and foster the family environment necessary for creating high levels of trust between employees and managers (Wilkinson, 1999). 

In addition, the research findings indicated that micro insurance brokers were less likely to have regular meetings, memos, telephone, email communications and newsletters than small ones. They tended to rely more on informal meetings and word of mouth communication. This was an unsurprising result because small firms were more likely to adopt informal communication channels than larger firms (Bacon et al., 1996; Cully et al., 1998; Vinten, 1999; Storey, 1994). Also, this was associated with the findings of Quester and Kelly (1999) that larger firms tended to use more formal communication techniques, such as departmental meetings, corporate videos, face-to-face presentations, leaflets and brochures, sponsorship of employees’ teams and clubs and memos. 

In this research, the findings indicate that the formality of internal communication increases as the company grows in size. In this regard, there was evidence in the research on internal marketing that showed that large firms, in particular financial firms, used a formal approach to internal communication. For example, Ballantyne (1996) found that the bank he studied launched an initiative called the ‘customer service improvement programme’, which was aimed at using formal internal communications in order to change employees’ attitudes and to encourage them to become customer-oriented. 
Furthermore, the findings indicate that internal communication was linked to employee empowerment which was also an element of internal marketing in this research. This was because communicating with employees about insurance products, new policies or any changes in the market provided employees with the knowledge that enabled them to communicate successfully with customers. In this sense, it could be concluded that internal communication empowered employees to do their jobs. This was associated with Pfeffer’s (1994) findings that sharing information was a necessary precondition to encouraging the decentralisation of decision-making, broader participation of employees and empowerment in controlling their own work processes. Randolph and Sashkin (2002) argued that open sharing of information is crucial to employee empowerment because without information, employees will have no feeling of responsibility at work. 
7.3.2. Employee recruitment 

Employee recruitment is considered to be an internal marketing element by several researchers (Berry and Parasuraman, 1991; Berry, 1981; Grönroos, 1981; Lewis and Entwistle, 1990; Lewis, 1989; Gorchels, 1995; Ahmed and Rafiq, 2000). Small insurance brokers tended to use more formal recruitment channels such as advertising and employment agencies than micro ones in which employees were mainly recruited by word of mouth recommendations. This is associated with Marlow and Patton (1993) and Carroll et al. (1999) as they described recruitment by small firms as largely informal, usually by word of mouth from family, friends, or trusted employees. In general, a great number of studies have indicated that informal methods of recruitment are associated with smaller firms rather than larger ones (Barber et al., 1999; Carroll et al., 1999; Deshpande and Golhar, 1994; Culley et al., 1998). 

Moreover, the research found that employee recruitment was linked to employee training within small insurance brokers. This was because training new employees on insurance products was important to enable them to carry out their jobs effectively. Successful recruitment strategy is meaningless, unless the organization has in place training policies so as to retain good employees (Broady-Preston and Steel, 2002). 
7.3.3. Employee training 

The relevance of employee training to internal marketing was considered by Grönroos (1981), Lewis (1989), Ahmed and Rafiq (2002) and Papasolomou (2006). The research findings indicated that brokers adopted training courses about: insurance subjects; treating customers fairly; dealing with customer complaints formally according to the procedures provided by the Financial Services Authority (FSA) regulations; and improving relationships with customers. The FSA expects all firms to embed the spirit of fair treatment into their cultures and into all parts of the organization (Ennew and Waite, 2007; Edwards, 2006). Unlike internal communication and employee recruitment, which were used mainly informally within the brokers, an external factor (the FSA regulations) had an impact on the formality of employee training. 
7.3.4. Employee empowerment

Employees were empowered by allowing them a responsibility and control over their work; they were allowed to participate in decision-making and had enough freedom and authority to do their work effectively. The researcher believes that the nature of small businesses in general facilitates informal employee empowerment within small insurance brokers. Small businesses have flexible working environment as the management is direct and working rules can be changed to suit individuals (Bolton, 1971; Rainnie, 1989). Also, Quester and Kelly (1999) suggested that small firms used more informal internal marketing than larger ones. Nevertheless, in some cases employees were not allowed to take decisions without the permission of their managers. In particular, this was evident when employees encountered problems with customers, such as re-funds, and they were unable to sort them out because they lacked the authority to act. It can be concluded that empowerment was informal and ‘situation-specific’ as described by Hughes (2003, p.686). 
7.3.5. Internal market research and segmentation 

Small insurance brokers made use of informal internal market research. They used informal chat or conversation with employees to identify their needs and problems as a part of informal meeting with employees not as a result of implementing internal marketing within the company. This was consistent with Quester and Kelly (1999) as their findings indicated that smaller financial firms were less likely than larger financial firms to use internal market research both to assess employees’ attitudes, wants, and needs and to assess the effectiveness of other activities of internal marketing. By contrast, large firms used formal internal market research according to Berry (1981) who found that large retail banks used different types of internal market research, such as personal surveying, to find out the level of employee satisfaction and to identify policy violations or other organizational breakdowns. 
Small insurance brokers did not segment employees according to their needs (such as training needs) in order to facilitate meeting their requirements. This was due to the lack of awareness of the meaning of internal marketing found in this research as well as the belief that there was no need to segment employees according to their needs due to the small size of the company. This is in line with Quester and Kelly (1999) as they found that most small financial companies did not use internal market segmentation, but rather targeted employees indiscriminately. However, according to the research findings, the only form of segmentation in small insurance brokers was between personal-lines employees and commercial-lines employees. This is a typical way of distinguishing between employees in terms of the nature of the business, and does not indicate that internal marketing programmes are in place. 
Thus, there was no internal marketing programme implemented within small insurance brokers. Rather, internal marketing was rather weak and largely informal. The ways in which small insurance brokers understood the term customer orientation and the role of internal marketing in developing customer orientation among employees will be considered next. 
7.4. Customer orientation within small insurance brokers 

There was a lack of awareness of the term customer orientation within small insurance brokers. Although the groups interviewed tended to understand the term as looking after customers’ needs, there was a small difference. The employees tended to define the term as communication with customers while the managers tended to define it as understanding and meeting customers’ needs or providing customers with good service. This difference between the groups may have been because these definitions were based on an ‘educated guess’ and interpretation of the phrase. 

On the other hand, much of the literature on the definition of customer orientation focused on understanding customers’ needs and making an endeavour to meet their requirements rather than aiming to make an immediate sale or increasing sales (Hennig-Thurau and Thurau, 2003; Williams and Attaway, 1996; Daniel and Darby, 1997; Saxe and Weitz, 1982; Siguaw et al., 1994). Understanding and meeting customers’ needs was important within the brokers so as to keep good relationships with customers and retain them to stay in the market. Customer orientation is crucial in the insurance industry to ensure that customers perceive high quality service (Lado and Olivares, 2001) and develop successful broker-client relationships (Beloucif et al., 2004). This indicates that the brokers applied the concept in practice whether or not they were aware of the term. 

Also, all employees and managers believed that they had positive attitudes towards customers and enjoyed dealing with them. These are actually essential aspects of customer-oriented behaviour (Williams and Attaway, 1996; Bettencourt and Brown, 1997; Brown et al., 2002; Hennig-Thurau and Thurau, 2003; Deshpande et al., 1993; Christopher et al., 1993). However, the rationale behind this was that they were keen on customer satisfaction which would increase sales and profits and consequently, expand their businesses. So, they were more sales-oriented companies than customer-oriented.
7.5. The lack of awareness of the role of internal marketing in developing customer orientation among employees within small insurance brokers

The research found that one of the main outcomes of internal marketing suggested by the interviewees was employee satisfaction. Employee satisfaction is an important outcome of internal marketing (Sasser and Arbeit, 1976; George, 1977). 

In addition, some interviewees believed that internal marketing would lead to improved service quality and customer satisfaction. This was in line with Richardson and Robinson (1986), Tansuhaj et al. (1991) and Czaplewski et al. (2001). Bitner et al. (1990) and Hartline and Ferrell (1996) reported that improved service quality would result in satisfied customers. 

Also, some interviewees thought that internal marketing would lead to customer retention and increased sales and profits. In this regard, it is argued that satisfied customers will result in increased loyalty to the firm (Fornell, 1992). Customer retention leads to increased profits (Reichheld et al., 2000; Reichheld and Sasser, 1990; Heskett et al., 1994; Rust et al., 1995; Zeithaml et al., 1996). 

Thus, insurance brokers were not aware that internal marketing would lead to the development of customer orientation among employees, although they applied internal marketing techniques, but not under that label. The lack of awareness of the term and its aims in addition to the absence of an internal marketing programme contributes to the lack of awareness of its role in developing customer-oriented employees. 

The research findings with regard to the role of internal marketing activities in developing customer orientation among employees are considered as follows:
7.5.1. Internal communication and customer orientation

The research found that there was a small lack of awareness of the role of internal communication in developing customer orientation among employees, although several studies on internal marketing highlighted the relationship between internal communication and customer orientation. For instance, Grönroos (1985) found that internal communication encouraged customer orientation among employees within lift companies. Asif and Sargeant (1998) suggested that the adoption of internal communication within UK banks encouraged employees to behave in a customer-oriented manner. In the same vein, Papasolomou (2002) argued that internal marketing within UK retail banks had failed to achieve its goal of creating customer orientation and commitment to service quality among employees. This was because employee communication activities within the bank had followed a push-sales approach to internal marketing instead of a customer-oriented approach that emphasized the important role of sales to profitability. In this research, the interviewees believed that they were already customer-oriented people and internal marketing programmes were not adopted in order to make the company customer-oriented. It is important that employees are made aware of how they can contribute to the success of their organization in order to motivate employees to be customer-focused in their thinking (Barnes et al., 2004). In this research, the main issues communicated with employees were the FSA regulations and changes in the insurance market. The managers of small insurance brokers focused on compliance with the FSA when they communicated with employees in order to ensure that the FSA rules were understood and adhered to and did not focus on formally communicating with employees the importance of customer orientation.  
7.5.2. Employee recruitment and customer orientation 

The findings showed that there was a lack of awareness of the link between employee recruitment and customer orientation as the interviewees believed that recruitment would lead to employee retention and satisfaction and not to the development of customer orientation among employees. In addition, micro brokers had not done any recruitment so they were not aware of how it could impact on the customer orientation of employees, while small brokers tended to be more aware of it because they recruited employees informally so that they would not leave the company. In fact, a considerable number of studies on internal marketing highlight the importance of employee recruitment. For example, Asif and Sargeant (1998) suggested that the UK banking sector should adopt recruitment policies with a single objective, to match the right people to the right service role. Similarly, Broady-Preston and Steel (2002) found that the managers of public libraries  focused on recruiting customer-oriented employees - that is, employees with high levels of expertise, good customer-care skills and communication skills - in order for the internal marketing programme to be implemented successfully (Broady-Preston and Steel, 2002). In practice, recruitment criteria in small insurance brokers varied according to the type of business. Insurance knowledge was very important when recruiting employees for commercial-lines due to the complexity of commercial insurance products in comparison with personal insurance ones. On the other hand, experience in dealing with customers was essential for personal-lines staff as they tended to deal with individuals and therefore, needed a customer-oriented attitude for answering the phone and helping to meet customers’ needs. According to internal marketing theory, it is important to recruit employees who fit the values of the organization (Gorchels, 1995). Thus, a slight focus on having customer-oriented employees was taken into account when recruiting employees for personal-lines, without knowing that this could have been called customer orientation. 
7.5.3. Employee training and customer orientation

Small insurance brokers adopted formal training activities in order to comply with the FSA regulations which ensure that customers get a fair deal as mentioned in the previous chapter. Also, micro brokers were less aware that staff training encouraged employees to treat customers in a customer-oriented manner. Again, this could be due to the informality of internal marketing and the lack of understanding of the terms revealed in this research. In this study, most interviewees believed that employee training encouraged customer orientation amongst employees. This is consistent with several studies on internal marketing that provided evidence on the impact of staff training on the customer orientation of employees. For example, Richardson and Robinson (1986) found that training employees on customer awareness and service mindedness had resulted in creating customer orientation among employees and improved service quality in the retail banking. In addition, recent studies found that providing employees with knowledge through training schemes and education sessions encouraged them to have positive attitudes towards customers and instilled the idea of customer orientation in employees’ minds as a prerequisite to customer satisfaction (Papasolomou and Kitchen, 2004; Papasolomou and Vrontis, 2006; Papasolomou, 2006). 

Despite this, there was a little difference between personal and commercial-lines workers regarding their awareness of the role of employee training in developing customer orientation among staff. Personal-lines interviewees thought that employees were already customer-oriented personnel as they were recruited based on their experience in customer service so they were not aware that employee training would enhance customer orientation. On the other hand, commercial-lines interviewees were aware of the role of employee training in improving the customer orientation of staff because insurance knowledge was important for recruiting commercial-lines personnel as commercial insurance is more complex and requires  wider insurance knowledge than personal insurance (Cornell, 2009). 
Furthermore, the research found that there was a link between employee training and employee empowerment. Employee training provided staff with knowledge and skills that empowered them to perform tasks successfully. Training employees to treat customers fairly empowered them to provide customers with the right information on insurance subjects. Consequently, they were able to answer customers’ questions and help them make the right purchase decision. Lawler et al. (1992) suggested that developing the knowledge and skills of employees would empower them to do their jobs properly and influence the direction of the business. In this regard, Melhem (2004) argued that employees’ knowledge of their job content would enable them to solve customers’ problems effectively and consequently, save time for the customers and themselves. 
7.5.4. Employee empowerment and customer orientation 

The research found that there was a lack of awareness of the role of employee empowerment in developing customer orientation among staff in small insurance brokers. The interviewees believed that employee empowerment would lead to employee and customer satisfaction as well as business success, not to create customer orientation amongst employees. However, it was widely argued that empowered employees willingly took responsibility for the service encounter; they responded more quickly to customers’ needs, complaints and changes in customer requirements (Barbee and Bott, 1991). Papasolomou (2006) suggested that allowing customer-contact employees the authority to make decisions and take action in problematic situations encouraged them to become more responsive to customers’ needs and subsequently, perform more effectively and in a customer-oriented way. 
Moreover, there was a small difference between personal-lines and commercial-lines interviewees regarding their awareness of the impact of employee empowerment on the customer orientation of staff. While some commercial-lines interviewees believed that employee empowerment improved employee satisfaction and customer orientation, personal-lines interviewees thought that they were already customer-oriented people. This was for the same reason as discussed in the previous section. 
7.5.5. Internal market research and segmentation and customer orientation 

The research findings indicated that there was a lack of awareness of the role of internal market research and segmentation in developing customer orientation amongst employees in small insurance brokers. Several studies have fundamentally stressed using marketing techniques inside the organization in order to turn employees into customer-oriented people (Grönroos, 1981; Richardson and Robinson, 1986; George, 1990; Piercy and Morgan, 1990; Ahmed and Rafiq, 1995). However, in practice, this did not happen. The managers of small insurance brokers thought that internal market research would enhance employee and customer satisfaction and increase employees’ understanding of insurance products, not develop customer orientation among employees. In addition, they thought that internal market segmentation might lead to the creation of team spirit amongst employees and increase their capabilities within each segment rather than develop customer orientation amongst employees. This may be because they were not fully aware of the term and did not use internal marketing segmentation as a part of internal marketing. 
In conclusion, there was a difference between theory and practice with regard to the understanding of the term internal marketing and the awareness of the role of internal marketing in developing customer orientation among employees. These differences varied between micro and small brokers, managers and employees and commercial and personal-lines interviewees. This leads us to consider revising the conceptual framework in light of the research findings. 
7.6. Revising the conceptual framework of internal marketing in the light of the research findings

The conceptual framework discussed in chapter two (section 2.10) defined the components of internal marketing and showed how internal marketing activities could be linked to customer orientation. In this chapter, the conceptual framework will be revised in light of the research findings. The revised conceptual framework will show how internal marketing was used in the context of small insurance brokers (see figure 6). In addition, it will discuss the main factors that appeared to have an impact on the use of internal marketing and its link with customer orientation, such as the size of broker, the FSA regulations, and the type of business. Furthermore, the conceptual framework will consider the linkages amongst internal marketing elements as derived from the research findings. The definition of internal marketing and its components are considered below:

7.6.1. The definition of internal marketing 

This research defined internal marketing as “a set of practices adopted by a company to create customer-oriented employees. These activities include internal communication, employee recruitment, employee training, employee empowerment and internal market research and segmentation” (section 2.7). The research found that there was a lack of understanding of the term internal marketing in small insurance brokers. The term was defined by some interviewees as selling insurance products to customers or employees while some other interviewees defined it as communication with employees. Hence, there was confusion about the meaning of internal marketing within small insurance brokers. 
The components of internal marketing will be discussed in sequence according to their strength of use within small insurance brokers. 

7.6.1.1. Employee training 

The research findings indicated that small insurance brokers used formal training activities in compliance with the FSA regulations; otherwise they would lose their business. Therefore, small insurance brokers used formal training programmes in order to prepare employees to carry out their work. For example, online training systems were provided by the insurance companies to train staff on insurance subjects, treating customers fairly and handling customers’ complaints. Given the importance of employees in service organizations, this was expected to be the case in this research. 

7.6.1.2. Internal communication

Internal communication was used by small insurance brokers, according to the research findings, whether it was applied formally or informally. The interaction, exchange of ideas and sharing of information between managers and employees was achieved by word of mouth due to the limited number of people within the company. In addition, there was a certain level of formal communication within small insurance brokers, such as regular meetings, email, newsletters and memos, as a means of transferring information and communication between managers and employees about job-related issues. 
7.6.1.3. Employee empowerment  

Employees were empowered within small insurance brokers. They had a feeling of responsibility and freedom to perform their tasks. They also had control over their work and were allowed in some cases to take decisions. However, there were certain circumstances where they had to seek the manager’s permission when dealing with customers. 

7.6.1.4. Employee recruitment 

The managers of small insurance brokers used informal recruitment methods, such as word of mouth recommendation, in order to fill the vacant places within the company and take on young people with a positive personality and experience in selling insurance and administrative work. In addition, in some insurance brokers, formal methods such as advertising in the newspapers and employment agencies were used to recruit employees. 

7.6.1.5. Internal market research and segmentation 

The managers within small insurance brokers identified employees’ needs and requirements through informal chat or conversation. Internal market segmentation according to employees’ needs was absent. The only type of segmentation that existed was with respect to employees tasks and insurance product knowledge, namely commercial-lines and personal-lines employees.
Thus, given the small size of most brokers which participated in this research, it was not surprising to find that smaller brokers used informal internal marketing activities, namely internal communication, recruitment, empowerment and internal market research, while internal marketing segmentation was absent. 

Having discussed the elements of internal marketing, the linkages between those elements will be considered next. 
7.6.2. The link between the internal marketing elements 

The conceptual framework identifies three linkages amongst the internal marketing elements. These linkages are considered as follows:

7.6.2.1. Employee recruitment and employee training 

Link (a) in the conceptual framework demonstrates the link between employee recruitment and employee training. This link was established based on the research finding that the managers of small insurance brokers tended to provide their new employees with training in order to improve their knowledge about insurance subjects and enable them to deal with customers. This is because the managers focused on recruiting young people who had work experience and were able to fit into a team in order to fill the vacant places in their companies. Therefore, training employees on insurance subjects was vital for the success of the business. 

7.6.2.2. Employee training and employee empowerment 

Link (b) in the conceptual framework demonstrates the link between employee training and employee empowerment. This link was established based on the research finding that employee training in compliance with the FSA regulations empowered staff to serve customers and carry out their jobs effectively. Training provided them with the knowledge and skills necessary to deal with customers, answer their questions and respond to their needs. Employee training on treating customers fairly provided them with some feeling of responsibility and control over their work. Consequently they were able to provide customers with the right advice about insurance products and help them to make their purchase decisions.

7.6.2.3. Internal communication and employee empowerment  

Link (c) in the conceptual framework shows the link between internal communication and employee empowerment. This link was established based on the research finding that communicating with employees about the FSA regulations, changes in the insurance market or in company policy, new products and marketing plans, empowered staff to carry out tasks successfully. Sharing information with personnel and exchanging ideas with them informally or formally gave them a feeling of empowerment to communicate with customers. Consequently, they would feel more confident about their ability to satisfy customers’ needs. 

It is worth mentioning that the research findings had not indicated any link between any of the internal marketing elements and internal market research and segmentation. 

Figure 6: The revised conceptual framework of internal marketing 
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7.6.3. Customer orientation
This research defined customer orientation as “employees’ willingness to meet customers’ needs by expressing positive attitudes towards customers, putting them first and giving their satisfaction priority over increasing sales” (section 2.8 ). Although there was a lack of understanding of the term customer orientation within small insurance brokers, they applied the concept in practice. For example, the interviewees focused in their definitions on understanding and meeting customers’ needs. Also, employees demonstrated positive attitude towards customers by being friendly. In addition, they enjoyed dealing with customers and customer satisfaction was highly important to them. This was because customer satisfaction was significant to the success of their companies as they aimed to increase sales and grow business in order to survive in the market by satisfying customers’ needs and retaining them. Hence, small insurance brokers were more sales-oriented than customer-oriented companies. 

Having discussed internal marketing and customer orientation within small insurance brokers, the link between them will be considered next. 
7.6.4. The link between internal marketing and customer orientation 

Link 1 in the conceptual framework shows that internal marketing elements are linked to customer orientation. Although, most small insurance brokers suffered from a lack of awareness of the role of internal marketing activities in developing customer orientation among employees, the research findings indicated that a limited number of interviewees believed that internal communication, employee recruitment and employee empowerment would improve customer orientation among employees. Furthermore, the research found that there was a degree of awareness of the role of employee training in developing customer orientation amongst staff. Moreover, small insurance brokers did not plan to use internal marketing in the future because they thought that internal marketing was more important for larger companies which have the financial resources necessary to invest in internal marketing activities. 

The managers of small insurance brokers did not adopt internal marketing programmes in order to create customer-oriented companies, however internal marketing was used to achieve customer satisfaction and to increase sales and profits. It was mentioned earlier that the formality of internal marketing differed with such factors as the size of business and the FSA regulations. Also, the type of business had an impact on the way internal marketing was used within the brokers. Consequently, these factors will be added to the conceptual framework to show the reality of internal marketing in practice.
7.6.5. Factors added to the conceptual framework of internal marketing 

The revised conceptual framework of internal marketing comprises three new factors derived from the findings of this research:

1. The size of broker. 

2. The FSA regulations. 

3. The type of business (commercial insurance versus personal insurance). 

The link between these factors and internal marketing will be considered in this section.

7.6.5.1. Link 2

Link 2 in the conceptual framework represents the link between the size of broker and internal marketing elements, specifically internal communication and employee recruitment. In addition, it shows that the FSA is linked to internal marketing, in particular employee training. These linkages are explained as follows: 
· Internal communication and broker size

Micro brokers used informal methods of internal communication inside the company such as informal meetings and chats. By contrast, small brokers used more formal internal communication methods such as formal meetings, memos, emails and newsletters. This was because micro brokers had a limited number of staff so that the open communication which prevailed in most small businesses was enough to facilitate an exchange of information and verbal communication between managers and employees about job-related issues. In larger companies, the managers would not be able to pass by employees individually and talk to them, as they would have more tasks and responsibilities to deal with. Therefore, there was a necessity to introduce formal ways of communicating with personnel to ensure that messages were being delivered and employees understood what they had to do. 
· Employee recruitment and broker size

Employees in micro brokers were recruited informally through word of mouth communication and recommendation. By contrast, employees in small brokers were recruited formally through advertisements in newspapers and from employment agencies. This was because larger brokers were more able to afford the cost of using agencies or advertisements to recruit people. However, micro brokers did not often recruit as people tended to stay with them for a long time. 

· The FSA regulations

Link 2 in the conceptual framework shows that there is a link between the FSA and employee training. Small insurance brokers adopted formal training in order to comply with the regulations. The FSA regulations may encourage small insurance brokers to adopt internal marketing in the future due to the positive impact of employee training on creating customer orientation among staff.

7.6.5.2. Link 3

Link 3 in the conceptual framework is used to show that the size of broker has an impact on the link between internal marketing elements, namely employee recruitment, employee training and customer orientation. Also, it shows that the FSA has an impact on the link between internal marketing, in particular employee training and customer orientation. These linkages are explained as follows:

· Broker size and the link between employee recruitment and customer orientation

The research findings indicated that the size of broker had an impact on the awareness of the role of employee recruitment in developing customer orientation among employees. The managers of micro brokers were less aware of the role of employee recruitment in encouraging staff to become customer-oriented people than those small brokers with more than ten employees. They thought that employee recruitment held no advantage for them. This was due to the small size of their companies and the fact that they had not previously taken people on. This implied that as the broker grew in size, the awareness of the role of employee recruitment in developing customer orientation amongst employees increased. 
· Broker size and the link between employee training and customer orientation

The research findings indicated that micro brokers were unaware of the impact of employee training on developing customer orientation among employees. By contrast, brokers with more than ten employees believed that employee training had a positive impact on the customer orientation of employees. This is because the term customer orientation was not used by managers when communicating with employees, in addition to the fact that the FSA regulations are a new policy and people in micro firms were possibly not aware of its impact on the business. Consequently, the size of broker had an impact on the awareness of the role of employee training in developing customer orientation among employees. 
· The FSA and the link between employee training and customer orientation

Link 3 in the conceptual framework shows that the FSA has an impact on the link between employee training and customer orientation as derived from the research findings. The FSA says that employees need to be trained on treating customers fairly if they are to work in the financial services sector. In other words, the FSA focuses on the welfare of customers and stresses that customers must get a fair deal. The enforcement of the regulations has resulted in brokers having a level of understanding of the regulations’ impact on customer orientation. 

7.6.5.3. Link 4

Link 4 shows that the insurance type (commercial insurance versus personal insurance) has an impact on the use of internal marketing in small insurance brokers, specifically employee recruitment. 

· The type of business and employee recruitment 

According to the research findings, insurance knowledge was very important when recruiting employees for commercial-lines due to the nature of the business as they had to deal with companies. On the other hand, experience in dealing with customers and the applicants’ personalities were essential for personal-lines as they had to deal with individual customers. Thus, the type of business had an impact on the criteria of recruitment within small insurance brokers.  

7.6.5.4. Link 5

Link 5 shows that the insurance type has an impact on the link between internal marketing and customer orientation. Specifically, the type of business has an impact on the following linkages: 

· The link between employee training and customer orientation

The conceptual framework shows how the type of business affected the interviewees’ awareness of the role of employee training in developing customer orientation among staff. Commercial-lines interviewees were more aware of the role of employee training in improving the customer orientation of staff than personal-lines interviewees. Again, as stated above, commercial insurance is more complex than personal insurance and insurance knowledge is imperative for meeting customers’ needs. Consequently, some commercial-lines interviewees were more aware of the role of the FSA training in encouraging customer orientation among employees. On the other hand, personal-lines interviewees thought that they were already customer-oriented personnel as they were recruited based on their experience in customer service and selling more than on their insurance knowledge. Personal-lines interviewees deal with a simpler range of products than commercial insurance personnel (such as household and motor), therefore they were less aware of the role of employee training in improving the customer orientation of employees. 

· The link between employee empowerment and customer orientation

The conceptual framework shows that the type of business affected the interviewees’ awareness of the role of employee empowerment in developing customer orientation among staff. Most commercial-lines interviewees believed that employee empowerment would lead to customer-orientation and employee satisfaction. Commercial-lines people had more insurance knowledge, as mentioned above, which provided them with a feeling of satisfaction, and consequently they were more aware of the impact of employee empowerment on the customer orientation of employees. On the other hand, personal-lines interviewees were recruited based on their experience in customer service, therefore they thought there were already customer-oriented people and that the empowerment did not make any difference. 
7.7. Conclusion

This chapter provided a summary of the research findings and discussed them in the light of the literature. This allowed an identification of the differences between theory and practice in relation to the understanding of the term internal marketing and its role in developing customer orientation among employees. A revision of the conceptual framework in response to the research findings was explained, in which three essential factors, derived from the research findings, were incorporated; the size of broker, the FSA regulations, and the type of business (commercial insurance versus personal insurance). The new framework also included linkages between internal marketing elements as indicated by the research findings. Thus, the revised conceptual framework shows how internal marketing was used by the twelve sample companies and identifies factors that have an impact on the use of internal marketing within the context of small insurance brokers. 

Chapter eight
Conclusion

8. Conclusion, implications and recommendations for future research 
8.1. Introduction

In this final chapter, a theoretical conclusion and a reflection on the research findings are given. A set of six questions is asked and answered based on the findings, and the research contributions to knowledge are considered. A set of six key contributions are discussed identifying the importance of the research findings to the field of internal marketing. Also, the managerial implications of this research are described emphasizing the practical importance of the study. Finally, the limitations of this investigation and recommendations for further research are identified. 
8.2. Theoretical conclusion 

The theoretical underpinning of this research was based on literature from services marketing, internal marketing, customer orientation, SMEs, customer relationship management (CRM) and human resource management domains in addition to articles about the small insurance broker sector published by practitioners.

The aim of internal marketing to develop customer orientation among employees has been widely advocated in internal marketing literature (Grönroos, 1981; George, 1990; Christopher et al., 1991; Ahmed and Rafiq, 2000; Papasolomou, 2006).  

Internal marketing may involve activities traditionally associated with the human resource management function in order to satisfy employees and encourage them to become customer-oriented people (for example, George and Grönroos, 1989; George, 1990; Berry and Parasuraman, 1991; Kotler, 1991; Joseph, 1996). On the other hand, it may involve the use of marketing tools within the company to develop customer orientation among employees (for example, Grönroos, 1985; Barnes, 1989; Piercy and Morgan, 1990; Ahmed and Rafiq, 1995). Consequently, the researcher developed a definition of internal marketing to be adopted in this research.  It is, 
“a set of practices adopted by a company to create customer-oriented employees. These activities include internal communication, employee recruitment, employee training, employee empowerment and internal market research and segmentation” (section 2.7). 

Customer orientation of employees involves three main ideas including putting the customer first (Deshpande et al., 1993; Christopher et al., 1993), satisfying customers’ needs (Saxe and Weitz, 1982; Hennig-Thurau and Thurau, 2003) and demonstrating positive attitude towards customers (Williams and Attaway, 1996; Bettencourt and Brown, 1997; Brown et al., 2002; Hennig-Thurau and Thurau, 2003). The researcher developed a definition of customer orientation to be adopted in this research. It consists of, 
“employees’ willingness to meet customers’ needs by expressing positive attitudes towards customers, putting them first and giving their satisfaction priority over increasing sales” (section 2.8). 

This conceptual framework of internal marketing was developed based on the literature review conducted in chapter two and drawing on the models of internal marketing developed by Ahmed and Rafiq (2002). This guided the development of a conceptual framework of internal marketing to be explored within the context of small insurance brokers in the UK. 

8.3. Reflections on research questions

This research aimed to explore the understanding of the terms internal marketing and customer orientation, the implementation of internal marketing within small insurance brokers in the UK, and its role in promoting customer orientation among employees. A set of six research questions was developed based on the literature review (section 3.7). In this section the findings on each of the research questions will be considered. 

Research question 1 

Are small insurance brokers familiar with the terms  internal marketing and customer orientation?

· Internal marketing 
This question was developed to examine the interviewees’ views on the meaning of the terms internal marketing and customer orientation. The findings of this research showed that there was confusion over the definition of internal marketing within small insurance brokers as three interpretations were revealed; internal marketing is selling insurance products to customers, internal marketing is selling insurance products to employees, and internal marketing is communication with employees. In addition, there was a slight difference between managers and employees with regard to their understanding of the term. Employees tended to define internal marketing as selling, while managers tended to define it as communication with employees. Also, there was no real difference between commercial and personal-lines interviewees regarding their understanding of the term. Most of them tended to guess the definition, and focused on selling insurance products to employees or customers.  
· Customer orientation 
Different views were provided on the meaning of customer orientation, including communication with customers and providing good service to customers. This implied that there was confusion over the definition of customer orientation within small insurance brokers.  

In addition, there was a slight difference between the managers and employees regarding their understanding of the term. The managers tended to define it as looking after customers’ needs or providing good service to customers, while employees tended to define it as communication with customers. Also, there was no clear difference between personal and commercial-lines interviewees, as they tended to define customer orientation as understanding and meeting customers’ needs.
Research question 2
Do small insurance brokers use internal marketing? 

This question was developed based on the components of internal marketing adopted in this research, which included employee communication, employee recruitment, employee training, employee empowerment and internal market research and segmentation. It was mentioned in the introduction to this thesis that there is no consensus on the components of internal marketing that may encourage employees to become customer-oriented people. However, the choice of the components of internal marketing for the aim of this research was justified as discussed in chapter two.

Three key points were identified from the research findings with regard to the use of internal marketing activities within small insurance brokers.
1. Small insurance brokers used informal internal marketing activities such as informal communication, informal employee recruitment, informal employee empowerment and informal internal market research. In addition, the use of internal marketing, in particular employee recruitment criteria, was affected by the type of business, whether commercial or personal. Given that commercial-lines staff deal with a more complex range of products, insurance knowledge was crucial when recruiting employees, while recruiting employees with customer service experience was more essential for personal-lines. 

2. Employee training was formalised within small insurance brokers. This was because they had to adopt formal training activities in order to comply with the FSA regulations, not because they were using internal marketing in order to develop customer orientation among employees.

3. Small insurance brokers did not segment their staff according to their needs but they were segmented into two groups, namely commercial-lines employees and personal-lines employees. This was a descriptive kind of employee segmentation within the insurance sector due to the nature of the business. 

Research question 3 

Are small insurance brokers aware of the role of internal marketing in developing customer orientation among employees?
This question was developed based on the literature review of internal marketing and, in particular, on the researcher’s views on its aims. It seeks to explore the role of internal marketing activities in developing customer orientation among employees within the context of small insurance brokers. 

The findings of this research indicated that there was a small lack of awareness of the role of internal marketing in creating customer orientation among employees. This applied to all internal marketing components adopted in this study except employee training. Small insurance brokers used formal employee training activities in order to ensure that staff had the competences and qualifications required by the FSA regulations. Also, some small insurance brokers were aware of the role of employee training in developing customer orientation among their staff. Furthermore, there was a slight difference between commercial and personal-lines interviewees with regard to their awareness of the impact of internal marketing activities, namely employee training and employee empowerment, on developing the customer orientation of employees. 

Research question 4
Are small insurance brokers customer-oriented companies? 

This question was developed based on the literature review conducted on the small insurance broker sector in chapter three. The findings of this research indicated that most small insurance brokers were more sales-oriented than customer-oriented companies for four reasons:

1. Small insurance brokers were unaware of the meaning of customer orientation as mentioned in question 1. 
2. As discussed in the previous question, small insurance brokers were unaware of the role of internal marketing in developing customer orientation among employees as most interviewees thought that they were already customer-oriented companies.
3. As highlighted in question one, the interviewees focused in their definition of internal marketing on the idea of selling insurance products whether to customers or to employees and considered increasing sales and profits to be the main aims of internal marketing. 

4. Small insurance brokers described customer-oriented behaviour, such as enjoying dealing with customers, having a positive attitude towards customers and customer satisfaction, as being very important to them. However, they aimed to satisfy customers in order to retain their patronage and to maintain sales and profits and consequently achieve business growth. 

Taking these four reasons into consideration, it can be concluded that small insurance brokers were more sales-oriented than customer-oriented companies. Customer orientation would be the driver towards customer loyalty and survival in the competitive insurance market.

Research question 5
Does the size of broker (micro versus small) impact on the use of internal marketing and its role in developing customer orientation among employees within small insurance brokers in the UK?

This question was developed to identify how the use of internal marketing differed between micro and small insurance brokers. It has however, been mentioned in many places throughout this thesis that smaller brokers tend to use more informal internal marketing activities than do larger ones due to the limited budget of small firms. The findings of this research backed up this argument. In addition, this research found that the size of broker had an impact on the formality level of two elements of internal marketing, namely internal communication and employee recruitment. In this regard, two essential points were derived from the findings:

· Micro insurance brokers tended to use informal internal communication and employee recruitment methods more than small insurance brokers in which a limited level of formal internal communication and employee recruitment methods were revealed. This was due to the limited financial budget of small insurance brokers. This implied that the formality of internal marketing activities (internal communication and employee recruitment) increased as the brokers increased in size. 

· There was a difference between micro and small brokers with regard to their awareness of the role of internal marketing activities, namely employee recruitment and employee training, in developing customer orientation among employees. 
Research question 6
What other factors influence the implementation of internal marketing within small insurance brokers in the UK? 

This question was developed to identify how the context of small insurance brokers affects the implementation of internal marketing. The research found that three factors had an impact on the use of internal marketing within small insurance brokers in the UK: 

1. Broker size: The main factor that had an impact on the use of internal marketing was the size of broker as discussed in question 5. Due to the small size of the companies, small insurance brokers did not have sufficient financial resources to invest in internal marketing activities, particularly employee recruitment. In addition, the size of broker had an impact on the awareness of the role of internal marketing in developing customer orientation among employees as discussed above.  
2. External factor: The FSA regulations had an impact on the formality of employee training within small insurance brokers. The FSA set a deadline of December 20081 for small insurance brokers to comply with their rules. Therefore, they adopted formal training activities to ensure that employees were treating customers fairly as required by the FSA regulations. 

3. Internal factors: The interviewees’ status within the company (manager versus employee) had an impact on their understanding of the terms internal marketing and customer orientation. Also, the type of business (commercial insurance versus personal insurance) had an effect on the criteria of employee recruitment and the awareness of the role of internal marketing in developing customer orientation among employees as discussed in questions 1 and 3. 

Having provided answers to the research questions based on the findings of the study, the contribution to knowledge of this piece of work will be considered next. 

8.4. The research contribution to knowledge

1. Small firms are an important source of income and employment to the UK economy (Bank of England, 2001). Therefore, it is useful to find out how and why they use internal marketing. This research looked at internal marketing in small insurance brokers in the UK. It identified that small insurance brokers were not homogeneous with regard to the formality of their internal marketing activities and the awareness of the role of internal marketing in developing customer orientation of employees. Specifically, micro brokers were less aware of the link between internal marketing activities - namely employee recruitment and employee training - and the customer orientation of employees than were small ones. This research identified that the size of broker had an impact on the level of formality of some internal marketing activities, namely internal communication and employee recruitment, within small insurance brokers. Micro brokers used mainly informal methods of internal communication and employee recruitment. These findings were associated with Quester and Kelly (1999) and their argument that large firms were more likely to adopt formal internal marketing activities than small firms. Nevertheless, the research findings indicated that not only large firms used internal marketing formally. Rather, there was a degree of formal internal marketing activity in small insurance brokers such as internal communication through regular meetings, using advertising and employment agencies to recruit employees and formal training activities in response to the FSA regulations. Thus, the research findings contradicted those of Quester and Kelly (1999). Therefore, it could be concluded that this is a contribution to knowledge as research on internal marketing in small firms has been limited (Barnes and Morris, 2000). Also, research on internal marketing has somewhat underestimated firm size as a factor of internal marketing (Barnes and Morris, 2000).  

2. An important contribution from this research is that the internal factor ‘position held by the interviewee’ had an impact on the understanding of the term internal marketing. Specifically, there was a slight difference between managers and employees with regard to their understanding of the term internal marketing and its aim. While the managers tended to define internal marketing as communication with employees, the employees tended to define it as selling insurance products to either employees or customers. Also, the managers believed that internal marketing was aimed at increasing sales and profits to grow the business, while employees thought that the aim was to improve employee satisfaction, and to develop customer relationships and communication inside the company to create awareness among staff about the available products.
3. Similarly, the position held by the interviewee had an impact on their understanding of the term customer orientation. This is because there was a small difference between managers and employees with regard to their understanding of the term customer orientation. The managers tended to define customer orientation as looking after customers’ needs or providing good service to customers, while employees tended to define it as communication with customers.
4. An important contribution from this research is that the internal factor ‘type of business’ had an impact on the awareness of the role of internal marketing in creating customer orientation among employees. Specifically, there was a slight difference between commercial and personal-lines interviewees in relation to their awareness of the role of employee training and empowerment in developing customer orientation among staff. Commercial-lines employees were recruited based on their insurance knowledge; therefore they were more aware that employee training and empowerment would enhance their customer orientation. On the other hand, personal-lines interviewees were recruited based on their customer service experience, therefore they believed that they were customer-oriented personnel and training or empowerment would make no difference. Thus, the identification of the impact of these internal factors on the understanding and use of internal marketing is a contribution of this research as it has not been previously identified by research into internal marketing. 
5. The identification of the impact of external factors, namely the FSA regulations, on the formality of employee training within small insurance brokers forms a contribution to knowledge. Small insurance brokers had to: provide their employees with training courses on insurance subjects to increase their knowledge of insurance products; and to train employees on treating customers fairly and handling customer complaints to ensure that they were getting a fair deal. Also, the external factor (FSA regulations) had some impact on the brokers’ awareness of the impact of employee training on the customer orientation of employees within small insurance brokers. 
6. The revised conceptual framework of internal marketing is considered to be a contribution from this research. This is because it showed how internal marketing was used within small insurance brokers and identified factors that had an impact on internal marketing and its link with customer orientation. In addition, the revised conceptual framework is more comprehensive than internal marketing models developed by Ahmed and Rafiq (2002). Although their models aimed to show how internal marketing can be used in practice, they had not identified factors that may have an impact on internal marketing implementation. While these models are general and not designed to be used within a specific sector, the revised conceptual framework of internal marketing developed in this research is specific to the small insurance broker sector and reflects the reality of internal marketing implementation in practice. 

The research findings may have some important implications for the managers of small insurance brokers in the UK. The issue of managerial implications will be discussed next. 
8.5. Managerial implications

Small insurance brokers are encountering challenges in terms of increasing demand for high levels of customer service,  increased competition from large brokers and the need to adhere to new requirements imposed on them by the Financial Services Authority (Blackham and Blackham, 2000; Cornell, 2000; Tonkin, 2000; Cliff, 2005). Consequently, small brokers are struggling to survive in the market and their numbers are declining (Faulkner and Gray, 2005; Cornell, 2005). Therefore, the adoption of internal marketing by small insurance brokers may result in customer-oriented employees who are able to deliver better service quality to customers and consequently survival in the competitive insurance market. Therefore, a set of managerial implications can be identified: 
1. It can be beneficial for the managers of small insurance brokers to recognise the importance of internal marketing adoption, in particular its role in developing customer orientation among employees, if they have to improve the level of service quality delivered to customers. In fact, the managers of small insurance brokers focused more on increasing sales and profits, ignoring the significance of having customer-oriented employees. Therefore, the managers of small insurance brokers should give more attention to internal marketing activities (internal communication, employee recruitment, employee training, employee empowerment and internal market research and segmentation) and use them in a way that encourages staff to become customer-oriented people. 

2. Employee training was the most important element of internal marketing as identified in this research. Therefore, compliance with the FSA regulations can be beneficial as it allows the managers of small insurance brokers to provide their people with training about insurance products and treating customers fairly. Consequently, employees may be encouraged to behave in a customer-oriented manner. In addition, it may be useful for the managers of small insurance brokers to seek support from professional bodies in the insurance industry, such as the British Institute of Brokers’ Association (BIBA), Chartered Insurance Institute (CII) and Chartered Institute of Marketing (CIM), in order to raise awareness about the issues of internal marketing and customer orientation. This can be done by providing training courses on a regular basis, which may help small insurance brokers to use internal marketing more widely and become more customer-oriented companies.
8.6. Research limitations

There is no perfect research; therefore it is possible to identify a set of limitations for this study:
1. The main limitation relates to the data collection. It was difficult to obtain small insurance brokers’ consent to participate in the research. This was because the brokers which took part were small firms and did not have time to spend in interviews. Despite that, the researcher was able to conduct a series of twenty five interviews within twelve small insurance brokers and the research was carried out successfully. It is recommended that researchers incentivize small insurance brokers by offering vouchers to encourage them to take part in future studies. In addition, it might be useful for researchers to work with brokers’ agencies in order to promote their research and encourage small insurance brokers to participate.

2. The interpretive nature of the qualitative research did not allow generalization of the research findings. This means that further research is needed. 
8.7. Recommendations for future research
In conducting this research, a number of areas have been identified for further research. These areas are:

· Exploring the understanding and use of internal marketing in different small financial sectors such as insurance companies, independent financial advisors (IFAs) and investment companies. For example, there are differences between the role of an insurance broker and the role of an independent financial advisor. The main business of an independent financial advisor is life insurance and investment, while the main business of an insurance broker is general insurance (Robson, 2009). Also, an independent financial advisor tends to be smaller in size (it has fewer employees) than an insurance broker (Robson, 2009). Therefore, further research could be worthwhile, to explore the way internal marketing is used, to identify the factors that have an impact on its use, and to draw comparisons with the findings of this study. This would provide an opportunity to develop a conceptual framework of internal marketing that represents the small financial services sector, not just the small insurance brokers that participated in this research. In this way, more generalisations for the research findings could be gained.  
· The research findings cannot be generalised into other sectors apart from those which participated in the research. Internal marketing literature evolved from the services marketing literature and the focus was on service firms (Quester and Kelly, 1999). However, it has been argued that internal marketing may also be used by other companies, in particular manufacturing firms (Cahill, 1995; Foreman and Money, 1995). Comparisons of the small insurance brokers sector with internal marketing in other small sectors may be worthwhile. This would enable the researcher to identify whether the findings are general across different industries. 

· Another area of future research would be a comparative study to explore internal marketing across small, medium and large insurance brokers. This would allow researchers to explore further the impact of size on the formality of internal marketing and the awareness of its role in developing customer orientation among employees. It is reasonable to hypothesize that different-sized firms may show important variations in the complexity of internal operations, which in turn may have an impact on the customer’s perception of service quality (Barnes and Morris, 2000). In addition, it might be worthwhile investigating further the impact of organizational characteristics, such as people’s status and the type of business, on the way internal marketing is used across brokers of different sizes. This may increase the feasibility of generalising the research findings and assuring that the conceptual framework can be generalised into the insurance brokers’ sector in general. 

· This research aimed to explore the reality of internal marketing in small insurance brokers, not to test a set of hypotheses. Therefore, further research to test the revised conceptual framework of internal marketing may be worthwhile. It would, for example, provide empirical evidence on the linkages amongst internal marketing elements and customer orientation, the linkages among internal marketing elements identified in this research and the link between size and internal marketing. Future research would allow more validation of the research findings and refine the conceptual framework further.

· The research was confined to small insurance brokers in the UK. More research on internal marketing in small insurance brokers could be conducted internationally in Europe to identify differences and similarities to the research findings. This would allow an identification of the factors that impact on the adoption of internal marketing, such as culture and law, in order to gain more generalised findings and validation for the conceptual framework. It would enable researchers to develop a new conceptual framework of internal marketing in small insurance brokers. 

· Internal marketing elements in this research were confined to internal communication, employee recruitment, employee training, employee empowerment and internal market research and segmentation. However, internal marketing may include other elements such as employee reward, as suggested by Foreman and Money (1995). Therefore, an area for future research would be the exploration of internal marketing in small insurance brokers taking into account the employee reward element. This would provide a wider picture of the reality of internal marketing in small insurance brokers. 

8.8. Conclusion 

This chapter provided answers to research questions as posed by the research findings. In addition, the research contribution to knowledge was considered. Also, the managerial implications and research limitations were highlighted. Finally, recommendations for further research were identified. 
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10. Appendices 
1. The lists of questions for the interviews conducted at small insurance brokers
1.1 Manager interview
1. As an introduction, would you briefly describe your company?
· Number of employees

· Customer numbers and type

· Main activities

2. There are references to internal marketing in the literature. Are you familiar with this term? What does it mean to you?

3. Have you heard of the term ‘employee as customer’? What does it mean to you?

4. Internal marketing can include communication, recruitment, training, empowerment, internal market research and internal market segmentation. I would like to ask a few questions on each one.

4.1. Employee communication refers to sharing information with employees. 

How would you describe employee communication within your company?
· Regular meetings
· Suggestion schemes
· Regular newsletters and newspapers

· Videos
· Emails
· Telecommunication

4.2.  In what situation would you use employee communication within the company?
· Understanding the mission statement of the organization
· Increasing the level of information and communication within the organization
· Educating employees about the importance of customers

· Financial performance of the company

4.3. What kind of employees is your communication activity aimed at?

· Customer-contact employees

· Human resource employees

· Marketing staff

· All employees

4.4. What have you found to be the benefits of internal communication? 

· Customer orientation

· Employee motivation

· Employee satisfaction

· Improved service quality

4.5. How do you recruit employees?

· Advertisement

· Recommendation

· Employment agencies

4.6. What are the main issues you take into consideration when you recruit employees? 

· Recommendation 

· References

· Qualifications

· Skills

· Age

· Experience

4.7. What kind of people is your recruitment procedure aimed at?  

· Family members

· Specific gender

4.8. What are the main advantages of employee recruitment within your company?

4.9. Have you experienced any problems in employee recruitment within your company?

4.10. What kind of training activities do you offer to your employees?

· Customer service
· Improving communication
· Operation of new equipment
· Reliability and working to deadlines
· Listening to customers
· Computing skills 

4.11. What kind of people are targeted by your training activities? 

· Customer-contact employees

· Marketing staff

· Human resources staff

· All employees

4.12. What are the main advantages of training within your company?

· Customer orientation of employees

· Employee motivation and commitment

· Improved service quality

· Customer satisfaction

4.13. Have you experienced any problems in training employees within your company?

· Limited financial resources

4.14. Employee empowerment means allowing employees discretion over their tasks, giving them authority to solve problems and to participate in decision making, and giving them control over their work. To what extent do you think your employees are empowered?

4.15. What are the main advantages of employee empowerment?

· Turning employees into customer-focused people 

· Employee motivation

· Improved service quality

4.16. Do you conduct any kind of research on your own employees to find out their needs?

· What kind of employees does this research cover?

· What are the benefits of this kind of research?

· What are the main problems of conducting this kind of research?

4.17. Do you segment employees into different groups according to their needs?

· What kind of employees does employee segmentation cover?

· How does employee segmentation help to satisfy their needs?

· What are the main problems of segmenting employees within your company?

5. Are there any other current activities in your company that you would class as internal marketing activities? If yes, can you explain?

6. Can you briefly outline the benefits of internal marketing? 

7. In the marketing literature, customer orientation of employees refers to the employees’ willingness to meet customers’ needs. Would you agree? What does it mean to you?

· Do you think your employees have a positive attitude towards customers? Why?

· What are the main benefits of having customer-oriented employees within the company?
8. In what way do you think internal marketing activities encourage employees to have a positive attitude towards customers?

9. Do you think there is a direct link between internal marketing and customer orientation? Why?  

10. How will you use internal marketing in the future?

11. What changes would you like to see in the future in any of the issues we have discussed today?

12. Is there anything else you would like to add about internal marketing that you have not had an opportunity to say?

1.2. Employee interview
1. Could you describe your role in this company?

2. Have you heard the term internal marketing? If yes, what does it mean to you?

3. What is internal marketing aimed at from your point of view?

4. How do you learn about things in your company?

· Do you receive enough information on how to perform in your job? If yes, how?

· Do you have any sort of regular meeting with managers or other employees?

· Is there any kind of newsletter distributed within your company?

· What are the benefits of communication to you as an employee?

5. How were you recruited to work in this company?

· How did you hear about this job?

6. What kind of training have you done over the last year?

· Did you find the training to be useful? Why?
7. How much freedom do you enjoy in performing your tasks?

· Do you feel you have enough responsibility in your work?

· Do you think you are allowed to make decisions to perform your tasks?

8. The issues that we have discussed so far are referred to as internal marketing activities. What are the main advantages and disadvantages of internal marketing from your point of view?

9. Have you heard the term customer-orientation? What does it mean to you?

· What are the benefits of the customer orientation of employees?

· How important is customer satisfaction to you?

· Do you enjoy dealing with customers? Why?

· What is your attitude towards customers? Why?

10. In what way do you think internal marketing activities encourage employees to have positive attitudes towards customers?

11. Is there anything else you would like to add about internal marketing that you have not had an opportunity to say?

2. The letter sent to the managers of small insurance brokers

Dear Manager

 

I am doing a PhD in the Business School at Bournemouth University, looking at marketing within the insurance sector and focusing on small brokers. I am seeking a number of companies to take part in case studies and would be interested in involving your company. The study would aim to explore the nature of internal marketing implementation within small brokers and the role of internal marketing in turning employees into customer-oriented employees. Each case would entail face- to-face interviews which would be treated as strictly confidential. I am therefore writing to you to enquire whether you would be able to see me for about 45 minutes to discuss your internal marketing activities. The interview would include questions on:
1. Internal marketing issues: what does internal marketing mean to you and what are the problems and benefits you have experienced?

2. Customer focus: how do you define customer-focused employees, the benefits of having customer-focused employees, your views regarding employees’ attitudes towards customers within your company and how you may encourage them to be customer-focused employees?

3. Internal marketing practices: what activities are undertaken within the company? For example, internal communication, employee recruitment, employee training, employee empowerment and internal market research. 

In addition, you may be interested in learning about the importance of internal marketing in small brokers within your area. Therefore, a copy of the research findings will be made available to you. I will contact you by telephone in a few days to see if it would be possible to arrange a meeting.

 
Yours sincerely
Miss Nada Ali

PhD student

Tel: 01202-967416

E-mail:nali@bournemouth.ac.uk

3. Transcription of the interviews conducted within Bournemouth Insurance Group Company 

1. The interview with the manager Mr Malcolm Hicks 

We are a small commercial business, we employ 18 people, and we have a client base of approximately 5000 customers and turnover of 6 millions. Marketing means sales. 

1.1. The definition and aim of internal marketing
I am not familiar with the internal marketing term. I haven’t got a clue. We have lots of meetings during working hours  where problems can be resolved, we  have a weekly meeting with staff, if there are problems we can resolve them and overcome them; most problems are dealt by the line manager at the time. For example, if someone wants to go to the dentist, they just book it up with the line manager. It does not need my involvement, the same with their work they know how to do it and they do it. As you describe internal marketing I can define it as good employee relationships as far as I understood. This is how it comes over to me.
1.2. Employee communication
I would describe it as good for example, we are moving from this premise in the next two or three months to new premises in Winton. We kept the employees informed at all stages where or what we are doing and how we are going to do it.  We intend to take them over there individually or in a group so they could see the new premises. This applies to all aspects of the work; if there are problems or if there are changes or things are happening we would inform them. Informing employees can be done by email, it is a simple thing, by word of mouth where I would go and personally and just say to people look by the way this is going to happen. If it is a heavier subject such as the computer system, we will have a work meeting. If it is heavier than that, I would individually talk to them and say look this is going to happen. No newsletter distributed to employees inside the company.  

In what situation do you use communication? We do not set targets; we do not have people that work and have to work and have to do certain things. The environment that we try to work in is an environment of laissez faire, they know what they have to do there is a volume of work, which they have to undertake, they get on with there is no interference in day to day work, how to do it and when to do it is down to them. 

1.2.1. Communication and customer orientation
This comes in training (customer relationship). My only edict is to say to them every time we lose a customer it is difficult to replace, they know that customers are paramount and they are important to us and without them we do not have business. They are aware of customers. Each employee has a set number of clients they look after, they know about their children, schooling, they become like business friends, that’s how we work, we do not keep a distance, and we are a friendly and easy going type of business. We are not like other call centres which have every time different customers. We have the same employees. Communication activity is aimed at all employees, everybody is involved in everything. We have commercial lines section which look after the smaller customers and personal-lines they look after the corporate people, but the same principles apply as far as the business is concerned. They are friends, we get to know about them, look after their needs, we do not sell heavily. 

1.2.2. The benefits of communication
The benefits of communication are mainly that we do not loose customers, and our retention rate is very high compared with most other brokers and otherwise if you go to a call centre, you do not speak to the same person, it is based on one thing only, price, if it is cheap,  people will take it up. We do not sell on price alone, we sell on the price, service and blow up the boundary between employees and customers. We usually look for conscientious people, we do not look for sale oriented people but we look for service oriented employees. We employ employees who fit our needs. We do not lose employees.  
1.3. Employee recruitment
Word of mouth and recommendation are the main sources of recruitment, we do not go to agencies and we do not advertise. We tend to look for more mature people (age) because they tend to stay longer and they work for the long term. Male and female is immaterial to us. Experience is not necessary because we can train them but it helps. We look for people who want to work in a relaxed environment and want to stay because once we commit ourselves to train them we want them to stay we do not need them to move and somebody else have the benefit of the training .We recruit people of integrity, people who want to do a good job, prepared to work and get the reward for it. I have no prejudice or barrier to anybody to work here if they fit our criteria, but we do not need teenagers because they want to be the manager director, they need to move on quickly. 

1.3.1. Recruitment and customer orientation
Recruitment has an impact on the customer orientation of employees; if you are happy at work it will go over to customers and they will reflect it backwards, if you are not happy with your work environment it shows to the customers because you can not contain it if you are not happy in your work, it will come back in the line of conversation or in banking for instance. They are happy therefore that goes to clients and they come back to us, people like to deal with us. The main problem of recruitment is the market price; we consider that all people have a value in our pay structure. So pay and salary could be a factor or a problem, if a young man or young lady comes and say I need twenty thousands that it is more than the top person earns, we could not afford them. This depends on the market. We think we pay them well.

1.3.2. The benefit of recruitment
This policy is beneficial because they stay. I mean we have not lost any employee for six years once we invest in them they stay, this is important. It is nice to have the workforce stay. It is retention again on the basis of a happy environment, reasonably good money and a relaxed atmosphere to work in. 

1.4. Employee training
This is done under the FSA. We have a programme of training via insurance company AXA. They have supplied to many brokers a training scheme called Campus.  Campus allows the employees to be trained on various subjects such as insurance subjects and good relations to clients. In actual fact, it covers all the needs of employees. They are allowed to train between quarter to nine until half past nine everyday. Once a week they take a test. We had a problem over the last six months but we are doing it again now. It is on the premises on the computer and during working hours. It is a peaceful time (8.45-9.30) everyday, no customers, we do not allow telephone calls to interfere and we do not open the office until they do their exams by the computer system. It is very good training. This training system is covered by everybody, even the manager, along with employees that’s what the FSA says. It covers everybody, including me. I have to be trained along with them. We are in the same boat. We all do it. I need to prove to the world that I am competent. 
The benefits of training are:  when they are taking the exam and studying, it will focus their attention on certain subjects like money and allows them and the others to have social intercourse, talk about the subject, overcome the problem, take the test and eventually come up with the results, then they go to another subject such as house insurance, travel insurance. All these will be discussed between themselves then the test will be taken. The benefits of training: It is very good, it is challenging, and it is bonding. First of all, the knowledge: If you know your subject the customers are going to benefit. If employees know what they are talking about, customers will be assured that this is the case. 

1.4.1. Training and customer orientation
Knowledge and education among the staff is very important, employees are trained to be customer aware, and there is a section in there to train employees on customers’ relationships. We are aware of customers’ needs and customers come here to make sure that we are not telling lies. We are very sincere with customers. The main problem of training is that the system is always changing a couple of times. We had a lull in it, training went back on the back burner, now we are starting again, we have a training officer to assess everybody’s needs, to make sure everybody is taking the correct courses, subjects, then they become more confident than they were before. 

1.5. Employee empowerment
With regard to decision making, if we need to take decisions, five employees on the board will take the decision. There is no decision taking from the employees. For example, we are moving to Winton as agreed by the board, there is no decision by employees if we need to buy another business. The board will decide no employees will make a decision about that. If it comes down to day to day running of the business, employees have as much input as me. If they decide where to sit, how they do something, we would have a meeting with me, they will put their points. If they think that it is better to do things in any other way, they are allowed to do so because it is their work environment to control. 
The FSA is responsible for the customer complaints not employees. The FSA says if a customer complains we have to lock it in under the FSA ruling. They might complain about employees, a message on our telephone system about rudeness of the employee on a service they claim. It has to be locked in.  Then there is a set procedure to follow. For example, employee will discuss with the compliant officer then an action will be set up. For example, if a customer complains about the message on our telephone system, a letter will be sent to say sorry we can not do anything about it that is what the FSA will do. Employees have the power to do it but under the FSA regulations. On a day to day basis, employees have full autonomy to do exactly as they like. There is no detecting from me. 
1.5.1. The benefit of employee empowerment
 If an employee has the freedom to do within the framework what he has to do he must be a happy employee. Everybody knows the way to do it as they are mature and they have freedom to do their work, to talk to about client needs, employees have this freedom. This in turn, will make them customer aware because if they are happy it comes over to the customer. 
1.6. Internal market research and segmentation
No. Basically, we do get feedback from our customers and clients.  For example, I am pleased with you, the employees are very nice. We had a telephone call the other day from a man with an insurance problem who got sick on the boat and had been flown home. He phoned up to say he was very pleased with us and with the insurance company. People say about our employees that they are nice girls, they do a great job. We do get recommendations. 
We have two segments of employees. Personnel lines employees and commercial lines employees. For example, newspapers are produced for commercial line employees not to the personnel lines’ employees, they are separate with regard to the way we approach client.  We go to our customers to see our clients and know their needs, but personnel lines’ customers come here. This segmentation, the basic thing must be that customers are happy with the service quality and the information we give, so we segment them. We focus on commercial lines’ where the money comes from. 

1.7. The benefits of internal marketing
The way we run the business is to make employees responsible for the clients, make them happy with the environment, to make themselves responsible to themselves as to how and what they do, that in turn allows customers to be looked after in a professional way and know that the people they are dealing with are trained and they have been in the market for long time, they know the policy in details, the professionalism that goes to the clients in turn makes customers happy. Internal marketing is the only way we survive; we would not survive without it.
1.8. The definition of customer orientation
Unfortunately, customers’ needs are based on insurance price, it is difficult in a market driven by premiums and advertising, where you can save 200 pounds on your motor insurance and 50 pounds on whatever to sell a quality product.  Nevertheless, having said that we have a good employee base and client base here, which allows us to get the message over to the personal-lines that price, is not everything. There is a sacrifice to make if you want cheap insurance it is service and claims. So yes I agree with the definition of customer orientation. I think employees’ attitude towards customers is a positive one well because they are all aware that if there are no customers, we have no jobs. They are responsible people, they do their utmost to retain business and obtain business. 
I think employees enjoy customer service, in general because most the customers we have are nice and family oriented people but they need insurance and have insurance requirements and wants. There are always exceptions, there are people that are not paying the premiums, there are people who treat insurances just as a fun to make a claim on but 99% of our employees enjoy customers’ service. The main benefit of customer orientation is customer retention; it is about 95 percent where other brokers’ lose customers, where other brokers do advertise but their customers’ turnover is high. We do not lose customers. In addition, employee retention is 100 percent. We are not led by sales; the most important thing in running a business is profits. Every year we make profits, good profit. Be happy with the little profits. 
1.9. Internal marketing and customer orientation 

If you have the right employees, if you have the right environment, if they have the right knowledge with all these things you do not need a marketing strategy, or whatever the word is. They are aware that they have a job to do, they are aware that they have to obtain the clients, they are all experienced people. They are aware, it is correct they are very much customer focused employees. It is all to do up here in their mind; they are here to please customers. Yes internal marketing encourages service mentality among employees. 

1.10. Internal marketing in the future
In the future, no one, no business should turn and sit down and say we are perfect; how to improve on that is very difficult to do, how to get the ear of customers by the employees is difficult, this is called sales. I am not convinced that sales whether through Yellow pages or flyers or whatever method you use to approach the clients is normally successful. We looked at many ideas; none of them have been relatively successful. Putting leaflets out does not work.  It is a long term way to make a business successful. We are certainly growing steadily over the year from nothing to 6000 million a year. 
Internal marketing leads to business growth. I am content with that; my other sons are content with that, my colleague with that. Perhaps we need more work meetings to talk about customers’ relations, customers’ satisfaction and customers’ needs. My own premiums are if you get the right staff if they work in the right environment, if they are happy and want to come to work and enjoy work it will go through the whole system, what you do not need is somebody who is not happy in this work . I think we are doing well, if I am the marker of the company I would give 8 of ten.
2. The interview with Mr Roger
I am a personnel line advisor. I have been working here for ten years. Prior to this I worked with a very large British insurance company. 
2.1. The definition and aim of internal marketing
I have heard of this term. Internal marketing means to obtain further business to the company increase the income of the company and increase the customer base. Internal marketing aims to look at the clients we have got to obtain extra business from them and maintain a good relationship with them and increase the customer base. Internal marketing has something to do with employees; a happy employee is also going to hopefully obtain extra business. 
2.2. Employee communication
It is a small family business firm, they tend to speak to each other and pass on a little bit of information where you can learn many things. If working in insurance from time to time the managing director has a meeting with us to discuss the development of the business to ensure everybody is happy to the benefit of the company to continue. 
No formal news letters, information is formally passed throughout the company. The director will pass out circulars to read, which we can all read and then information will be obtained by employees. We get a bit of information passed around by email and we get some notes from it. Communications lead to sharing information we have obtained and make sure that we all talk together and by that we can all learn from each other. This will lead to employees’ motivation and satisfaction because we all feel that we are part of a team. The more knowledgeable the staff the more benefit the customer will obtain because they deal with somebody who knows the subject and this will ensure that our clients’ insurance needs are covered. Yes it will lead to getting employees customer focused.

2.3. Employee recruitment
Having left my previous employer with early retirement and a redundancy package. I was known to quite a few brokers in the town, I was approached by what was called Bournemouth Insurance Brokers who asked me to help them four days a week and I was happy to do so.

2.4. Employee training
We have used AXA campus, which is an insurance company. They set up their own training system, which brokers use. It is accessible through the internet and you can select a certain subject from this site. Each part of the training programme is sent on a daily basis and you can work at it at your own speed. As you complete a particular part of the AXA programme. There is a test at the end of it. It is a tick box test, it is marked, depends on whether you pass or not, you get a certain number of points, which goes towards establishing a formal confirmation that you have successfully trained on that programme. That is the requirement of FSA these days. All employees whether they are employed by insurance companies or by brokers have to establish that formal training programme is in place. This is what we have been working on in the last 12 months.  
The training programme covers technical things such as insurance subjects, motor insurance, and home insurance and claims within the home and motor insurance. It covers at least hundred subjects. It is generally, technically based and does not focus on customers’ service. It is useful no harm in employee training because legislation is changing and clients needs change over the year as does the requirements required by law so we have to keep up to date with the latest developments.  Training has a positive impact on employees (motivation, customer awareness). The more knowledge you obtain the better you are able to help customers, which obviously impacts on customer satisfaction and on employees’ satisfaction. If you feel confident in your subject you are going to feel happy at work.

2.5. Employee Empowerment
We are able to work, we have a considerable amount of freedom, and it is a very relaxed office. Yes, certainly we have responsibility in doing my job. For example, I dealt with a couple of clients, I am able to deal with them, and if there is a problem I can discuss it with another employee or with the director of the company. Yes, I am allowed to make decisions to perform a task. I think with the knowledge I have obtained over the year I am pretty confident in making decisions. No I do not think it will affect customer orientation. We are customer -oriented companies. 
2.6. The benefits of internal marketing
Internal marketing is an incentive to keep interest in work. The more knowledgeable the employee the more confident he will deal with customers, the customers will be more confident in dealing with us, bring their insurance problems to the broker, employees will be able to advise and provide the type of policies that the client needs. These will impact on keeping the customer happy and providing the services he requires. 
The benefit of internal marketing to customers is to make sure that they are confident in dealing with us to ensure that all their insurance needs are covered, there is nothing missed, which may be a very financially disadvantage to  them if they find that part of their insurance needs is missed, which would be very expensive. It will help provide the promises that the customer needs, keep them happy and provide the service they require. 
The benefit of internal marketing to the company is  to expand the business, more business should be able to sell and increase its size, most importantly, by recommendation, you will find that if customers are happy with us, they will recommend us to their friend then come to us saying, we have heard good things about you.  We will be able to expand the customer base, that’s what you have got to do because you will find that there will be a certain number of customers that we will lose, they are drawn away at call centres tempted by lower premiums and customers move out of the area so we lose contact. We have got to ensure that the customers we lose are covered by new customers that we obtain to the company. Internal marketing absolutely impacts on the success of the broker.

2.7. The definition of customer orientation
No I have not heard this term. I define it as employees are aware of customers’ needs. The benefits of having customer-oriented employees are to increase the amount of business that the broker has, to ensure the clients have their needs covered, to ensure that there is a good relationship between the customer and broker that we retain this customer. It is very competitive business; we need to make sure that our customers are happy and stay with us. 
Customer orientation of employees is to make customers happy and pleased. Satisfied customers stay as customers of this broker. If you are familiar with personal and commercial-lines personal-lines are very competitive these days and if you need to attract customers, you have got to make sure that you have got good service, we still remain as competitive as we can be and ensure that the clients, when they deal with the broker, they deal with faith (local broker) not dealing with a call centre when they deal with somebody who does not get to know them and because of that you do not lose personal contact. Small brokers can provide customer contact. 
I enjoy dealing with customers because we can connect with them, they know you and you know your clients. We are a small business, which is useful in the fact that the clients know us. It is a good working environment where you get to know customers. The attitude to customers: They are the bread and butter of the company because the money they provide keeps customers happy; the income they provide gives us a job that works both ways. 

2.8. Internal marketing in the future
We have got to make sure that we are customer orientated.  We know who the customer is, we provide for their needs. This has got to be an ongoing theme. I would like to add, I think that we have got to make sure that we chat to the customers, not to lose any marketing opportunity. 

3. The Interview with Mr Bell Stephens 
My role is to look after the existing insurance commercial lines and handle any business resulting from that. I have been with them around 17 years. 
3.1. The definition and aim of internal marketing
Yes I have heard of the term internal marketing. Internal marketing is fundamentally talking about how to look after and increase the existing business by marketing with existing customers and helping them as much as you can.  There is a lot of satisfaction here. We are helping clients and producing businesses for the company. I do not think there are employees’ needs in this company, there is excitement in obtaining business and marketing will lead to that. 
The main aim of internal marketing is to produce business for us and therefore, produce profits and income for us. Also, provide service to the clients to find the best deal for them. I went to see a client who only does one kind of insurance with us, if you are aware of the marketing and other things in the business when you talk to clients, which I discussed internally before I went, then you can produce new business from it. Yes you have to be very much aware. 
3.2. Employee communication
We have a meeting to produce awareness on how to perform or we are left to our individual experience because we have been in the business for a long time or left to our common sense, which will put us in the direction of marketing. There are magazines and newsletters from the insurance Press Company, no internal newspapers. No internal newspapers but mainly produced for clients. No communication through email and telecommunication, too small to involve in that. Communication goes on in detail on other insurance kinds that should be available to clients. The main aim of meeting is to get employees aware of customers and customer satisfaction. Yes (it leads to customer orientation), depends on the way you react to it. The benefits of communication are keeping our memory fresh because it is easy to forget all directions you could go for other business and by communication with each other we can feed off ideas from each other about what insurances are available from the insurance market and how can these insurances be tailored for the benefits of our clients.
3.3. Employee recruitment
I was an insurance representative for an insurance company so I was called in as a part of my job. I saw the vacancy and then I expressed my interest. 
3.4. Employee training
Because of the involvement in FSA we use the AXA training programme, which comes to us on a daily basis by email. It covers different aspects of all kinds of insurance. There are facilities within that training package that cover some issues with regard to customer service, customer satisfaction, sorting out their complaints; it covers so many things not specifically about these issues. Training is useful because you become rusty in your mind so it reminds you of the basics and you come up to date with changes, which insurance introduces because it is necessary to the legislation. This makes us aware of customers’ needs.

3.5. Employee empowerment
Pretty well a lot of freedom. I enjoy one hundred percent freedom in carrying out my task. It is left entirely up to me how to deal with clients, explain offers. I have enough responsibility in work, I have freedom to perform and satisfaction comes from this responsibility. I am allowed to make decisions. For example, first thing in the morning we had difficulties over a premium of the policy where the client today was about to do things that are counter to the FSA regulation and the practice, then I make a decision to write to them reminding them of our position explaining to them what we are prepared to do and what we are not prepared to do. Yes I have authority over any work. 
3.6. The benefits of internal marketing
The benefits of internal marketing are that it brings job satisfaction and comes to serve customers in getting what they need. Yes internal marketing impacts on getting employees customer focused and committed because as a result, if the individual does well and the company does well and hopefully they will do well in terms of remuneration. Undoubtedly, internal marketing will improve service quality.

3.7. The definition of customer orientation 
Have you heard of the term? Vaguely, fundamentally, you should be aware of the customers’ needs and putting the customers first. It will lead to obtaining the business to make our profit, which is our living; if we are not customer focused we will lose the business to someone else. Customer orientation of employees is fundamental to the success of the broker. Customer satisfaction is vital to our business. I enjoy dealing with customers because people are interesting, they are different in their reaction, there is always variety. They are different and react in different ways so it is interesting to deal with different people. I almost make them friends because it promotes keeping the business over a number of years and it is just as enjoyable as that. Internal marketing impacts customer orientation of employees because if customers feel they are getting good service they then stay with you. I believe internal marketing works well as it is, no changes is suggested. 
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Employees’ willingness to meet customers’ needs by expressing positive attitudes towards customers, putting them first and giving their satisfaction priority over increasing sales. 








Employees should express customer-oriented behaviour by demonstrating positive attitudes towards customers and willingness to meet customers’ needs.





Customer orientation focuses on satisfying customers’ needs, not on increasing sales.  








Customer orientation conception focuses fundamentally on putting the customer first. 








The task of segmenting service employees into groups according to their needs in order to facilitate meeting these needs.





The task of investigating employees’ needs, requirements and attitudes in an attempt to satisfy them.





Allowing employees to enjoy responsibility, freedom and control over their tasks and authority to participate in decision-making.





The process of preparing employees to perform their tasks efficiently by providing them with the right knowledge and developing their marketing skills. 











The process of recruiting the right people, who fit the values of the organization, to fill a vacancy within the organization.




























































































The process by which people interact, exchange ideas and share information in order to increase their awareness of their job objectives. 








A set of activities adopted by a company to create customer-oriented employees. These activities include internal communication, employee recruitment, employee training, employee empowerment and internal market research and segmentation.
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� http://www.fsa.gov.uk/pages/About/What/Who/index.shtml. 


� The same as above. 


� http://www.fsa.gov.uk/Pages/about/aims/statutory/index.shtml.


� � HYPERLINK "http://smallbusiness.findlaw.com/businessoperations/insurance/insurancetypes.html" �http://smallbusiness.findlaw.com/businessoperations/insurance/insurancetypes.html�.


� � HYPERLINK "http://www.francistownsend.co.uk/ins-per-personal.htm" �http://www.francistownsend.co.uk/ins-per-personal.htm�. �


� http://insurance-broker-directory.com/.


� The same as 6 above. 


� The same as 6 above. 


� � HYPERLINK "http://www.biba.org.uk/" �http://www.biba.org.uk/�.


� http://www.hud.ac.uk/hhs/research/template_analysis/literature.htm.


� �HYPERLINK "http://www.onesource.com/documents/comm_ins_overview.pdf).%20Small"�http://www.onesource.com/documents/comm_ins_overview.pdf.�
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