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Internal communications and employer branding are recognized as important tools for achieving an inspi-
rational working environment, which is both an aim and a means of differentiation between organisations.
A growing number of studies demonstrate a connection between internal communication and employee
identification with the organisation they work for, as well as with their perception of employer’s brand.
The aim of this theoretical paper is to identify and elaborate theoretical foundations that contributed
to the development of these two concepts. For that purpose, marketing schools of thought, primarily
social exchange school of marketing thought and relationship marketing are analysed and related to the
concepts of internal communication, and employer branding. The analysis shows that social exchange
school theories can be applied to describe values that are exchanged through internal communication
and employer brand activities, while relationship marketing principles are used when implementing these
activities in order to develop positive employee relationships.
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1. Introduction

Concepts such as internal communication and employer brand have been gaining popula-
rity in the past decade, both in academia and in practice (Tkalac Vercic, 2021). The recent
global crisis has further contributed to the recognition of their significance and contri-
butions to organizations (Marti¢, 2020). This is no surprise considering internal commu-
nication includes all types of formal and informal communication taking place within an
organization (Kalla, 2005). It also plays a significant role in daily and strategic activities
(Welch, Jackson, 2007), which is the reason it gained even more momentum in times of
overall business transformation that was required in the recent crisis. At the same time,
in search for the best employees in today’s competitive markets, organizations engage in
different employer branding initiatives with an aim of becoming an employer of choice.
Employer’s brand includes all perceived benefits that come with employment (Ambler,
Barrow, 1996) and create a desirable employer’s image (Backhaus, Tikoo, 2004). Sobande
(2020) recognizes that brands in general are communicating the idea of togetherness in
order to stay desirable during a time of crisis. Employer brands are no different, and in order
to stay desirable, organizations need to appeal to their current and potential employees to
ensure their satisfaction even in extraordinary situations (Nelke, 2021). In that sense, the
relationship between corporate and internal communications, and employer branding is
recognized by many authors (e.g., Ambler, Barrow, 1996; Punjaisri et al., 2009; Edwards,
2010; Dryl, 2017; Itam et al., 2020).

Even though both internal communication and employer branding have been rapidly gaining
importance in recent times, the origins of these concepts can be recognized in particular

marketing schools of thought dating back to the middle of the 20th century.

In 1988, Sheth et al. proposed a two-dimensional matrix in order to classify marketing
schools of thought. Their matrix classifies the schools as noninteractive versus interactive
and economic versus noneconomic, which divides them into the four different categories

shown in table 1.
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Table 1: Marketing schools of thought classification matrix by Sheth et al., 1988.

Noninteractive schools Interactive schools

Commodity Institutional

Economic schools Functional | Functionalist

Regional Managerial

Buyer Behaviour | Organizational Dynamics
Noneconomic schools Activist Systems
Macromarketing | Social Exchange

Source: Sheth et al., 1988.

The centre of noninteractive-economic schools, the most traditional of all, are efficiency
and income (Lagrosen, Svensson, 2006). Interactive-economic schools are still based on
economic values, but are also influenced by psychological variables of buyer-seller inte-
ractions (Sheth et al., 1988). Noninteractive-noneconomic schools suggest that markets
are based on social and behavioural factors (Lagrosen, Svensson, 2006). A shift is made
from markets to customers as individuals or segments (Sheth et al., 1988). Interactive-
noneconomic schools combine an interactive approach to the market (Sheth et al., 1988)
and transactions, not necessarily motivated by profit gain, but rather (needs) satisfaction

(Houston, Gassenheimer, 1987).

However, three new schools (services marketing, industrial (B2B) marketing and relationship
marketing) identified by Lagrosen and Svensson (2006) are so diverse from traditional mar-
keting schools they require a new direction recognition. Therefore, they suggest interactive
schools further be categorized into transactional and relational. This way they classify
interactive schools analysed and categorized by Sheth et al. (1988) as a part of the transac-

tional dimension, while new schools can be classified as relational-noneconomic schools.

Although both internal communication and employer branding have received a lot of
attention from academics, there is a lack of papers investigating the theoretical origins
of these concepts. This paper contributes to the body of knowledge by exploring internal
communication and employer branding from the viewpoint of their theoretical origins in the

foundations of the social exchange school of marketing thought and relationship marketing.

The paper is organised in the following way: after the introductory part, the main highlights
of the social exchange school of marketing thought and relationship marketing principles
are explained. After that, an overview of internal communication and employer brand(ing)
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concepts is provided. This is followed by a discussion in which the links between the con-
cepts and their theoretical origins are debated. The paper ends with concluding remarks.

2. Marketing schools of thought in focus: The
ideas of social exchange and relationships in
marketing

2.1. Social exchange school

The social exchange school of marketing thought can be classified as interactive-noneco-
nomic school of marketing thought (Sheth et al., 1988) or, more specifically, as transacti-
onal-noneconomic school of marketing thought (Lagrosen, Svensson, 2006). This school
approaches the consumers as equals to providers of goods while also relying on behavioural
science for background, suggesting that marketing principles are applicable beyond the
usual economic transactions and can be applied to social transactions (Kotler, Levy, 1969;
Lagrosen, Svensson, 2006; Sheth et al, 1988), an idea first introduced by Alderson in 1965.
He stated that “marketing [academics] are working in an applied segment ... of a general
science of human behaviour” (as cited in Shaw et al., 2007, p. 446). A year prior, McInnes
broadened the scope of marketing by suggesting that marketing is “any activity which
actualizes the potential market relationship between the makers and users of economic
goods and services” (McInnes, 1964, as cited in Kuehl, 1972, p. 360; McInnes, 1964, as cited
in Sheth et al., 1988, p. 174). They are considered to share the role of originators for the
social exchange school due to their individual contributions to marketing theory (Sheth
et al., 1988).

Kotler and Levy (1969) followed these ideas and described the applicability of marketing
principals beyond a mere product exchange by suggesting a broader scope of marketing.
According to them “... marketing principles are transferable to the marketing of organiza-
tions, persons, and ideas” (p. 10). As Bagozzi (1978) explained, Kotler and Levy’s broader
scope of marketing meant marketing principles are present in “virtually all organizations,
groups, or collectivities” (p. 536). In 1972, Kotler suggested an even more expanded scope of
marketing. He argued that marketing activities should and could be applied to relationships
between an organization and all its publics, not just customers. In his generic concept of
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marketing, Kotler (1972) also expanded the idea of transactions to include the exchange of
any types of resources between all types of parties. This resulted in the idea that “marketing
applies to any social unit seeking to exchange values with other social units” (p. 53), which

is exactly the idea behind the social exchange school.

Later on, Bagozzi (1974) gave a comprehensive definition of exchange, which stated that both
positive and negative actions should be considered an exchange. He also made an emphasis
on social processes as determinants of exchange, which should not be considered as limited
concepts. Furthermore, in 1978, Bagozzi continued redefining the theory of exchange as
a social process. As he suggested, exchange is not limited to an individual’s decisions and
is determined by: exchange participants’ characteristics, exchange participants’ influence
and situation. His efforts to define exchange as a foundation of marketing were continued
by Hunt. Hunt (1983) stated: “marketing science is the behavioural science that seeks to
explain exchange relationship” (p. 13). Exchange relationships were the basis of a model
Hunt (1983) gave to explain the nature of marketing. This idea was further supported by
Houston and Gassenheimer (1987), who have identified exchange as “the core concept of
marketing”. It is so because exchange is the means to “satisfy needs”.

The exchange school was originally focusing on sellers and buyers, and their market tran-
sactions and transvections. It has, however, broadened to include all parties involved in a
generic exchange relationship, regardless of roles, motives or values (Shaw, Jones, 2005).
Nevertheless, Sheth et al. (1988) critique the social exchange school for not providing enough
explanation as to why exchange happens. They are also concerned by the generic concept of
marketing which “created ambiguity as to the boundary of marketing” (p. 180). It is exactly
this generic approach that authors believe affected the fields of internal communication

and employer branding the most.

2.2. Relationship marketing

In the late 1970s and early 1980s, new streams in marketing theory emerged that shifted
away from traditional marketing principles (Brown et al., 1994). At first, industrial and
services marketing dealt with marketing in regards to their specific area (Lagrosen, Sven-
sson, 2006). However, one common factor was the importance of relationships, which led
to theories concerning relationship marketing (Gummesson, 1987; Lagrosen, Svensson,
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2006). The importance of relationships in the service sector was indicated by Berry (1983, as
cited in Ballantyne et al., 2003). Gummesson (1987) went further and described the central
importance of relationships between an organization and its customers, as well as within
an organization’s network of suppliers and distributors. Relationship marketing theory
was developed after the importance of organization-to-customer relations and business-
to-business (B2B) relations was recognized (Ballantyne et al., 2003), as a consequence of
services marketing theory and industrial marketing theory development (Gummesson,
1987). In regards to its connection to services marketing, relationship marketing had two
goals — to attract and to retain the customers (Christopher et al., 1991). In the context of
industrial marketing, relationship marketing is a tool that helps create interactive networ-
ks between partner organizations defined by reciprocal actions (Mdller, 1994). It is a part
of modern marketing theories and can be classified as relational-noneconomic school of

marketing thought (Lagrosen, Svensson, 2006).

In 1999, Gummesson identified additional influences that affected relationship marke-
ting, such as traditional marketing and management theories, business marketing, and
organization theory. Considering this, it is no surprise relationship marketing principles
have expanded to marketing areas other than services and industrial marketing (O’Malley,
Tynan, 2000). Bruhn (2003) has identified four types of orientation — toward stakeholders,
decisions, time-horizon and, value, which he deems are relationship marketing dimensions.
This expanded approach that reaches beyond services and industrial marketing theories
has also revealed some new findings. As Dwyer et al. (1987) explained, exchange is the basis
of marketing, however, there are two different aspects of it — transactional and relational
exchanges. The relational aspect develops over time (Dwyer et al., 1987; Gummesson, 1987,
O’Malley, Tynan, 2000; Tynan, 1997) and, just as with interpersonal relationships, some
psychological concepts (e.g. trust, commitment, interdependence, power balance) can be
used to describe it (Morgan, Hunt, 1994; Wilson, 1995). All this has led to the development
of a new approach within relationship marketing, customer relationship management
(CRM). This approach combines relationship marketing principles with new technologies
in order to develop interactive relationships with customers (Kumar, 2010). However, some
authors consider CRM to be more generic and see it as just another term for relationship
marketing (Lagrosen, Svensson, 2006). Even so, it is evident that newer trends in relationship
marketing include technology. Gardan (2011) deems the internet to be the main trend in
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present-day relationship marketing, as well as the development of strategic partnerships
between brands that bring value to consumers.

Relationship marketing principles can be recognized in internal communication and em-
ployer branding. Both internal communication and employer branding activities are used
to create relationships between an organization and its publics (Cascio, Graham, 2016;
Men, 2014; Men, Yue, 2019).

3. Overview of Internal communication &
Employer brand(ing) concepts

3.1. Internal communication

In terms of organizations, communication can be intended for either internal, in which case
it is called internal communication, or external publics, in which case it is called external

communication (Cornelissen, 2004).

Internal communication includes all communication within an organization (Kalla, 2005;
Tkalac Vercic et al., 2012). It is present constantly (Welch, Jackson, 2007) between mem-
bers of an organization (Réka, Borza, 2012). According to Bovée and Thill (2008), internal
communication consists of all formal and informal communication flows in an organization.
Bahtijarevié¢-Siber and Sikavica (2001) see it as the exchange of different information, ideas,
attitudes and emotions with the purpose of influencing employees’ behaviour. It is impor-
tant to recognize that internal communication takes place at all organizational levels (Kalla,
2005). Internal communication “is viewed as an essential process, based on which the staff
exchanges information, establishes relationships, forms a system of values, creates an orga-
nizational culture, harmonizes the activities, collaborates for the achievement of goals and

develops formal and informal networks” (Berger, 2009, as cited in Réka, Borza, 2012, p. 615).

Communication in general is the exchange of all sorts of information (Bovée, Thill, 2008;
Hersberger et al., 2007). Information can be contextual (or nonverbal) and verbal (Burgoon
et al., 2002), which means communication can be defined as the exchange of different types
of verbal and nonverbal cues (Bovée, Thill, 2008; Burgoon et al., 2002; Hersberger et al.,

2007). Wilkinson et al. (2004) put such emphasis on exchange as a crucial part of internal
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communication that they even equate one aspect of internal communication with the

exchange of views.

The first to describe the benefits of quality communication within an organization was Likert
in 1967, who established that communication leads to satisfaction, productivity, good rela-
tions and profit (as cited in Downs, Hazen, 1977). In his research, Hansen (1986) determined
that relationships between employees are the most significant predictor of profitability (as
cited in Robson, Tourish, 2005), while internal communication is used to create those rela-
tionships (Men, Yue, 2019). When describing relational aspects of marketing, Gummesson
(1987) stated that internal relations are “a prerequisite for successful external relations”
(p. 12). Quin and Hargie (2004) have also linked organizational efficiency to relationships
within an organization, which are created through communication. The overall importance
of internal communication and its positive contributions to internal relationships and orga-
nizational success has been recognized by many researchers (e.g. Dryl, 2017; Gray, Laidlaw,
2004; Mazzei, 2010; Ruck, Welch, 2011; Sin¢ié¢ Corié et al., 2020; Tkalac Ver¢i¢, 2021; Tkalac
Veréi¢, Poloski Vokié, 2017; Tkalac Ver¢ic et al., 2009; Tkalac Ver¢i¢, Spoljari¢, 2020; Tkalac
Vercic et al., 2012; Welch, 2012; Zucker, 2002).

3.2. Employer brand(ing)

Branding is the process of creating a brand (Vaid, Campbell, 2003), which is a set of values
associated with a specific product/service in order to differentiate it from other products/ser-
vices (Levitt, 1980; Kotler, 1997). However, it has recently been recognized that the objects of
branding can be more than mere products or services (Barrow, Mosely, 2011). One of the more
recent branding objects are employers. Employer brand was first described in 1996 by Ambler
and Barrow as “the package of functional, economic and psychological benefits provided by
employment, and identified with the employing company” (p. 187). Employer brand can also
be described as a set of positive and negative associations linked to an employer (Mosely,
2014). Potential and current employees can also see it as a sum of an employer’s reputation
and purpose together with opportunities employment offers (Chinsky Matuson, 2013).

The process of developing an employer brand is employer branding (Backhaus, Tikoo, 2004).
The goal of developing and managing an employer brand is to attract employees (Rampl, 2014)
by communicating the benefits it offers (Barrow, Mosley, 2011). The developed perception of
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employer brand benefits describe employees’ expectations from their employment (Barrow,
Mosley, 2011). Benefits promised by the employer brand are received in exchange for em-
ployees’ work (Alshathry et al., 2017; Cardy et al., 2007). One of the most crucial tasks of
employer branding is to align perceived benefits with actual benefits offered by employment
(Ruchika, Prasad, 2017; Backhaus, Tikoo, 2004), which is done through communication of
the employer brand. For an employer brand to be communicated properly, communication
needs to target both current employees, i.e. internal publics, and potential employees, i.e.
external publics (Moroko, Uncles, 2008; Ruchika, Prasad, 2017). This means both internal
and external communication communicate employer brands. Researchers identified that
employer brands are therefore created internally and externally and are intercorrelated, but
not the same (Knox, Freeman, 2006; Mellin, 2005). Employees are seen as “corporate amba-
ssadors and brand advocates” (Men, 2014, p. 265; see also Men, Graham, 2016), which means
external employer brand is created with the help of current employees. They are more likely
to be positive ambassadors if they are satisfied with their employer, i.e. if internal employer
brand is positive (Backhaus, 2018).

4. Discussion

4.1. Internal communication and employer brand(ing) through social exchange

perspective

Both internal communication and employer branding are highly interactive fields (Tkalac
Vercic, 2016; Cascio, Graham, 2016; Men, 2014). Internal communication requires high le-
vels of interactivity since one of the main internal communication activities is listening to
employees and communication culture development (Mazzei, 2010; Zerfass, Franke, 2013).
Successful employer brand requires employees to be brand ambassadors (Cascio, Graham,
2016; Backhaus, 2018; Men, 2014) and to engage (Bhasin et al., 2019), both highly interac-
tive activities. Interactivity is one of two key elements that describe social exchange school
(Sheth et al., 1988).

The focus of the social exchange school is noneconomic — unlike economic schools of
marketing thought, the social exchange school is not focused on income and efficiency, but

rather on aspects of human behaviour (Sheth et al., 1988). The same applies to both internal
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communication and employer branding. These fields contribute to economic organizational
success, but are focused on employees’ satisfaction (Sin¢i¢ Cori¢ et al., 2020; Tkalac Ver¢i¢,
2021; Tkalac Ver¢ic, Spoljari¢, 2020).

The idea behind the social exchange school is that marketing principles are applicable to
social transactions (Alderson, 1965 as cited in Shaw et al., 2007; Kotler, Levy, 1969; Lagrosen,
Svensson, 2006; Sheth et al, 1988). Kotler (1972) went as far as to claim that marketing should
consider transactions to be any type of exchange of values. In terms of internal communica-
tion, values that are exchanged are information, ideas, attitudes and emotions (Bahtijarevic¢-
Siber, Sikavica, 2001). Itam et al. (2020) describe that the messages sent to employees about
employer brand and value proposition should not only deliver the information related perks
and benefits, but also the organization’s mission, values and culture, which give employees
a powerful reason to work with the company in the long run. Those values are mostly social,
especially ideas, attitudes and emotions. Formal or managed internal communication is the
exchange of strategically established values (Welch, Jackson, 2007) with the intent of ensu-
ring employees’ satisfaction and productivity (Likert, 1967, as cited in Downs, Hazen, 1977).
In order to manage formal internal communication, managers apply marketing principles
to develop strategies and ensure communication goals are achieved. On the other hand, in-
formal internal communication answers employees’ social needs (Johnson et al., 1994). The
end-results of informal, together with some aspects of formal, exchanges are good relations
between employees as well as a positive relationship with the organization itself (Azadedel,
Shokri, 2019), i.e. higher organizational identification (Neill et al., 2020). Informal internal
communication requires marketing principles to be applied while promoting a desirable
communication climate within the organization and supporting the exchange of values in
an informal environment in order to achieve organizational identification (Neill et al., 2020).
Organizational identification can also be linked to internal employer brand perception (Char-
bonnier-Voirin et al., 2017; Lievens et al., 2007). It describes employees’ cognitive perception
of how much they associate themselves with the organization (Ashforth, Mael, 1989). It is a
specific form of social identification (Lievens et al., 2007), achieved through the exchange of
appropriate employer brand values. However, it is important to note an even more significant
foundation the social exchange school laid for employer branding. The employer branding
definition itself states that it is the management of perception of different types of benefits
employees receive in exchange for their work (Alshathry et al., 2017; Ambler, Barrow, 1996;
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Cardy et al., 2007) and essentially describes using marketing principles in terms of both social
and economic exchanges. When it comes to the psychological benefits employees receive
for their work (Ambler, Barrow, 1996), those can be considered as entirely social exchanges.

4.2. Internal communication and employer brand(ing) through the relationship

marketing perspective

Just like the social exchange school, relationship marketing is highly interactive and is not
economically oriented (Lagrosen, Svensson, 2006). However, the focus of relationship marketing
are relationships. Relationship marketing proposes the application of marketing principles
in order to manage relationships between an organization and all its publics (Bruhn, 2003;
O’Malley, Tynan, 2000). Both internal communication and employer branding activities and
techniques are used to develop and maintain relationships between organizations and their
employees (Ambler, Barrow, 1996). If these relationships are managed well, they can contribute
to employees’ satisfaction, which in turn contributes to overall organizational performance
(Barrow, Mosely, 2005; Likert, 1967, as cited in Downs, Hazen, 1977). Internal communica-
tion helps create these relationships (Men, Bowen, 2017) while employer brand also has an
influence in forming them through “awareness, positive attitudes toward the 'brand, loyalty
and trust that the 'brand' is there for the employee” (Ambler, Barrow, 1996, p. 185).

Even in 1967, Likert recognized the creation of good relationships as one of the benefits of
communication (as cited in Downs, Hazen, 1977). Men and Yue (2019) agree. A strategic
approach to internal communication leads to quality relationships within the organization
(Gruning, 1992, as cited in Men, Yue, 2019). According to Men and Bowen (2017), creating
mutually beneficial relationships between an organization and its employees is the main
goal of internal communication. Those relationships are shaped through formal internal
communication, but also through informal internal communication by creating and sharing
organizational values, consideration of culture, as well as different employee groups’ needs
(Welch, 2011). Linke and Zerfass (2011) state that the quality of internal communication is
crucial for organizations, since it can improve organizational effectiveness by improving
internal relationships (Welch, 2012).

Even when they first defined it, Ambler and Barrow (1996) recognized employer branding as a
discipline of relationship marketing. As they see it, employees develop close relationships with
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their employing organization’s brand. They found that employee relationships are defined by
trust, commitment, shared values, and longevity of relationships, just like relationship mar-
keting. Alshathry et al. (2017) claim that employer brand value is delivered through employee
relationships. These relationships are described as either positive or negative, depending
on employees’ experiences of exchanging and receiving the benefits from employer (Cardy
et al., 2007). In order to ensure these relationships are positively perceived, all the defining
elements (i.e. trust, commitment, shared values, and longevity of relationships) need to be
managed appropriately, which means organizations need to ensure their employer brands

are perceived adequately (Alshathry et al., 2017; Ambler, Barrow, 1996).

5. Concluding remarks

Internal communication and employer branding are recognized as important tools for achie-
ving an inspirational working environment. This is even more emphasised due to the recent

global pandemic crisis, which provokes overall business transformation.

There are many studies corroborating the importance and the connection between internal
communication and employer branding activities, as well as their practical benefits for orga-
nisations. Studies have shown that there are many elements vital for the positive evaluation
of an employer brand, like good products’ or corporate reputation (Arachchige, Robertson,
2011; Ttam et al., 2020; Kissel, Biittgen, 2015); inspiring working environment (Schlager et
al., 2011), appealing compensation systems (Moroko, Uncles, 2008) etc., as well as effective
internal communication, which plays a central role in disseminating messages about com-
pany values to present and future employees (Neill, 2016). Even so, there is a lack of papers
examining the theoretical origins of these concepts. Therefore, the main contribution of this
paper is the analysis of theoretical origins that have led to the development of the internal
communication and employer branding concepts. The analysis shows that the exchange
process typical for internal communication and employer brand activities has its roots in
social exchange school theories, while the implementation of these activities relies on the
principles originating from relationship marketing.
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