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 This study aim was to produce a model consisting of market orientation and internal 
marketing and also to know the dimensions of internal marketing variable and to 
determine whether internal marketing affect on market orientation of restaurants in 
Manado City, North Sulawesi. This research uses quantitative methods. Survey was 
conducted to 60 restaurant managers in Manado City. PLS analysis was used to 
determine the relationship between internal marketing and market orientation. The 
results showed that there was a positive relationship between internal marketing and 
market orientation. Application of good internal marketing can improve market 
orientation. Training and development become power of internal marketing and 
intelligence generation for market orientation to strengthen restaurants in Manado City. 
This paper introduces a perspective among marketing and organizational behavior 
concepts to affect on market orientation of organization. It was a paper with focus on 
relationship of internal marketing and market orientation of restaurants in Manado City, 
Northern Sulawesi, making it as original and latest paper.  

 
INTRODUCTION 

 
Global tourism has become the largest industry in world with nearly 500 million consumers of tourism 

services with spending hundreds of billions of dollars. Tourism development in Indonesia becoming one driver 
of Indonesia's economic activity and fifth foreign exchange earner after the oil and gas, coal, palm oil and 
rubber processed in 2011. However, contribution of tourism to national tourism in North Sulawesi is very low 
(rank 16 out of 19 entrance to tourists). This phenomenon is interesting to study. 

There were many research of market orientation in service industry has been done (Zaman et al., 2012; 
Naude et al., 2002). Past research identify the antecedents of market orientation while the correlation between 
antecedents was less desirable to be researched (Awwad and Agti, 2011). Akroush et al. (2013) said the 
importance to look into internal business operations as well as understand views of human resources. This was 
confirmed by Herington (2006) to show fact that success of external customer relationships depend on success 
of internal relations. Internal marketing concept was originally proposed as a solution to distribution problem of 
consistent high quality services. Some literature states that Internal marketing concept emerged from marketing 
services and its main concern is to find people who interact directly with customers. Internal marketing was 
regarded as an internal employee customer and see work as an internal product, and then seeking to present a 
product that can satisfy the needs and desires of customer internally to achieve organizational goals. 

Research in Indonesia showed significant relationship between market orientation and performance of 
furniture company in eastern Java (Samtim, 2003) and four of five star hotels in East Java (Anshori, 2011). 
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There was no the measurement of internal relationship marketing and market orientation in tourism industry is 
the primary motivation to do this research in context of tourism in Manado City, North Sulawesi. 

The empirical studies have shown a positive direct relation between internal marketing and market 
orientation (Bouranta et al., 2005 and Awwad and Agti 2011). However, other research shows that internal 
marketing and market orientation has no direct effect (Ghorbani, 2011), 

This study would to expand the knowledge regarding the adoption and implementation of market 
orientation on travel business unit in northern Sulawesi. Although, independent relationship of internal 
marketing and market orientation has been provided in literature, but empirical study the relationship of these 
variables in context of business units travel in northern Sulawesi was not available. This study results are 
expected to contribute to literature of market orientation and internal marketing. This research will eventually 
enable business units to travel in Manado City to make strategic marketing decisions with better information. It 
also enables the business units to assess the fit between market orientation and internal marketing. 

 
The research problem: 

Based on above description, the research problems are: 
a. Was the marketing Internal affect on market orientation? 
b. How the Effect of Internal marketing on market orientation at restaurant in Northern Sulawesi 
 

Research purposes: 
This study seeks to explain and harmonize the effect of internal marketing on market orientation in 

according to above problems formulation. The purpose of this study was to analyze and assess the effect of 
Internal marketing on market orientation. 

 
Research Benefits: 

The theoretical Contributions of this paper were: 
a. To provide evidence about the role of internal marketing on market orientation. 
b. It should contribute to marketing concept 
 

Practical contribution: 
The study's findings are also expected to be used as information and advice to relevant parties such as local 

governments in North Sulawesi, in this case the Department of Tourism, to formulate a marketing strategy 
related to market orientation and internal marketing, 

 
Theoretical Review: 
Internal Marketing: 

The market has been growing rapidly. It can be seen on three things: the community power, consumer’s 
ability and company’s ability. The community strength have created behaviors, opportunities and new 
challenges to: a. Information technology as characterized by mass production, advertising and aggressive 
discounts; b. Globalization as caused by technological progress in transportation, freight forwarding and 
communication, enables companies to market their products anywhere and also convenience to consumers to 
obtain desired goods; deregulation to create competition and a huge growth opportunity; d. higher competition 
due to retail companies have limited their shelves to hold their own brand to compete with national brands. 

Customers think that product from one another only slightly different so they are less loyal to one brand. 
They are also more sensitive to price and quality as well as their search for value. The consumer ability can be 
below. 

a. Buyers have higher purchasing power, they only need one click in internet to compare prices and 
product attributes of competitors and sellers compete for their business. 

b. There are many goods and services, ordering goods through online from anywhere and avoid local bids 
are limited so that they can save. 

c. There are lots of information about anything. It can be accessed and obtained any information anytime 
and anywhere online. 

d. Ease of ordering and receiving the order, because it can be done anywhere and anytime online. 
The company ability can be found below. 
a. Marketers use the Internet as information and sales channels, expand their geographical to reach 

throughout the world. 
b. The researchers can gather more complete information about markets, customers, prospects and 

competitors. 
c. Managers can speed and facilitate the internal communication among employees using the internet as a 

private intranet to get information, ask for advice, download or upload the required information from and to 
main computer companies. 
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d. Marketers can send ads, coupons, samples and information to customers who request it. 
The above symptoms make company will be able to operate consistently with a holistic marketing concept. 

This concept is based on development, design and implementation of marketing programs, processes and 
activities and interdependence discretion. Holistic marketing realize that all things are very meaningful and 
comprehensive and integrated perspective is often required. Holistic marketing has four components. 1. 
marketing relationship with aims to build long-term relationships mutually satisfaction with key constituents 
(employees, customers, marketing partners and members of financial community) in order to obtain and retain 
business. 2. Integrated marketing as a marketing program for creating, communicating and delivering value to 
customers where marketing activities appear in all forms. 3. Marketing performance as financial accountability 
and social responsibility marketing. 4. Internal marketing to ensure that everyone in organization embraces 
appropriate marketing principles, especially senior management. (Kotler and Keller, 2009). Present study only 
uses internal marketing variables in relation with problems of travel business unit in North Sulawesi. 

Internal marketing literature has been growing very rapidly but only few systematic studies about how the 
actual internal marketing works in practice (Ahmed et al., 2003). Internal marketing uses a marketing 
perspective to manage human resources in an organization (George and Grönroos, 1991). This view is based on 
opinions of Sasser and Arbeit that job is an internal product while employees are internal customers (Lings and 
Greenley, 2005). 

Lings (2002) said that internal marketing is not just a concept, philosophy or management practices but also 
human resources. Furthermore definition and instrument of internal marketing is how to get employees 
motivated and customer-oriented. Rafiq and Ahmed (2000) said that Internal marketing is a planned effort by 
using a marketing approach in overcoming the organizations resistance to change and align, motivate, 
coordinate and integrate interfunctional of effectiveness of strategy functions and companies, in order to give 
satisfaction to customers through the creation process of employee motivation and customer-oriented 
employees. This is consistent with Kotler (2000) which states that internal marketing is more important than 
Conventional External Marketing. 

George (1990) defines internal marketing as a process to integrate many functions of an organization with 
aim to achieve customer awareness. The underlying philosophy of internal marketing is to treat employees as if 
they are customers or clients. 

The opinions explains that internal marketing is a planned effort in order to give satisfaction to all 
employees as internal customers in order to give satisfaction to external customers through Strategic Reward, 
Internal Communication, Training and Development and Senior Leadership. There are five major elements of 
internal marketing.  

1. Motivation and employee satisfaction 
2. Customer orientation and customer satisfaction 
3. Coordination and interfunctional integration  
4. Approaches such as marketing 
5. Implementation of company strategy or a particular functional (Rafiq and Ahmed, 2000) 
Akroush et al. (2013) show that internal marketing is composed of six dimensions applied to home meal 

services. They are staff recruitment, staff training, internal communication, staff motivation, job security and 
retention of staff. Papasolomou and Vrontis (2006) found that Internal dimensions of marketing at retail banks 
consist of internal customers, training and education, quality standards and reward systems. Idea of internal 
marketing variables that can be applied on tourism industry can be explained below (Rahul, 2011). coordination 
and integration interfunctional, the customer orientation, marketing like approach, job satisfaction, 
empowerment, stakeholder motivation, service quality, development of stakeholder, training and development, 
vision company, strategic reward, internal communications, senior leadership. 

Items of internal marketing from Pervaiz et al. (2003) can be defined  below. 
1. Strategic Reward 
2. Internal Communication 
3. Training and Development 
4. Senior Leadership 
This study will use internal marketing dimensions from the research Parvaiz et al., (2003). 
 

Market Orientation: 
Definition and concept of market orientation was not universal, until today there has been no definitive 

concept accepted (Kirca et al., 2005; Kohli and Jaworski, 1993). But some researchers and experts of marketing 
have suggested a few things regarding the market orientation, such as seeing it as an organizational culture that 
has a set of values and a shared belief to put customer in business planning (Deshpande et al., 1993). Avlonitis 
and Gounaris (1999) suggest that market orientation should include both attitudes and behavior aspects. In 
addition, Narver and Slater (1990) also found market-oriented companies not only focus on customer, but also 
on competitors. Deshpande et al., (1993) sees it as a culture that systematically and continuously committed to 
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superior creation of customer value. It's just like the concept of marketing where the customer is considered as 
the main focus of market orientation. Furthermore, external customer satisfaction is relied on internal customer 
satisfaction (Berry, 1981; Lings, 2000). 

Kohli and Jaworski (1990) noted the importance of marketing concept and its implementation and even 
proposed to establish the definition of unidimensional market orientation. Furthermore, they found that market 
orientation is more suitable to operationalize in pure marketing than marketing mix. Even research results show 
the strong effect of market orientation in various contexts (Lings and Greenley, 2005). Therefore, it is need to 
know some opinions about the definition of market orientation. 

Opinion of Kohli and Jaworski and Narver and Slater were used and accepted widely (Raaij and Stoelhorst, 
2008). Market orientation is an extension of marketing concept. It was defined as a set of values and beliefs that 
always consider customers at first and foremost. Market orientation is the implementation of marketing concept 
and became the foundation of modern marketing management (Narver and Slater, 1990). Conceptualization and 
implementation of market orientation was begun with implementation of core concepts of marketing (Narver 
and Slater, 1990; Kohli and Jaworski, 1990) and emphasizing market orientation as a organization cultural to 
creates value for consumers (Matzuno, et al., 2005). 

Kohli and Jaworski (1990) look from the market orientation behaviors perspective. It is defined as 
organization-wide generation of market intelligence in relation with current and future customers needs, 
dissemination of intelligence across departmental and organization-wide to response it. There are three 
elements. Marketing intelligence is deployed throughout the organization and organization's response to 
information. Marketing intelligence is intelligence regarding customers and competitors. Marketing intelligence 
includes the analysis the factors affecting consumer needs and preferences, strengths and strategies of 
competitors. Intelligence creation can be done with formal and informal mechanisms (eg, consumer surveys, 
focus groups and market research). It should not be done only by company's marketing department. All 
functional departments such as research and development, manufacturing and finance should participate in the 
process. The spread of marketing intelligence relates to dissemination of information about customers and 
competitors that are useful to design products, determination of purchase materials price and so on. How 
effective a company communicate and disseminate the intelligence among functional departments will 
determine its ability to adapt to market needs. Organizational response is a form of response actions to be 
undertaken by marketing intelligence and marketing intelligence deployment. All functional areas in a company 
should be responsive to market information generation and creation to create company value and its customers. 
Without response then the both  element has no value at all. 

Raaij and Stoelhorst (2008) stated that Kohli and Jaworski views is a process of activity. This view is 
supported by other researchers such as argument of Ruekert (1992) that market orientation at business units 
level is how far the business unit (1) obtain and use information of customers; (2) develop a strategy that will 
meet the needs of customers; and (3) strategy should responsive to needs and desires of customers. Day (1994) 
said that market orientation can be seen from the point of view of states ability that market orientation is great 
skills to understand and giving satisfaction to customers. 

Market orientation is also defined as "the most effective and efficient business culture to create the needed 
behaviors to create superior value for customers" (Narver and Slater, 1990). He said that market orientation 
"consists of three behavior components (customer orientation, competitor orientation, and interfunctional 
coordination) and two decision criteria (long-term focus and profitability). 

1. Customer focus means the external dimension orientation to involves understanding of customer 
perception, expectations, needs and desires, and main goal is customer satisfaction 

2. Competitor focus means external orientation and knowing the main competitors' products and 
capabilities and how it is viewed by customer. 

3. interfunctional coordination means the internal dimension of market orientation refers to resources 
sharing between the various functional areas in order to create better customer value 

4. Long term focus means that management must seek to create profitable long-term relationships with 
customers. Relationships with customers in long term can only be realized if management can better satisfy 
customers than the competitors. This should be done normally by improving the quality, service, innovation, 
uniqueness of product and competitive price. 

5. Profitability means that whatever the company activities to satisfy the customers should be directed to 
profitability. Experts argue that main target of market orientation is profitability. Adversely, others researchers 
give different opinion. Deshpande et al., (1993) uses the term of customer orientation as a set of beliefs to put 
the customers interests as the first thing in order to develop long-term profitability of company. It does not 
include those of all other stakeholders such as owners, managers, and employees. In this case the term of 
customer orientation is synonymous with market orientation because they refer to same concept (Raaij and 
Stoelhorst, 2008). It can be concluded that market-oriented organization has some information about the market 
(customers and competitors), ability to manage and use information to create superior value for their target 
customers. 
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The empirical study results: 
Awwad and Agti (2011) examined the impact of internal marketing on market orientation of commercial 

bank. This paper argues that market orientation is a culture and behavior that cannot be manifested without 
organizational commitment that starts from top management to employees in organization. This is the company 
loses will adversely affect the employee commitment on organization. One way to achieve such commitments is 
by applying internal marketing program. Lings and Greenley (2009) conducted a study of internal marketing 
from the perspective of behavior that operationalized as Internal marketing Orientation (IMO) and Market 
Orientation Behavior. 

 
Research Methods: 
Location and time: 

This research was conducted in Manado City, Northern Sulawesi. Some reasons for this choice are follows. 
First, North Sulawesi as Indonesia province changes very quickly to environmental geographic, demographic 
and psychographic backgrounds.  The customers changes to make purchasing decisions and more intense 
competition makes the company/industry must respond quickly to the changes. Second, this study discusses the 
relationship between market orientations, internal marketing in tourism sector in North Sulawesi. Third,. This 
study purpose is to provide input and considerations related to market orientation, internal marketing and 
tourism sector in northern Sulawesi. 

This study was done for 3 months at restaurant in Manado City, North Sulawesi. The study population is all 
Restaurants in Manado City, North Sulawesi, as well as the owner/managers or employees at every restaurant in 
Manado City, North Sulawesi. The underlying reason is Central Bureau of Statistical (2013) said that restaurants 
are the kind of food service businesses located in some or all permanent buildings that sells and serves food and 
drinks to public. 

 
Table 1: Total restaurant in Manado City, North Sulawesi. 

No. Sub district  Quantity % Description  
1. 
2. 
3. 
4. 
5. 

Malalayang 
Mapanget 
Molas 
Sario 
Wenang 

9 
5 
1 
21 
29 

14% 
5% 
1% 
32% 
45% 

Restaurant 
Restaurant  
Restaurant  
Restaurant  
Restaurant 

 Total  65 100%  
Source: Department of Tourism and Culture, North Sulawesi, 2015. (data processed) 

 
Total population was 65 Restaurant. The entire population was selected as sample. Therefore this study uses 

census or complete enumeration. A certain amount Restaurant was classified as a finite population whereas if 
the amount is not known, classified in an infinite population. 

 
Research instrument: 

The instrument used was a questionnaire addressed to managers and employees. The questionnaire was 
consisted of closed questions or statements. Respondents were asked to answer and give their perceptions of any 
given statement. Likert scales are used to measure attitudes, opinions and perceptions of respondents. The 
answers of open questions in form of useful information to enrich the information used in discussion. Likert 
Scale has score 1-5 with following conditions: 

a. Scale 1 indicates strongly disagree 
b. Scale 2 shows the disagree 
c. Scale 3 shows quite agree 
d. Scale 4 shows agree 
e. Scale 5 shows strongly agree 
Likert scale is used because researchers want to know how strong respondents agree or disagree with 

statement and items of every indicator on studied variables. Value of indicator score was determined by 
rescoring. This method produces the value of Likert scale back so that no information is lost. Some advantages 
of Likert scale are convenience, high reliability in sorting subjects based on perception, more flexible than other 
techniques and applicative in various situations.  

 
Data collection procedures: 

Data in this study is collected techniques and procedures below.  
a. Giving questionnaires to respondents directly  

This method was often called the survey using a questionnaire with items to measure variables used in research 
model. This method was done in order to obtain information based on questionnaires submitted directly to 
respondent by asking the willingness of respondents to fill out questionnaires on internal marketing, market 
orientation, organizational culture and organizational commitment according to their perception. 
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b. Interview 
Interviews was conducted after the data analysis and still there is unclear or lacking information. It will be 
extracted as additional information through in-depth interviews. 

 
Data analysis technique: 

This study uses Partial Least Square (PLS) to test the model that developed as an alternative to situations 
where the basic theory was weak and design of model or indicator provided does not meet the reflexive 
measurement model. 

 
Respondents Characteristics: 

This research object was a restaurant in Manado City, North Sulawesi. The study population N = 65 
restaurant and all becomes samples,  it is a saturated sampling. The respondents are the owner or manager of a 
restaurant or employee representation. There are 5 of restaurant owners are not willing to be included in study, 
so that data can be retrieved for analysis is 60 restaurants.  

 
Discussion: 

Internal marketing implementation has positive and significant effect on market orientation of restaurants at 
Manado. Internal marketing is very important for organization, especially at service organization to create better 
market orientation. The better implementation of internal marketing will improve market orientation. Better 
application of internal marketing was expected to create better market orientation. That was happened at 
restaurants in Manado City. These findings support the results of Awwad and Agti (2011) who studied the effect 
of internal marketing on market orientation at Commercial Bank. These finding shows that concept of internal 
marketing variables affect on market orientation applied to commercial banks. Agti and Awwad (2011) also 
applies it to restaurants in Manado City. This concept can be used in wider sector in different regions, banks 
restaurant for a different area. Awwad and Agti (2011) conducted research on commercial banks in Jordan. The 
same results were found by Bouranta et al (2005) at banks in Greece. 

Awwad and Agti (2011) shows that internal marketing has a direct positive effect on market orientation of 
bank managers in private banks. These results were based on interaction between internal marketing and 
organizational behavior concepts. Meanwhile, this research is development of marketing concept, starting from 
the production, product, sales, marketing and growing concepts. The latter is the concept of holistic marketing. 
The concept of holistic marketing include internal marketing which ensures that everyone in organization 
embraces appropriate marketing principles, especially senior management. Internal marketing must occur at two 
levels, at various marketing functions such as sales personnel, advertising, customer service and others. At 
second level, other departments must implement marketing. They should think the customers. It was not only 
the marketing department, but the department is customer orientation (Kotler and Keller, 2009). Van Raaij 
(2007) said that customer orientation same as market orientation because it uses same perspective. This study 
decides that customer orientation same market orientation. 

The study results were consistent with Bouranta et al. (2005). They explore the application of internal 
marketing to human resources in bank, and it was found that according to bank executives, internal marketing 
philosophy has been widely applied in their banks. The most important empirical findings from their study that 
internal marketing provide a strong positive effect on market orientation. In addition, internal marketing 
components have a positive effect on market orientation. Managers who seek to improve external customer 
satisfaction need to develop the employee’s competencies through internal marketing. 

This research results showed that better implementation of internal marketing will improve the market 
orientation. This means that internal marketing were applied by restaurants in Manado City. Reward strategies 
used are reward system in according to their business objectives, employees receive information about the 
eligibility requirements for restaurant award. This awards system this restaurant motivate employees show 
achievement. Internal communication is the key to mutual understanding among employees to build a sense of 
belonging among employees and become key to provide information for all employees. Internal and external 
communications were done consistently.  

Training and development in the restaurants use four indicators. They are adequate resources to train 
employees, training programs geared to create employee competency, keeping abreast of technology required 
for training program improvement, continuous improvement of training program is required to follow the 
changes in business. Four senior leaderships believe that leaders were able to take right direction. They believe 
that leader has the intellectual capacity, business strategies were performed rightly. It is consistent with 
expectations of restaurant manager in Manado City to increase the market orientation. This was also reflected 
from the overall average value of internal marketing variables in both categories. 

The highest loading of internal marketing factors was training and development indicators. This result 
explains that training and development is the most dominant indicator to reflect the internal marketing. The 
condition was supported by manager of a restaurant in Manado City that training and development can measure 
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internal marketing. Training and development was required by employees with adequate resources for training, 
training programs geared to creating employee competencies, following the development of technology required 
to improve training programs, continue improvement of training program is required to follow business change. 
In other words, existing training and development must be maintained in order the resources were able to train 
employees to use training programs to improve the employees competence. Continue improvement of training 
programs by technological developments were performed in order to follow the changes in restaurant business. 
The lowest loading factor was reward strategy. It means that award system of restaurant was not consistent with 
the business goals. Employees have not received information about the eligibility requirements for restaurant 
award. It  makes the award system did not motivate employees to excel. Therefore. restaurants in Manado City 
should give extra attention to improve the implementation of strategy rewards to employees to increase the 
market orientation. It needs the awards system design that consistent with purpose of restaurant business to 
make employees can receive information about the requirements to get the award to motivate employees to 
excel. 

The highest loading factor of market orientation are intelligence dissemination indicator. This result 
explains that intelligence dissemination indicator was most dominant to reflect market orientation variable. This 
condition was supported by perception that intelligence dissemination of restaurant manager has been good to 
measure market orientation at a significance level of 95%. intelligence dissemination indicator was described by 
customer information quickly spread to all parts, regularly inform the customer satisfaction data to all parts, 
everyone quickly disseminate information when one part know about a competitor. These were very needed by 
employees at restaurants in Manado City. The lowest loading factor was intelligence generation indicator. Many 
managers were less care to consumers needs, analysis has not been done on a regularly and even slower to get 
information about the change of consumers needs. 

 
Conclusion And Suggestion: 

Internal marketing affect on market orientation of restaurants in Manado City, Indonesia. These findings 
showed that intensive implementation of internal marketing can improve market orientation. This means that 
planned efforts to give satisfaction to all employees as internal customers can foster employee’s behavior with 
superior value for customer. This study finding complements Agti Awwad (2011) and Bouranta (2012) which 
states that application of internal marketing can improve market orientation.  

This study was focused on restaurant only. Future research can uses same variables and expanded in 
different service sectors such as universities, hospitals manufacturing sector and other. This study shows the 
effect of internal marketing on market orientation but there are still many mediators or moderators variables. 
Future studies should explore the relationship between internal marketing and market orientation with mediation 
or mediator variables as organizational commitment, organizational culture, organizational citizenship behavior 
and other. It can be seen that the effect either directly or indirectly when added to other models. 
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