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This study is order-based and it concentrates emthanizational purchasing practises
which affect in great deal to how marketing in business-to-business world is and how
it can be done. The aim of this study was to fintlwhat the case company could do in
order to get more clients. This problem was nardd@wn into four research questions
that relate to market environment, competitivedfi@lustomers characteristics and
marketing practises of the case company.

The fundamental hypothesis was that client behardrmarketing have an impact on
gaining new clients. Therefore the theory conceéesran theories concerning customer
purchase behavior and marketing theories, namelyréditional segmenting approach
and the new network approach in marketing and hese two can be combined.
Theories are presented based on literature arudesrtiAccording to the network
approach there are also other affecting factons tihe company and its client: therefore
also competition and market environment were ingatdd. Webpages and articles
formed the base for investigating competition whilarket environment was explored by
using secondary sources published by differentrorgéions. The customer purchase
behavior research itself was carried out in a tptale manner with phone interview that
was based on an unstructured questionnaire thatstemf three main themes: customer
characteristics, marketing and relationship with ¢hse company.

The outcome of the study was that the case compauiy develop the traditional ways
of marketing in order to improve their visibilitidlowever they should understand that
marketing itself does not guarantee success: tis important thing is to understand
changing customer demands and the market treratsi@n to act proactively - before the
competitors. It will be challenging to the case pamy to get new clients because
industrial networks change slowly but also becaifighe current economic situation:
there is not that much work to outsource.
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VAASAN AMMATTIKORKEAKOULU

Degree Programme of International Business

TIIVISTELMA

Tekija Eveliina Uusikyla
Opinnaytetyon nimi  Organisaation hankintakayttaysen vaikutukset
pienyrityksen markkinointiin

Vuosi 2009

Kieli englanti

Sivumaara 115 + 4 liitetta

Ohjaaja Rosmeriany Nahan-Suomela

Ty0 tehtiin tilaustyona ja se keskittyy organisa@®en hankintakaytéanteisiin, jotka
vaikuttavat suuresti siihen millainen markkinoibtisiness-to-business maailmassa on ja
miten markkinointia voidaan tehda. TAman tutkimukisevoitteena oli ottaa selville

miten toimeksiantaja voisi saada lisdé asiakkaugkimusongelma rajattiin edelleen
neljan kysymyksen avulla, jotka tarjoavat tietoarkknaymparistdon, kilpailuun,
asiakasnakokulmiin ja toimeksiantajan markkinoiaiténteisiin liittyen.

Keskeinen hypoteesi oli, ettd asiakaskayttaytymjagnimeksiantajan oma markkinointi
vaikuttavat uusien asiakkuussuhteiden kehittymis8isi teoriaosuus keskittyy vahvasti
asiakaskayttaytymisen ja markkinointiteorioidentgkusegmentoinnin ja
markkinaverkoston ympaérille. Teoriatieto esitell&djallisuuden ja artikkelien pohjalta.
Markkinaverkostondkemyksen mukaan on my6s muitieuttzivia tekijoita kuin yritys
itse ja sen asiakkaat: siksi myds kilpailua ja rRarlymparistoa tutkittiin. Kilpailijoita
tutkittiin kotisivujen ja artikkelien pohjalta jaankkinaympariston tutkimukseen
lahdemateriaalin tarjosivat esimerkiksi erilaissillisuuden ja kaupan alan
organisaatioiden julkaisut. Asiakkaiden ostokaytitenjsta tutkittiin puhelinhaastatteluin,
jotka tehtiin kvalitatiiviseen metodiin perustuétaastattelu pohjautui avoimiin
kysymyksiin ja siind oli kolme selkeaa teema-akedisiakkaan ominiasuudet,
markkinointi ja suhde toimeksiantajaan.

Tutkimuksen tulos on etta toimeksiantajan tulidiik&éa perinteisia markkinointitapojaan
parantaakseen nakyvyyttddn markkinoilla. Heidaisitkhlitenkin ymmartaa, etta
markkinointi itsessaan ei takaa menestysta: tatiedifi on ymmartaa muuttuvan
kysynnén ja markkinatrendien tuomat muutostargetdimia ennen kilpailijoita
liketoiminnan ja tarjooman kehittdmisessa. Uusisiakkaiden saaminen tulee olemaan
haaste, koska teollisuuden hankintaverkostot muattoitaasti: toisaalta myds nykyinen
talouskriisi vaikuttaa taustalla, kun ulkoistettawg6ta on jopa vahemman kuin yleensa.

Asiasanat ostokayttaytyminen, yritysmarkkinointihankinta, verkosto
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| BACKGROUND OF THE THESIS

This chapter provides an understanding of the reabehind writing this thesis. The
research objectives and limitations are presertkalfed by the outline of the thesis.

To make the research challenging it was decidedtiiearesearch problem should be
as practical as possible. A contact with a busimdigic representative was made to
find a real-life research problem. Business clisi@a service that is provided by the
university of applied sciences. It helps compahigging a research problem to get a
contact with a student who can carry out a resefocihem. Soon after, meetings
with a company representative were held in ordetefiine the structure the research
problem and define the topic more specifically.other words the thesis is done on
order.

The supply of manufactured parts is in mature stat@nnish aluminium industry: it
means that that the competition is well-establislaed therefore only a small
opportunity for getting more clients exists (Jag009). Therefore it is vital to know
how the purchasers of manufacturing companies rdakisions concerning suppliers
and what affects their purchases: the knowledgecarmimg these issues enables
small supplier firms to concentrate and improveirtmearketing making it both
effective and economical.

The case company is a micro business located irsa/dés annual turnover falls
between €400,000 and €900,000. The company is topeera the field of machining:
it supplies aluminium parts mainly for the hospitatiustry and for the vehicle
industry. The company’s position in the manufactgrinetwork can be better
understood by having a look at Figure 1 on nextpddne case company operates
both in the roles of direct supplier and indiregpglier. This means that customers
are provided with the needed product directly oodlgh another company, so called

“super supplier” that may provide a wide range efvies to their industrial end



customer e.g. manufacturing, purchasing and asgenidrvi, 2009; Yritystele,
2009a.)

[ Consumer Market ]

|
[ Industrial Customer ]

[ Direct éupplier ] [ Super éupplier ]

—[ Indirect Supplier ]
—[ Indirect Supplier ]

Figure 1. The Roles of the Case Company in the Industry.

The outstanding problem is getting new clients: ynadustrial suppliers face similar
problems as a result of the globalization, becatiseads to relocation of the
manufacturing facilities to cheap-labor countri€hat in turn shifts the demand of
components to other geographical areas. Also thgpoing economical crisis is
worsening the problems for small manufacturersabse the exports are not as great
in volume as before the crisis the demand for mectufed parts is decreasing
accordingly. Therefore many small suppliers ardeep trouble when the amount of
orders goes down. (Bingham et al., 2005, 3; J2009.)

From an undergraduate’s point of view the topimisresting in the light of graduate
employment: the business-to-business market is éhrbigger employer for school
graduates than the consumer market. Another pbinterest is that in school studies
the majority of the marketing issues are coveredubing bigger companies as
examples: however not the whole theoretical contehtbusiness-to-business
marketing can be applied to the operations of smaibmpanies: for example,
whereas big companies in many cases have a magkdapartment with many
workers, the SME owners usually carry out the miamgeactivities beside their daily
operations. (Bingham et al., 2005, 3; Jarvi, 2009.)



1.1 Thesis Objectives

The focus of this thesis is on finding out fact®atborganizations’ purchasing and
their needs that affect suppliers. It is vital todarstand organizational purchasing
and factors related to decision making in ordebéoable to understand how the
supplier can effectively and meaningfully targetrkesing to potential clients. When

looking at the case company’s current marketingnftbis point of view there may be

some actions that the case company needs to takeder to reach the potential

clients better.

The present customer base is interviewed asnt®itant to see what kind of clients
the case company is serving at the moment. Witesaarch of its clients the case
company can get an idea what is important in marfatithin the segments it has:
meaningful marketing can only be done by underst@ndthe purchasing
organization’s decision making and factors affegfrchases (Bingham et al., 2005,
3). It is easier and cheaper for a small compartyytto find clients from existing or
similar target segment than develop totally newnsmgs because reaching new
segments may require new skills (know-how) or neachinery or even entering
another geographical area. This means that the moynpishing to establish a whole
new segment may have to invest both in new wor&etsaining to improve know-
how and in new machinery in order to enable pradacof new products. These

ideas provide the basis to the following two reskajuestions:

1. How do the current clients make their purchasingsiens?
2. Is there something that the case company shoulehgehan its current
marketing practises in order to reach the clieptteb?

From wider, external perspective competition angoomg trends in the market are an
important indicator of the situation of the indystTherefore competition and they

are the most relative external attributes of tleeaid opportunities a company can



face in finding new clients (Internet Center for mMdgement and Business
Administration, Inc., 2009). That is the reason fowestigating them as well.
However, because the main focus is on businessdimdss organizational behavior
and marketing these topics are presented througlovanview made based on

secondary sources rather than having a wide theakrégase.

3. What kind of competitors does the case companythave

4. How do the general market trends affect the casgaay?

After these questions have been answered the caspany will be provided with

some recommendations of action based on the tlieone and the research.

1.2 Limitations

As the case company is located in Finland and saraost of its clients this study
concentrates on Finnish organizational buying biglna¥he industry field of the case
company (part manufacturing) and raw material (ahivm) also limit the companies
investigated. To include as relevant organizatiamgossible, and to get reasonable
limits to the organizations investigated, this studill concentrate only on the
existing client base of the case company. By ughiglimitation it is possible to get
an idea what kind of clients the case company shtarget based on its existing
client base: it is always cheaper to try to redants with similar needs than trying
to enter whole new production areas. In other wdindscase company can then have
a general idea of what type of clients they havithatmoment in terms of purchasing
behavior. The competitors researched have to beddythe case company in order
to keep the number of scanned competitors reasen@hls obviously is a limit as

also other competitors outside Finland might exist



1.3 Thesis Outline

This thesis divided into three main parts which &&ckground of the Thesis,
Theoretical Framework and finally, Empirical P#tter the background the reader is
provided with relevant theory frame.

The theory frame includes two main themes: orgdiozal purchasing and
marketing. First of all the nature of the businesskets is briefly described in order
to give an idea of what the general charactesisifcbusiness markets are. Then the
theoretical part provides theoretical backgroundufiderstanding customers. First of
all it provides information about the product typgmt they buy — both from
supplier's and customer’s point of view. The custoview about the importance
of a supplier's product is a strong indicator foe effort that the customer is willing
to take for the purchase. After this the procespwthasing and the people who are
likely to be active in decision making are presdntéis point of view is important
for instance because different people affecting dleeision making may have
different needs for information. Then the chapteves forward by presenting the
options where customers can find the solutions feomd how the novelty of the
purchase situation is affecting the supplier deaisithey make. The organization of
purchasing activities is affecting the decision mghkplace: from a supplier’s point of
view this is important information as knowledge tbe purchasing organization
enables the supplier to reach the right people itstmarketing communication. The
customer’s uncertainties are then introduced te gin idea what factors are critical
to the customer and how a supplier can match tlesertainties with its own
abilities. The marketing part is first introducittge traditional approach of marketing
which is segment target marketing. The network e@gn to markets and marketing
is presented next because the traditional markefapgoach by itself is not sufficient
in the light of todays’ theories. The chapter tlprasents the communication tools
used in marketing as the use of the tools diffensedding on the purchase process

situation and from the duration of the customeatrehship.



The Empirical part first explains the research psscand the methodology that is
applied. Then the validity and reliability of thesearch is weighted and after that the
case company is introduced based on the theordétarak. In order to give a wider
perspective and a more realistic picture of the ketang realities of the case
company, the market environment and the competédcgsintroduced next. Finally,

the conclusions are presented and suggestionartbef research given.
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Il THEORETICAL PART

2. The Characteristics of Business Markets and Marniting

There are many ways to define business-to-busimessketing. However, the
simplest way to put it is that it is marketing afogls and services to organizations. It
means that organizations are the customers in tinesekets rather than the
individuals. Ulkuniemi & Tahtinen add thatarket behavior includes the behavior
of buyers, sellers, intermediaries, and regulatorexchange relationships and that
all of these should constitute the focus of mankgt{Ulkuniemi & Tahtinen, 2004,
2). There are three dimensions under which the bustieelsasiness markets differ in
comparison to consumer markets and these dimenar@nmarket structure, buying
behavior and marketing practise differences. (Baangt al., 2008, 2-3; Ulkuniemi &
Tahtinen, 2004, 2.)

Market structure in business to business markedgfferent compared to business to
consumer markets. The first element under this dgioa is the nature of demand
which is derived. It means thdhe demand for raw materials and other means of
production is indirect and is derived form the diredemand for those directly
serviceable products which they help to produ¢Bfennan et al., 2008, 8). Direct
demand is that of the consumers and business deisiaedved from the demand of
consumer markets. The second element is the demlastcity which means the
degree of which the demand is dependent on thee.phit business-to-business
markets the demand is less likely to decrease Becafuprice increase. Nevertheless,
reverse price easticity is more common than in gomes markets: that means that if
prices go up, the businesses make bigger ordevsder to guarantee that they will
have enough supplies. This is a result of the apamthat there is a price increase
when sufficient amount of products is not availainlehe markets; in other words,
when the demand is higher than supply. Howevegeireral, the price of components

is less likely to influence on the bought componguantities than sales forecasts.
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The third difference in market structure betweenstmner and business markets is
that the markets are more fragmented as a resgheat heterogenity between clients
as the ways how organizations conduct businesshandthey are structured vary
greatly: from local micro businesses to global malionals that have locations all
over the world. It is also worth noticing that eviough the business market size
might be greater in overall value, the number ofdrs is limited and they are often
concentrated on the same geographic areas. Highwregtration of demand is
problematic from the monopsony point of view. Mosopy is similar to monopoly
with which it correlates: it means that the bussneas a high degree of power over its
suppliers resulting from the concentrated buyingvgro Usually firms holding
monopsony advantage possess wider share of thenveismarkets and therefore are
big clients to their suppliers as well. That resuft a position where they have great
power over their suppliers. (Bingham et al.; 2005, 8-9; Brennan et al.; 2008; 6-9,
11-14.)

Organizational buying behavior and marketing psactdifferences in business
markets will be further introduced in latter chapte Therefore only brief
characteristics are described here. In generabripnizations are professionalized in
buying resulting in more professionalized buyinggadures which involve formal
decision making: this is not the case in consumekets. Also the currency amounts
used in purchasing often tend to be high. Diffemmairket structure of the business
and consumer markets contributes to the way hovbtiying beavior differs within
them. Different buying behavior and market struetiur turn affect the way how
marketing is carried out: as a result of the ddfeiated buying behavior and the
market structure of the business-to-business nwrkké marketing tools that are
used differ a lot from from those that are usedusiness-to-consumer marketing.
(Bingham et al.; 2005, 7-8; Brennan et al.; 20Q84#15.)
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3. Understanding Customers

As important as it is to understand that the bissifte-business world is complex, the
customers, their behavior and aims also has sogmifiimportance in business-to-
business marketing. Everybody in the markets atwea@nd also affect to other
companies. Therefore it is vital to know the ré@g of the buyer behavior: this
chapter will provide an understanding of what teenpanies buy, how they buy it
and who is involved in buying process. Also the inaitons behind choosing a

certain kind of supplier are enlightened.

3.1 What Do Organizations Buy: the Offering

It is hard to separate products bought in the coresumarkets and in the business
markets because same products are often purch@ibedmarket differences are
mainly an outcome of different customer charadiess The business market
products can be classified in two ways: by theesystlassification or by fourfold
classification. System classification evaluates radpct from the sellers (i.e.
suppliers) point of view. The fourfold classificati concentrates on factors that are
important from the buyer’'s point of view: the effdtime, cost) required from the
customer and risk that the buyer perceives thehages involves. Resulting of the
different orientations the two classification sysseshould be used in complementary
way: it makes it possible to compare the selle€scpption and buyer’s perception of
the same product. (Brennan et al.; 2008; 15,17.)

System classificationgives an idea about the use of a product and égeed to
which it is intergrated into the final product. Tégstem classification is based on six
types of productsRaw materialsare basic materials needed in production, e.galmet
ores. They are unprosessed and are subject to fhuceiations. Manufactured
materialsand parts are prosessed goods and can be intégnétefinished product
directly, e.g. component partsistallationsrequire huge investments from the buyer

and can be treated as investments in accountingauBe they require major
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investents the customers usually carefully plars tkind of investments e.g.
engineering equipmenfccessory equipmengse smaller items but they can vary in
their price so that the more expensive items cantrbated as investments in
accounting and the smaller are thought to be exgseresg. hand tool84RO items
(maintenance, repair and operating) are smallensitéhat help in running the
business, e.g. office supplies, lubricants. Busirsesvices are the last sector in this
classification.Business servicesan be further devided to the maintenance & repair
and business consultancy services. Hutt & Speh4(2P0-22) divide these product
types into three categories: entering goods, foumaayoods and facilitating goods
(see Table 1 below). Entering goods are a partfofished product and foundation
goods are capital items. Facilitating goods are integrated in the production
process or into the product but they help to riendbmpany operations. (Brennan et
al., 2008, 15-16; Hutt & Speh, 2004, 20-23.)

Entering goods Foundation goods Facilitating goods
¢ Raw material e Installations e Supplies (MRO
e Manufactured « Accessory items)

material and parts equipment » Services

Table 1.Product Division(adjusted from Hutt & Speh, 2004, 20).

The fourfold classification concentrates on the effort the buyer is prepavddie in
purchasingConvencience productsrm the first fold. The risk and efforts perceive
in this fold is little for the buyer. Therefore notuch time is used in scanning the
potential suppliers. MRO supplies in the systenssifecation relate to this fold.
Preference productsequire a bit more effort and involve bigger rithkan the
convenience products: this indicates that the pisceisually higher compared to
convenience goods but the perceived risk of malingng decision is outstanding.
Smaller accessory items relate to this f@thopping itemsthe third fold, contains

both high perceived risk and high effort. Becaus¢he higher percevied risk and



14

effort, buyers are likely to use time and efforstan through the suppliers in order to
find the best one. The risk is outstanding as tredyrct can directly affect the
customer’s reputation in a negative way in thesheid goods markets if wrong
decision is made. This fold consists of producke Imajor accessory items and
manufactured materials and parts. The last, butioéy not least, is thepecialty
productsfolder. This fold is perceived to be the most riskd to require huge efforts
from the customer. This fold differs from the formmme mostly by the effort that the
customer is likely to take. When the purchase arhagihigh and the product is
complex the buyers are prepared to use lots of éntkenergy in order to making the
right decision about the supplier and solution.sTtald can fall either into highly
specialized business services category or to lastals category in the system
classification.Figure X below shows how the pereceived risk and effortceamng

different product groups.(Brennan et al., 2008) 17.

~
RISK Specialty
Shopping
Preference
Convenience EFFORT
/

Figure 2. The Fourfold classification: Perceived Risk andoiff
from the Buyer Perspective.

3.1.2 Other Elements of the Offering

Ford et al. make an addition by stating that therofg of a company is likely to
include also other elements than product, nametyic®e advice, logistics and
cost&price. (Ford et al., 2007, 164.)
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Service can be an important part of the offeringuisTis the outcome of the
specialization of companies: it is rare that onmpany can provide all parts of the
offering by itself and many customers have needyirements. Nowadays service

often replaces a product, e.g. leasing. (Ford.e2@07, 165-166)

Delivery can often be a critical part of an offgrins when and how an offering is
delivered can be a significant part of supplieistomer problem solving because it
contributes in gaining long-term productive customaationships. It can also help a
company to stand out from its competitors whenpitegluct is undifferentiated from
competitors’. (Ford et al., 2007, 166.)

Advice means the suppliers willingness to help easing the customer’s
understanding of its problems and about the salatiand abilities that the supplier
can offer to overcome the problems. Advice from thepplier is especially
appreciated when a client has high need and manket¢rtainties and when the
problem that should be solved is complicated. & ttlient has a transaction
uncertainty the advice should concentrate on tHvetg, cost and implementing
part. (Ford et al., 2007, 167.)

The costs and price element is an important parthef offering as the price a
customer actually pays for an offering is only aalinpart of the overall costs

concerning that offering. The effort a customeretakn order to get an offering is
counted as a cost as well because the time andjyenmsed in to the offering

development process is away from something else.chst and price element also
relates to the signifigance of the customers problé client perceives solving a

certain problem important it is also willing to sigemoney and time on it. Therefore
the price a customer is willing to pay does notassarily relate to the supplier's own
costs: in this situation it is good if a suppli@ncsolve this conflict by saving its own
costs. It can do this by substituting or changitggnents of the offering. (Ford et al.,
2007, 167-168.)
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3.2 Purchase Process & People Affecting to Decis®n

The purchase cannot be considered in isolation fotimer activities in the firm: a
number of interrelated actors are participatinger€fore a purchase should be
comprehended more as a process which involves predétém recognition,
determining products specification, supplier anddpict search, evaluation of
proposals and selection of suppliers, selectioordér routine, performance feedback
and evaluation. It depends on the purchasing stdgeh marketing communication
method is the most effective on@ingham et al., 2005, 102-104; Brennan et al.,
2008, 34-35.)

The purchasing decision is seldom made by one pefsgurchasing process more
likely links people and activities of the firm tdber and therefore there are many
people who have their say in the purhasing procesgators, deciders, buyers,
influencers, users and gatekeepers. Initiatorst $tee process by requiring the
purchase item. Deciders decide on actually makiregy gurchase. Buyers do not
necessarily choose the product purchased: howelvey may affect to the
requirement modification. In addition, buyer maragjee purchasing process and in
somes cases even chooses a single supplier fronoup @f suppliers that other
parties have named. Influencers affect the suppheice by recommending a certain
supplier and therefore can have a notable impath@rvaluation of a supplier: they
can come from different departments in the buyirganization. They all may have
different opinions about the selection criteriadisSEhe users are those who actually
use the product and who, in many cases start ttehasing process by asking for an
item. They have an influence for the requirememcgjration as they are the ones
who use it. After the purchase they participatethte evaluation of the supplier.
Gatekeepers are also involved in purchasing dectisiaking process: they manage
and control the information flow within the netwook actors. That means that they
maintain the contact between suppliers and diftegarticipants in the decision

making process. The people who affect the purchesesess may come from several
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different departments in the company and therefdoseipplier wanting to satisfy its
clients should take all the influencers into coesations in the information they
provide about their offering: technical departmsninformation need differs
signifigantly from buying department’s informatioreeds. (Bingham et al., 2005,
108; Brennan et al., 2008, 39-41; Ford et al., 200%; Hutt & Speh; 76-77.)

3.3 Where to Find the Solution in Different Situatons?

A company’s all purchases are related to the otlhdren a company faces a problem
it will seek to solve the problem through existirggationships or search outside of
those relationships. It depends on the situatifezbrs where they will seek to get
the solution. These factors include the particpfablems and uncertainties they have
to deal with, previous experience of solving theolpem, the relationship
expectations that they have for each of their imiahips with suppliers, their own
organization structure and resources they hava, viev of the network in which
they operate in and the buying situation that tweydealing with. (Ford et al., 2007,
107.)

Who to lean on?

A purchasing company has a variety of supplierti@iahips that consists of both
high and low involvement relations. These two fiefahip types provide different

opportunities for a company. In a relationship ighhinvolvement both parties adapt
to each other: by adapting operations or by adgptie offering. A relationship of

low involvement does not require as much coordomatadaptation and interaction
from the companies. Many purchasing companies iptieése kinds of companies for
routine problems: however the customer should pezdde supplier to require only

a little attention and to be effective in its ogemas. (Ford et al., 2007, 107.)

An existing supplier relationship may have high importance to the customer

resulting of high payments or as a result of itsitgbutions to the technical
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development. Sometimes the relationship might bgomant because the supplier is
valuable to some other party in the customer’'s ngiwNevertheless, the important
relationships are not always those of high involgatn Also low involvement
relations can be important. Relationships of giegiortance tend to be long-term
relationships. The relationships do not exist beeanf their convenience but because
the purchasing companies evaluate their existipgler relationships based on their
value to it, their problems and the cost of esshlitig new relationships before
turning to a new supplier. At this point it is inmpant to understand that the
relationship is not stagnated: it is always likedychange resulting from similar or
different interests of the supplier and the custone other words, the option of
seeking solutions to problems from an existing ti@hship is a dynamic process.
(Ford et al., 2007, 108-109.)

Even though searching and developingeav supplier relationship takes time and
money the purchasing company may seek to find atieol outside of its existing
relationships. The reasons for this are many. Ijirfte company may have a new
kind of problem. Secondly, the problems may havenbehanged because of the
outside developments: customer requirements orligapgferings may have been
changed or new competitors emerge. Thirdly, thepaong may be unsatisfied with
its existing supplier relations due to bad perfanoeor because they may not be
competitive. Finally also the supplier may end tdlationship: it may have evaluated
the relationship not to be beneficial due to toghhrequired investment or it may
simply wish to put more resources elsewhere. Whaarehasing company is looking
for a solution outside of its existing relationshipmay re-define the problem and the
potential solutions to it, and seek an alternatight away outside of its existing
relationships. If a supplier wants to be considesasd potential supplier in this
situation it should seek to be involved in thesévdies by helping customer to
define the problem and relating its offering to fireblem: not ony desrcibing the
features of the product. The supplier should als@iepared to compare its offering

to those of the competitors’ in order to give thustomer an idea of how the offering
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provides a potential solution: not only contrast technical specifications of the
alternative offerings. (Ford et al., 2007, 109-110.

Buying Condition Effects on the Supplier Choice

Many of the business marketing experts suggest tthere are three alternative
situations for buying: they are new task, modifiebuy and straight rebuy. It
depends of the buying organization’s familiaritydagxperience of the product and
the amount of available information used whichladse is applied. These factors in

turn affect the number of the suppliers considered.

A new taskbuying situation indicates that a company facesohlem it has not had
before. Therefore it does not have previous experirthis in turn results in an
increased need of information and it can increadseamount of potential suppliers
considered. In this situation a supplier can ineeeds opportunitites by trying to
involve itself in the buying process at earliestgible stage by getting information
about the problem and requirements it should addaesl provide proposals that
match the requirements of the customer. Those mupphho already deal with the
client have advantage over the new ones but alep #sfhould gather up-to-date
information of the changing needs of their clietitat enables them to provide
support to the customer in new task situation. Bam et al., 2005, 106; Blythe &
Zimmerman, 2005, 24-25; Brennan et al., 2008, 3%-37

If the customer is making modified rebuy it means that some specifications of the
problem differ compared to previous purchases edldb the same problem. This
kind of buying situation may be an outcome of angeain the markets, e.g.
technological development or competition. In othesrds, the client is already
familiar with the product but needs some modifimas to be made. A modified rebuy
can be either simple or complex. It is simple i thurchaser is familiar with the

markets and the product and therefore knows wigefied the supplier. It is complex
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if the client knows what kind of product will besiit to solve its problem but is not
familiar with all the alternative suppliers. Thergpliaser is in strong negotiation
position because there are lots of alternativesveler the purchasing company
usually does not seek to widen its supply basé does not see some benefits in
doing so. (Bingham et al., 2005, 107-108; Blyth&igmerman, 2005, 24; Brennan
etal., 2008, 38.)

Straight rebuy takes place when the client has continous needdore product.
These purchases are not considered as importattieasvo previous ones. The
purchasing company already knows the product aadnérkets and therefore is not
prepared to invest time and money to seeking neerrdtives: as they have
experience they have well-developed purchase ieritend take the choice only
between few suppliers and typically order same pebdand same quantities.
However, to keep their technical view updated thaght sometimes turn to new
alternative suppliers. In this situation suppliefso already have relationships with
the customer have to ensure that the customerrdudsave any reason to switch to
some other supplier. To ensure that client hasomaptaints or resolve any problems
emerged the supplier may need to have regular ngsetwith the customer.
Automated reordering can be used to ensure thapuhshase does not require too
much efforts from the client. An outside suppli@nanot do much but it can try to
make purchasing tempating by making the total obstaving this supplier as low as
possible: low product price by itself is not liketp make the purchaser to buy
because there are risks involved in switching dapp{Bingham et al., 2005, 107,
Blythe & Zimmerman, 2005, 24; Brennan et al., 2088)

3.4 Characteristics of the Customers

The main organizational factors that affect purcigractises are the organization
of the purchasing activities and the customer uacgres and abilities. Customer

uncertainties and abilities in turn define the digocharacteristics that are preferred.
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(Ford et al., 2007, 57-60, 112; Gadde & Hakans$684, 27-29, 124-125.)

There are two main approaches in organizing thehasing activities: they are
centralization and decentralization. In practisesth approaches are rarely in their
pure form: in fact combinations of these two modais used in order to gain the
benefits of both models. Knowledge about the ogion of activities is important
for a supplier as it defines who the supplier sdoapproach in the customer
organization.Centralized purchasing activity means that all the supplieghasing
functions take place in one location. This gives tompany a better control and
coordination over their purchases. It also enahlesmpany to order huge quantities
with lower price: they achieve economies of sc@lentralization improves resource
distribution and increases professionalism in bgyas it enables purchasing staff
specialization in to different item groups (raw gréls, equipment, components,
services etc.). However centralized purchasing hallenging from the internal
communications point of view: it can bring a lotlafreaucracy in an organization as
the requests for items may take long time to algtugd to ordering stage. In other
words the information flow between the central pasing department and the using
unit is not smooth. (Bingham et al., 2005, 101;drFet al., 2007, 112; Gadde &
Hakansson, 1994, 27-28, 123-12B¢centralized way of purchasing means that
different business units can make their own dewssiconcerning suppliers and
therefore the decision making is more near to theéesentralization enables them to
have more say in the purchasing decisions. Thexefdormation flow is smoother in
an internal level. The idea behind decentralizat®ithat purchasing should not be
handled separately from the overall operations d@fusiness unit as it is such an
integral part of the operations. However the pusehs cannot specialize in as narrow
product group purchases as in the centralized maletefore the professionalism
level cannot be as high as in centralized modet. difallenge in this view is also the
coordination and control over all the individualitan (Bingham et al., 2005, 102;
Ford et al., 2007, 113; Gadde & Hakansson, 19942280, 123-124.)
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3.4.1 Customer Uncertainties

The customer uncertainties relate to need, manketti@nsaction and their abilities
relate to demand and transfer and an undertandirtjese is needed in order to
match them. The ideal situation for a customesdtve its problem by making a
purchase is when it knows what kind of solutionniseded, has relations with
suppliers that meet those needs and that the supdiivers the required offering
according to its promise (time, content, price .ekc)reality this kind of situation is
rarely true for the customers. Ford et. al (2007, Bave presented uncertainties that
customers have in their purchasing operations: #ffact to the qualifications that
customers require from their suppliers and theeefiois very important for a supplier
to understand and to match them. (Ford et al., 280-60.)

A customer faces aeed uncertainty when it is not sure of the solution that would
best solve its problem. These kinds of customexdikely to need a long time over
their purchase as they weigh the different optioitsey keep active contact with
suppliers in order to get advice about potentialtsans to their problem: what to buy
and how the problem is solved. These kinds of enete prefer the suppliers that
they know: the trust element is present. Also Ietegdpliers may be appreciated. This
kind of company is likely to trust large amounttbgir supplies related to certain
“problem” on the hands of one supplier. (Ford et2007, 57; Ford et al., 2003, 45.)

Market uncertainty in turn arises when the customer knows the probieat is
aimed to solve but faces numerous options to siboy different suppliers. This
situation can also be a result of rapid technokdgievelopment: many new solutions
come into existence at the same time and the coyngb@es not know which of these
the best is. In other words the options in the Bappase and the technology are
causing uncertainties. A company facing market tacgy is likely to take its best
effort to find the top alternative for supplier afwd the problem solution. (Ford et al.,
2007, 57-58; Ford et al., 2003, 45.)
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Transaction uncertainty can face customers who know what they want, who
supplies their requirement and what kind of sohlutimest solves their problem.
However in this situation the company might haverries concerning the
transactions between the two companies. These taimdess relate to the suppliers
ability to fulfill its promise in delivery time, ality, quantity, price and so on.
Transaction uncertainty is most general in situatwhere many suppliers have
similar offerings or where implementation of th@miise is important. The customer
is likely to choose the alternative that least esusosts and trouble. This kind of
situation can lead to many kinds of outcomes. Atamer might monitor and
investigate the supplier carefully or it might tty develop the supplier to the
direction where it better fulfills their demand.ifidty it can cause the customer using
many suppliers and by this minimizing the dependemt only one. Also short term
focus with suppliers can describe this client tyyhen a customer wants to develop
the supplier it indicates that client is prepamthvest in the relationship. If the client
wishes to reduce the dependence or avoid high vewaént relationships it is more
likely to purchase standardized offerings. (Foralet2007, 58-59; Ford et al., 2003,
46.) To match with transaction uncertainty the $ieppnust have transfer ability. If a
supplier has transfer ability it is likely to belalo fulfill its promises and comply
with customers requirements with regard to agreest pdelivery terms and time and
other characteristics of the requirement. Also stdal standards are developed to
make comparison of different suppliers easier auilice the need of control by the
buyer. Transfer ability requires cooperation andordmation between many
companies, e.g. logistics and service companiexd(Et al., 2007, 60; Ford et al.,
2003, 47.)

So how does this information benefit the suppli€ifere are two ways in which a
supplier can use this information. Firstly, it day to increase the customer’s need
uncertainty by emphasising the purchasing complexihe second option is to
actually match the customer uncertainties with [@ebsolving or transfer ability. In
other words the supplier can take effort to de@dhs uncertainties. The supplier's

abilities are also a way for it to differentiatedlf from the competitors. Over the time
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however, the customer’s uncertainties may changetha beginning when the
customer does not know all the alternative supplard solutions it can have high
need and market uncertainty. When it gets more l@mmivith those factors the
importance of a supplier to fulfill its promise iiscreasing. (Ford et al., 2007, 60;
Ford et al., 2003, 46-47.)

Figure 2on next page shows that the customer’s need arkemancertainties can be
matched by a supplier that has the ability of probkolving. Alternately, a customer

who has transaction uncertainty should turn toppber that has transfer ability.

Supplier Customer

Problem solving ability _ Need uncertainty
Market uncertainty

Transfer ability |:Fl> Transaction uncertainty

Figure 3. Matching Supplier Abilities with Customer Uncertizés
(adjusted from Ford et al., 2003, 45).




25

4. Marketing Approaches

The following ideas provide us with a view how tlgproach to business markets
and business marketing has changed over time. Noysaid is understood that the
business customers can and need to be active gr todget exactly what they
require. Because of the increased trend of speat&n the business customers
concentrate on their core competency areas antbakeng for complete solutions
instead of just concentrating on a single produat. this approach buying
organization’s own activity is required to give pliprs an idea of the requirements
for their offerings: for instance the businessrdliean be active also in developing an
offering with a supplier. (Ford et al., 2003; 2133.)

No actor in the business market can operate alorisolation from others: all the

actors in the markets are active. Therefore theketiag actions conducted by
supplier may not always provide the desired outcasehere are also many other
actors affecting to what is going on: what the cetiiprs are doing, what the general
industry trends are and so on. In other wordspastare also interrelated. (Ford et
al., 2003, 5-9; Gummesson, 2008, 299.)

In new marketing approaches the idea has beemthabmpany can make complete
offerings based solely to its own resources. Thepanies are dependent on others in
developing skills and the network can be used Es@aurce pool: as a gate to access
other resources. Working in network requires wagKiwith, through, against or in
spite of others'(Ford et al., 2003, 9; Ulkuniemi & T&htinen, 2003,)

Bjerke & Hultman (2002, 101-103) have brought ue ithea that SME marketing is
different from bigger companies’ marketing. In aMEthere may be one dominant
decision maker when in bigger companies the detisiaking is usually rigid. In
SME’s decision making it is entrepreneurial, whati the traditional point of view

seems to be non-rational and unstructured. SME etiatk also reflects this
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approach. It is intuitive, loose and unstructured tharacterizing features being
constant change and flexibility. The SME behavisrniot only affected by the
entrepreneur as the resources and capabilitigsedirnm also have an effect to what
is done and how.

4.1 Traditional Marketing Approach

Traditional marketing approach is the market segat@m and target marketing. In
this approach the marketer investigates differdignt types that exist within the
market and divides the market into customer segsniiatt can be served in similar
way. The supplier’s operational decisions shoulthésed on the target segments that
the supplier has selected. A supplier should ta@eustomer segments in which it
possesses competitive advantage. This advantagalized by offering customised
offerings or offering same product with lower totdsts than the competitors.
Segmentation provides the idea that marketing eaddme by segment: the selected
segment should be then targeted with marketing daygusufficient marketing mix
(so called 4 P’s) formed by product itself, itsgomg, the place where it is sold or
distributed and different promotion methods. Segai@n brings many benefits.
First of all it will deepen the supplier’'s understiing of its clients as segmentation
requires studies of customer characteristics. Tipplger's understanding of its own
capabilities and understanding of the buyers esatile supplier to select those
segments that fit its own abilities. Because a kepgalso has to consider competitors
in addition of these other factors in order to knehere it stands, it will get a good
understanding how it can can better decide thetpbdé market segments and then
manage and plan the marketing activities targeted tertain segment. Ford et al.
(2003; 3, 7) have criticized that this approaclchsystallized around offering and
markets and that it does not really manage to caphe realities of the markets.
Figure 3 on next page provides an understandintdpisfview of markets which is
really simple: suppliers supply parts to clientsovthen combine their own offering
into a piece that goes to final clients. (Brenntale 2008, 148-150.)
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Supplier Business Consumer

Market Customer Markets

Figure 4. Traditional View of the Market&djusted from Ford et al. 2003, 14).

Segmentation can be done at more general macrbdesianore specific micro level.
At the most general level the segmentation dimersstan be observed while at the
core level they are more specific and subtle ang become clear only in close
relationship. The most general dimension of segatiem is calledirmographics:
this dimension includes the industry and compang and the location of customers.
The expecation is that the needs and behaviorimuitasin the companies of same
size or sharing the customer location or operatingpe same industry. (Bingham et
al., 2005, 184; Brennan et al., 2008, 143-152.)

Operating variables is the second dimension to consider in segmemtairocess.
These variables include customer's company teclgyolproduct and brand-use
status and customer capabilities and strategic. typehnological ability is usually
affected by the size of the potential client: biggempanies have better abilities to
invest and they have up-to-date equipment. Thataftectt the requirements they
have for their suppliers. Investigating the prodaod brand usage status means
concentrating on the potential readiness to useoféering and the usage of an
offering (heavy, light, meduim). Heavy users aref@med but the light users of today
may be those that have potential to grow in futdeexplained earlier, the customer
capabilities and uncertainties can be directlydihko the kind of suppliers and the

requirements for suppliers that it is working withnderstanding the customer’s firm
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strategy is important. However it may be diffictdtinvestigate whether the potential
customer is an innovative prospector, efficientedder, efficient and adaptive
analyser or a reactive party that has no strafBlgg.reactive approach of a client may
predict future problems as it only reacts to thanges in the market: in rapidly
changing markets proactive actions are in manyscesguired to keep up with the
competition. (Bingham et al., 2005, 184; Brennaal 2008, 156-157.)

The purchasing approach of a client is third dimension and that includé® t
organization of the buying. In order to know whoctintact one should be aware of
the purchasing organization (decentralized or edin&d), the power structures (who
in buying organization affects and how). Previoxpeziences affect the kind of
buyer-seller relationships that a customer prefsosne companies look only after
their short term interests and therefore are likelghange suppliers frequently while
others may prefer long term relationships in ordefearn and teach a supplier to
match their needs. Purchasing policies and suppétgction criteria is different in
different organization and some of them may usedptermined dimensions to assist
in the supplier selection: the factors can be pfeg. purchasing, total life cost),
technological performance and quality of the suppdyvice. Knowledge of the
criteria enables supplier to understand how wallabilities are able to meet the
requirements. (Bingham et al., 2005, 184; Brennah. £2008, 158-161.)

The fourth dimension of segmentation bassitigational factors and falls strongly
under the micro level of segmentation. There may Ispecific need that has arised
due to a change in the market place, e.g. somédisugannot deliver its offering
according to its promise and therefore its cliamtkly needs another supplier to fill
in. A customer’s buying behavior may change acecwydo the situation also for other
reasons, for example, depending on the quantitghased. (Bingham et al., 2005,
184; Brennan et al., 2008, 161.)
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Personal characteristics of buyersare the last dimension. The company puts a
frame to the buying process but ultimately they d&ne people inside the
organizations that make purhcasing decisions. Soitttem may be picky due to
perceived risk or other factors and some of theny acually share similar views
about the supplier. This type of information suepls obviously more likely to gain
when it has already established a relationship waittlient. However this kind of
knowledge enables a supplier to better plan marggedctivities to that single client.
(Bingham et al., 2005, 184; Brennan et al., 20@3,-162.)

Figure 4 on next page shows how the customer clesistecs can be divided into
levels different levels according to the ease wdiging. Macro level is easier to study
as it is more general and observable. Studyingrapeoy in micro level requires
knowledge and personal relations to customer aslahels are more customer-

specific and subtle.
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Macro:
General, Organizational demographics
Observable * Industry

e Company size

* Location

A

Operating Variables
e Techonology
¢ User-nonuser status
e Customer capabilities (financial)

Purchasing approaches
¢ Decision making organization
e Purchasing policies
e Purchasing criteria

Situational factors
¢ Urgency
« Application
» Size of order

Personal
characteristics

* Motivation
4 ¢ Buyer-seller dyad
Micro » Risks perceived

Specific,
Subtle

Figure 5. Levels of Segmentatidadjusted from Bingham et al., 2005, 184).

Segmentation and the use of gained informationploagive outcome for a supplier:
segmentation enables the supplier to decide thaskan clients it wants to target and
target marketing to preferable clients. Carefutlgtaf the markets enables a supplier
to know where it stands in the competition and Whitd of segments it should aim

to reach with its marketing communication (Breneaal., 2008, 149-150.)

It is important that criteria for segments can beasured and distinguished regarding

the firm size, its capabilities and supplier setectcriteria and realistic potential
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order sizes. It is not possible to separate diffesegments without this kind of
measurability. Secondly, a segment needs to bessibbe. It is no use to target
segments with which it is not possible to commutgceesulting of distance or
language or to target a segment with a suitablerioff: however, nowadays
technology has made the communication between firoms different regions easier.
Thirdly the potential target segment has to be ifaole. It is no use to target
segments that are too small as it is too expensiviitat kind of segments the clients
have to be prepared to pay more for the offerimgalfy the supplier has to consider
the actionability of a segment: the efforts to ¢&ir@ segment are useless if the
customers needs do not meet with the suppliersinffee.g. supplier is not able to
deliver what is asked for in terms of technicaluiegments, quantities or price. There
has to be a certain degree of compatibility betwtberseller and the buyer. (Brennan
et al., 2008, 163-164; Hutt & Speh, 2004, 175.)

4.2 Network Approach

In the traditional marketing thinking a companydalcomponents and raw materials
of its own offering from suppliers that competewdfuality and price. It then
combines the parts to its own offering and hasotomete with other offerers with
quality and price. This view however, ignores tleéehogenous characters of
suppliers, customers and competitors. They vasyze and in importance. Many
researchers have also critizised the traditiongl efaseeing business marketing and
markets too linear and narrow: the business madcttss are not only connected
with each other by a linear chain through a simglepany. Network approach adds
value to the discussion: in this approach the ntaskeeen as a dynamic network and

takes a wider consideration into market environm@@drd et al; 2003; 13,15.)

Network put in a simple way is a structure whereayneompanies are connected with
each other by different ties: the relationshipsg alifer in importance (see Figure 5

on next page). Both the companies and all relatipssoetween them have different
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content due to the different resources of the camngseand the history of their
relationships which, in turn, guides the future ectptions and behavior. Different
actors in the business markets have different adrores with each other and they are
interreleated in many ways rather than just thraagingle company. In addition to
difference in importance, the companies in the petwary also in terms of the other
networks they involve in and in the way how theg@pe. A defining factor of
networks is their stability: it means that the Imesis relationships are usually
characterized by longevity. Because of that thevogts are quite stable as well. That
is why the markets as whole change sloprd et al; 2003; 13,15; Ulkuniemi &
Tahtinen, 2004, 13.)

Individual .

Suppliers

Supplier

\

.,Q/O

I Individual
© Q customers

Figure 6. The Supplier in the Netwo(ldjusted from Ford et al, 2003, 14-15).

Competitors

L
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Operating in a network requires an understandingeoforking as an interactive and
simultaneous processhere are several active “players” on the figlthe same time
who all act and react according to their view @itlown position and positions of
others. Also assumptions about others’ reactiofextto the way how company does
networking. This kind of view affects also the wayw buyer will select suppliers
and how it connects those suppliers to each osloene buyers may seek to buy
directly from single suppliers while others mayfpresupplier hierarchy lead by
“super suppliers” through which smaller and lespontant supplier contracts are
made. In this context the supplier’'s own actionplanning and managing that do not
consider the market as a network have quite ltlee: not all the actions and
reactions in the market place are stimulated byrtaeketing done by a supplier. All
companies’ freedom to act is limited based on teeisting relationships that require
investments and have costs. Companies have redatpsalso with other customers
and suppliers: therefore they have to concentmaterated amount of problems. This
means that a client may have many suppliers theah stmilar but each of them
solves a separate problem for them: some supptiaysoffer huge volumes of
products with low price while some might sell smadlumes with higher price and
deliver it fast. In the buyer’s case the limitatimeans that if it invests a lot of money
to working with one supplier for example in reséeand developing, that restricts its
ability to work with others. Similarily if a supgl has invested a majority of workers
to make products that are ordered by a single mestthe workers time is tied to that
work and that restricts the supplier to approatieotlients. Therefore the supplier
has to consider the amount and type of clients lwhiis able to serve rather than just
trying to gain as many clients as possible, i.eytshould develop a customer range
that is compatible. This means that a companydasrsider the both the client
types it can effectively serve simultaneously afwkind of clients it wants to serve
based on its uncertainties and competencies. Nkimgpis not restricted by the type
of the company as every company on the businebsigmess field is a middleman

that has both suppliers and customers. Networlkimgither solely based on
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cooperation nor competition as it involves alsokiryg with, through, in spite of and
against others. It can also be bi- or multilatasalt can take place only between two
firms or it can be expanded to cover many. Becausampany’s knowledge and
view of the network is based on its own perceptitiesimage of it is always
incomplete and thus leads to learning by doinghasbompanies react and act in the
network according to their own assumptions. Thggests that the marketing in
business-to-business field is always occuring neg@ context. (Brennan et al., 2008,
103; Ford et al., 2003, 15-16, 18, 175-179; Gumom&s2008, 299; Ulkuniemi &
Téahtinen, 2004, 11-12.)

In addition to the factors described before, congsaare affected by many other
factors and therefore business markets should terstood as a dynamic whole — as
a network. As a result of globalization and incezhspecialization of companies, the
speed of changes is increasing and also otheraatfiect than only the domestic
market forces: today companies all over the woddehaccess to similar
technologies. In fact, that and other similar festestrict the autonomy of any actor
in the network, incuding supplier. Therefore théas cannot be tought as isolated
events but they have to be related to complexioglstiip patterns in the network and
to the time: what has happened in the past inatioekship will affect the future of
that relationship and what happens in a singldiogiship will affect the whole
network structure. The traditional view of businesstegy fails to see the
interdepenencies and influences in the businesklwad therefore provides an
unrealistic view of business world. Therefore stggtshould be seen s process of
building, managing and exploiting relationshipsiw#ach other"(Brennan et al.,
2008, 103; Ford et ah, 2006, 57; Ford et ah, 2003, 13, 16-17.)

Network is formed by many ties between differeribexin the network. These ties

are called relationships and therefore they aremalin the next section.
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4.2.1 Relationship

A single relationship is a part of a wider netwofkelationships: in particular it is a
model how two companies in interaction shape thefravior towards each other
over time. It is important to understand the chemastics of a relationship and the
linkages and patterns that vary in each relatignstaking them all unique.
Uncertainties are a characterising factor in reteghips as well: supplier and buyer
both have uncertainties which can be matched @ladionship. (Ford et al., 2003, 38;
Ulkuniemi & Tahtinen, 2004, 12.) The business ief&hips vary greatly in terms of
the linkages they share, namely activity linksprese ties and actor bonds. They
affect as “glue” between the companies involved nelationship. (Ford et al., 2003,
39.)

Actors in companies are the people who work in thEney manage resources and
carry out activities. Communication between acisimportant for companies: when
the actors interact the companies learn and teaah @her about their expectations
and needs towards the relationship. Over time tifteral, social and tecnological
distances between companies will be reduced ad¢hey more about each others
norms, values and ways of thinking and when thepatb each other. Eventually the
actors form actor bonds that will deepen the thestveen the two companies. (Ford
et al., 2003, 39-40; Gummesson, 2008, 29; Ulkuni&mghtinen, 2004, 12.)

Activity links will be formed when both of the cormpies want to develop their
relationship. Activity links are the operative tiestween two companies and they can
consist of technical, administrative and marketigvities. For example over time
companies may develop a certain kind of systenesigth, produce or deliver the
goods (e.g. JIT method) and this requires cooridinatnd cooperation between

them, in other words “interlocked” activities. Thigerlocking means that the
resources that companies invest to one relatiorshifs the possibility to invest in
other relationships. (Gummesson, 2008, 29; Fosad. 2003, 40.)
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The third tie in a relationship is resource tielse Tompanies have to use their
resources (machines, knowledge, time and monay)der to develop a relationship
further. Time is needed when keeping contact Wwighdounterpart. A supplier may
have to invest in new equipment in order to fulfsl clients need or it may have to
develop a new offering or introduce new workinggbices in order to comply with
customer requirements. Also relationship-specifiggations might be needed.
Adaptation creates dependence and has opportwsty which restrict the
company’s ability to adapt elsewhere: that meaasttie two companies have
resource ties. (Gummesson, 2008, 29; Ford et@)3,20.)

Relationship characteristics

Even though relationships are unique they stilfsl@anumber of general
characteristics. Many of these are directly relatethe network approach as they
include complexity, long term nature, adaptatidnsst, power and dependece and
finally, conflict ad cooperation. (Gadde & Hakanssb994, 63-76.)

Like a network, also a single relationship contaiomplexity due to the different
actor bonds, activity links and resource ties st in the network, inside the
counterparties’ companies and in their relationsAgpan outcome of the complexity,
the relationships face problems in communicatiathiarcoordination. (Gadde &
Hakansson, 1994, 63-65.)

Long term nature in relationships is true especialthe case of relationships that are
deep, i.e. which share a number of linkages. Tsraiimportant feature of
relationship which means that every relationship &aistorical dimension that
affects to the way a relationship is today. In hass-to-business world it seems to be
more beneficial for both parties to build up loegt relationships because of the
high costs of building new relationships. In additin long term relations the parties
learn to utilize their relationship to benefit botherefore also routinization of

operations develops in a relationship over timadd & Hakansson, 1994, 65-66;
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Gummesson; 2008; 31, 34.)

Frequency, regularity and intensity are an insdpargart of a long-term relationship
but they vary depending on the relationship: thian outcome of the offering in
guestion. Some offerings are not simply needed @ailveekly. Intensity of the
relationship then again depends on the complexitigeoffering in question: more

complex offering requires intensity. (Gummessor)&.(82.)

Adaptations are also related to the long term eatfirelationships: without them it

is hard to maintain long term relationship. In tbisitext adaptation means that the
customer and supplier adapt to each others needsxgectations. The adaptations
occur in technical, knowledge-based, administrata®nomic and legal aspects
where knowledge-based adaptation means that thiesugeepens its understanding
of the customer applications. Adaptations may lexlad because the seller has
specific needs (e.g. JIT distribution), or becathw®edemand of the purchaser is unige
(e.g. a product made of certain material), or beedhe relationship between the
buyer and seller demands adaptations from botha #his product type can affect to
the adaptations needed: some products are compdesegquire lots of design work
while some are standardized. On the other hande gwoducts are purchased in
small quantities and require JIT delivery whileathare purchased in bulks and need
to be storaged. In general, adaptations show camenitto the relationship which in
turn enhances trust between the parties. (Gaddakahsson, 1994, 68-71;
Gummesson, 2008, 33.)

Long term relations create trust between the sapphd the purchaser. Trust goes
hand in hand with an important feature of infortyalEven though there is always a
certain amount of formal procedures (e.g. contrit)two parties should use
informal channel in addition to enhance the traspecially personal contacts count.
This is really important because all relationshipsude certain amount of

uncertainties that have been described before.llygha relationship develops over
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time from smaller “test deals” to larger after trhas been gained. (Gadde &
Hakansson, 1994, 71-73; Gummesson; 2008; 32, 34.)

Requirement of adaptations and commitment in @dhtp creates dependence. Also
the purchased amounts might be large and therbfng important creating a
dependence of that source. Before the purchaseesreeommended to be
independent from their suppliers but nowadays whemnelationships in general last
longer time and purchasing is more organized, d#gace is more acceptable. The
problem in this situation is that usually othertpan the relationship is more
powerful than the other: therefore the relationshigsymmetrical. This kind of
asymmetria however, may change according to theauial stage: when the
industry is booming the seller might have advaraagegposition and then again when
the demand goes down and supply is higher the thagean advantage. However the
asymmetria may also be related to the uncertainfiise parties: uncertainties may
lead to closer cooperation between buyer and seliétherefore create dependence.
(Cox et al., 2003, 6-8; Gadde & Hakansson, 19947435ummesson, 2008, 30-32.)

Collaboration can be one base for long term refgtigs. If there is only a little
competition and little existing collaboration ietle can be harmony between the
partners which in turn enhances the chances ohmgga long term relationship. By
cooperation the counterparties can create sometharg that they are alone.
However, at some point, all relationships face bcist They are unavoidable
because the parties have both interests that aanitict with each other and some
that are shared ones. It is important to underdtiaaicthese conflicts give a great
chance for the relationship to develop and imptibeeactivities and creative use of
resources: also in supplier — buyer relationsi@adde & Hakansson, 1994, 75-76,
137-138; Gummesson, 2008, 30.)

As explained before the network is stable: thismsdhat the existingelationships

are likely to change a little over time and in gré@al only if the problems in a
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relationship are many or difficult. Because theamek approach brings additional
points to marketing, the concept of marketing loalsat defined in a new way and

therefore network approach leads to a shift in retanl.

4.2.2 Network marketing

Before, the marketing emphasis was more on theetiagkmix i.e. so called 4P’s
and network; interaction and relationships didmete an important role. The new
network approach and the criticism towards theiticathl marketing approach have
brought a shift to the marketing view. In indudtriearketing networking, interaction
and relationships should be considered as theafararketing and less value should
be given to the 4P’s marketing mix approach. Howdvey both have their place
when considering the marketing activities. The meknapproach provides a new
perspective to the business-to-business marketingdgmenting can and should still
be used in order to establish segments that cahdracterized and served in a

similar way. To understand the shift in core isssexs Table 6 below:

Emphasis Traditional approach Network approach

Product Relationships

More Value Price Networking
Place Interaction
Promotion

Less value Networks Product,
Interaction Price,
Relationships Place,

Promotion

Table 2. A Shift in Marketingadjusted from Gummesson, 2008, 325).

According to Carson & Gilmore (2000, 4) network Reting is an important
dimension of SME marketing. Networking is a natyrait of every business whether

it happens in formal meetings or by informal cosation: it means the construction
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of relationships. The meaning of network is to pdevaspects for consideration in
decision making. Networking can be done passiveladively and frequently or
occasionally. It depends on the relationship ansinass which way in considered
good. Relationships and communication are importarSMEs as they usually are
close to their business partners and wish to maintheir existing customer
relationship: this results from the understandinat tcurrent customers are essential
for the firm — it costs much more to attract nevstomers that to keep the old ones In
this sense relationships are really important enrietwork approactiGilmore et al.,
1999, 27).

Networking helps SME's to build reputation, word mwiouth and also to gain
information of what is happening in the marketsdwse networking can happen
between two competitors as well e.g. through bsirerganizations. In other words
interaction with other network participants is erapised. Therefore this kind of
approach in addition to competencies can be esédoti a small company as it
enables them to maximize their opportunities by tidouting to company’s
development and survival. This shift does not mdéaat the meaning of the
traditional 4P’s would have vanished but it givesidea in which type of issues to
concentrate when it comes to marketing. The relah@s, network and interaction
have more value and this will be further explaimdgbn introducing the results of the
research. (Simpson et al., 2006, 368-369.)

A natural outcome after discussing the marketingregch is to describe how
marketing is done in practice. Therefore the read#lr be introduced with the

communication methods used in marketing in nexntad section.
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4.3 Communication Methods in Industrial Marketing

Former approaches of marketing communication haaslemassumptions about
passive buyers who can be one-sidely affected Ippl®r’'s marketing messages.
However, this is not the whole truth as the usmf@irmation technology increasingly
enables customer to access information about diffesuppliers and their products
and that shows them to be more active than wasressuiefore. In this kind of
situation it is importat for a supplier to have wamerstanding of the information and

message type that customers require (Brennan 08I8, 175-176.)

This chapter concentrates to the means of comntioncased in marketing both in
general market communication and in the commurmnpain relationships. All
communication of a firm should be based to predaterd objectives. The
communication consists of widenarket communicatiothat includes advertising,
sales promotion, trade missions/ trade shows, puélations, and more concentrated
relationship related communicatiothat includes direct marketing and personal
selling. (Brennan et al., 2008, 171-172.)

4.3.1 Market Communication

Market communication is more generalized way of camication and can be
considered impersonal because it does not incliedenach dialogue as direct
relationship communication. As stated before, icludes advertising, sales

promotion, trade missions/ trade shows and publations.

Advertising

The main benefit of advertising is in the amountlénts it can reach making the
total cost per reached client smaller making sglimore efficient than e.g. when
compared to sales representative sales effortsireglqio reach same amount of
clients. Advertising should be designed and tadyétethose purchase organization
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members that affect the decision-making and thesdfte content should be carefully
considered: the user may need information thaediffla lot from the information
needed by the purchaser. Technical information ioalude for example product
performance and product quality and they shoulgiesented in a logical manner.
Advertising should be creative in order to getratten: therefore language, format
and style form an important part of advertisingranid or companys abilities. Even
though business-to-business purchasers are coadider be more rational than
consumer customers the meaning of emotions shatldenignored: also business to-
business advertisement can include messages thateaemotions, especially when
trying to affect customer attitudes towards a brantbwards a supplier in business-
to-business markets. (Brennan et al., 2008, 178180

In media selection it is important to consider whaertain media is able to reach:
therefore it may not be such a good idea to userbst traditional media used in
consumer markets, namely television or radio. Mat®nal choices in business-to-
business advertising are electronic form (i.e. vegjgs) of advertisement and trade
publications. The benefits efectonic formis that its interactive and information that
a particurlar person browsing the pages needs egrdvided by guiding the person
through links. Electronic form is also faster thather forms of advertising, both to
supplier and for the buyer, as enquiries can beemaa e-mail. It also enables to
reach people from distant geographic locations. Thstomer information needs
should be carefully considered in order to aronserést.The overall effectiveness of
webpages however, should be measured by obserlicigtrough rates, browsing
time duration, number of accessed pages and théempof visits madePrinted
trade publicationscan be trade, profession or industry specific Hrey have two
types which are vertical publications and horizbnfaublications. Vertical
publications concentrate on a whole industry (algminium) and are likely to be
read by many members of a company from differemelfe This means that of
publication can well reach different people whoeeaffthe purchasing decision.

Horizontal publications are more focused on certagihnologies or functions within
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an organization. (Brennan et al., 2008, 109,181t BliBpeh, 2004, 418-420.)

Sales Promotion

Sales promotion can be used to complement othekatiag tools used. Promotion
can include incentives such as contests, tripgepriand free items for example
company calenders and pens. For obvious reas@ssaind prizes should be carefully
used in Finnish markets. Another promotion methseldus promotional pricing such
as allowances and rebates: They may be used tgygten the existing relationships
(long-term benefit) or win a contract from a conifeet(short-term benefit). Also
information can be considered as sales promotiah that appears in form of
demonstrations and in trade shows. Technology ggawides opportunities to better
information communication. For example, videos mspntations can be provided to
potential or existing clients on the websites. Hegre one should be aware that also
competitors may check contents of the website. @\veamnotivation of sales
promotion is to push sales, e.g. encourage trilooexpand use. The costs for a
promotion campaign can be decreased by organizaingpromotion for example
with complementary suppliers. (Blythe & Zimmerm&Q05, 286; Brennan et al.,
2008, 182-184.)

Trade Missions & Trade Shows

The benefit of trade missions and shows is thay thieng sellers and buyers to a
same place. Buyers participate to these eventuibedhey can meet several potential
suppliers face-to-face at same location. Suppbérsourse are able to display their

expertise to an audience that is obviously intecest what they have to offer.

Trade missionsare promotional shows financed by governments. pingose of
these kinds of events is mainly to boost econondeaklopment of a certain region
or a country by presenting it and the investmenpoofunities it provides at

international trade fairs and giving funds to exgmomoting activities like fairs in
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foreign country. Exporters are able to learn inséh&inds of missions about the
normal business life and its requirements for apoeter, markets or products and
services in that market and about the potential sghaertain market location has.
(Brennan et al., 2008, 184-185.)

Trade showsre a way for a supplier to make it known for itngustrial buyers. The

main importance in them is that the supplier iseatd meet members of both
customer and potential customer companies’ decisiaking people face to face as
trade shows bring buyers and sellers — needs amdrd¥s — together. The supplier
can build or maintain its image by participatingartrade show but it can also be
valuable source of information considering the cettprs and the state and
problems of existing relationships. Trade showslaable marketing tool especially
in the early stages of purchase decision makingga® Again the benefits are
similar to trade missions: efficiency in sellingdadecreased costs of selling when
compared to sales peoples efforts. Also the audiesitention and quality is

important point of view: people who know their messs and who are interested in
the suppliers that have their stand at the tradevshsit there. They are interested in
seeing new products and development in the brandhilkke to see demonstrations
and gain information on the products and potemigaV suppliers. The main value of
a trade shows for a supplier will probably be tippartunity to affect the decision

making in a customer company if they provide assist e.g. in customers need
regocnition. The disadvantage of the trade showseis temporal nature: however, at
this stage, virtual trade shows can be exlIploifét: supplier should carefully decide
which trade show to participate and the criteria aaclude the typical products

displayed, costs, availability of a suitable platérade show, the time and reputation
of the show, type and number of typical visitoreographic coverage (regional,
international etc.). Because the audience thatcgaates to trade shows usually has
an imporant role in purchasing decision making ess¢ the support promotions and
the staffing on the stand should be carefully abersd. It is remarkably important to

relate the marketing activities to those peoplenftbe buying organization, who visit
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the show. Layout of the stand and its contents playmportant role as well. After
the event the potential customers should be cedaand finally, outcomes of the
participation should be evaluated in order to |darrfuture. (Blythe & Zimmerman,

2005, 282-283; Brennan et al., 2008, 185-195; Bu#peh, 2004, 426-430.)

Public Relations

The aim of public relations is to build up companiyhage and reputation in the eyes
of interest groups into the direction that compamyld like to be seen. Compared to
other communication tools like personal sellingt@de fairs, PR reaches wider
groups of people and it helps for example in ggnand keeping professional
employees and building goodwill. For example aickrtabout company operations
or innovative products in a magazine can be a #ffeanage booster. Other activites
that promote public relations include charitablealtons, press releases, seminars
and publications: an important part is also the glamt handling which is critical to
supplier's reputation in the customers mind. (Bimghet al., 2005, 312; Blythe &
Zimmerman, 2005, 297; Brennan et al., 2008, 195.)

4.3.2 Relationship Communication

Relationship communication is more concentrated andtated before that includes

direct marketing and personal selling.

Direct Marketing

Direct marketing is characterized by absence of-tacface contact. It can be done
my direct mail, telemarketing or by electronic neednd usually customer databases
are used in order to know who to target. (Brenrtaal.e2008, 204.)

Direct (e-)mailis a good way to personalize a marketing messageénaaverage it is
cheaper per customer than telemarketing or persailahg. Direct mails or e-mails
can be used to increase awareness of a produduppdier and alternatively to invite
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visitors to trade showTelemarketingconsists of inbound marketing where the
customer initiates the contact and outbound margetinere the supplier initiates the
contact. Telemarketing can perfom both roles otamer service and investigating
potential leads generated by direct mails sent. él@wit is not sufficient if it is used
by itself: it should be rather used to complemehieo marketing tools. It also has
limited abilities in dealing with complexity of @fing: that requires face-to-face
communication. Electronic media can be used as kernative source of
communication instead of direct mails. Extranetsd antranets can improve
communication between supplier and customer wittetocost than telemarketing
and direct marketing. Also maintaining a contaatasier for example with the help
of e-mail: with customers from distant locationsvasl. (Brennan et al., 2008, 205-
207; Hutt & Speh, 2004, 420-422.)

Personal Selling

Personal selling means that a supplier company gesr@ommunicates directly with
the customer organizations managers. This impronelerstanding of the customer
requirements and problems that it seeks to soldecsaables supplier to match better
to those needs resulting to improved relationstapdfiing. That requires handling
also the problems arising in the delivering processafter selling. (Blythe &
Zimmerman, 2005, 248-249; Brennan et al., 2008,)207

Using Communication Tools Effectively

Table 2 on next page provides an understanding diferent communication tools
can be used in different phases of the buying gsacenost effective communication
combination is to follow the lines when they run thie “high” section of the chart:
starting with advertising, then moving to trade whoand then to personal selling
approach. At the beginnig of the purchase procégsriasing has most important role
in generating awareness among potential custonmetarsonal selling is in least

significant role. When the purchase process goeshose roles change: personal
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selling becomes more important in more developéatiomship. The role of trade
show is varying during the purchase process: tleeisanost important in the product
specification stage and in getting feedback.

N“P"r‘;:“:c'?e” Key seller: communications Relative communication
Buyingpphaca objective and tasks effectiveness
Corgg;:gtlﬁ:)ns Task Low High
o Generate A )
Need recognition SHATENOSS Prospecting
" Opening
Dz:s&%pépg Feature relationship/
- 4 comprehension qualifying
sepcifications prospect
Search and i
qualification of Lead generation Qtr]g;'fylgtg
suppliers e o
Evaluati Performance Preselnting
valuation : sales
comprehension message
4 Negotiation of
Sselfzgtlllg; terms/ offer Closing sale
customization
Purchase Account
feedback Resssurance service
s Trade | Personal
Advestising shows selling

Table 3.Communication Tools Related to Buying Prod@snnan et al, 2008, 188).

Marketing activities should be a carefully plannedtity integrating all sufficient
means of marketing together rather than just etdtwione approach, like advertising
in magazines or personal sales calls. When contitire different means of
marketing communication together, marketing becomiésctive as it covers the
relationship development process from the beginrtimgmature level. Different

means of communication should be emphasised iardift phases of a relationship:
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first in creating awareness among potential cliesdisertising, sales promotion, trade
shows and public relations have an important rbbger on when relationship is

developed and the client and supplier have leaorh feach other’s behavior and
habits, the communication emphasis is on persoelihg and direct marketing.

Increasingly also the use of information technolodjite electronic means of

communication, have become of great importance. yMah the customers use

different web-based approaches when aqcuiring newplers and searching

information. Therefore a firm's websites also pasignificant role in advertising and
sales promotion. Resulting of this a supplier stiazdrefully consider what kind of

image the client should get when entering to thepkers website. Language is an
issue to be considered as well: if the firm wanbtseistrict the clients to one country,
the languages available on the website gan gividemnof this. If they wish to serve

other than domestic clients as well the firm websitould be adjusted accordingly
considering the language offering. (Brennan e2@08, 176).
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5. Outcomes for the Empirical Part

At this point the reader has been provided withuadierstanding of the complexity of
purchasing process and the affecting factors antéteting viewpoint.

The offering purchaseds an obvious factor that affects the purchasimgreach and
decisions made. Both the system classificationtaedourfold system is applied in
the empirical part: system classification in thesecacompany introduction and
fourfold classification in the customer researchisTis due to the different
approaches that the supplier and a customer haveheo offering: fourfold

classification reflects customer viewpoints mucttdye

There are manjnternal decision making factois a customer companyat affect
its buying decision making. The stages in the pastcig process can be partly
simultaneous and there are many people who afféet ws purchased and from
whom: this is why suppliers should know about thigecent people’s role in the
customer organization and use communication methtivalsrelate to the purchase
process stages. This is why theory about the iolgsirchasing is included in to the
interview. Kwowing about the organization of puasing enables supplier two know
who to contact in a potential customer organizatiincentralized purchasing
approach is used there are only a few people tpplisu can contact. If however, it
uses the decentralized approach there can be meopglepwho the supplier can
contact. Some customers also use so called supdissgpthat coordinate all the
purchasing and may even do assembly work for thentcl Then again different
approach from the new supplier is needed. The hpweélpurchase i.e. a new task, a
modified rebuy or a straight rebuy implies if thestomer is likely to turn to existing
supplier relations or trying to find suppliers adesof them. To get an idea how these
factors affect the clients, these perspectives vedse used in the empirical part.
Buyers also have uncertainties and abilities thathan effect to the type of supplier

the organization may prefer. It is important forsapplier to understand these
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uncertainties to match them both from the custosnpgint of view and from their

own point of view: this can help in developing aodorelationship in which two

parties complete each other. When it comes to rntiagk¢he customer’s problems
and uncertainties are in the heart of it as theyehan impact on the customer’s
buying behavior, in other words, supplier requirategwhat is bought and how it is
bought. Therefore an understanding of customer rtainées and problems is vital
and that is why this viewpoint is applied to thepameal part too. (Ford et al., 2007,
65-67.)

Other factors affecting the buying decision areemdl attributes. They include the
purchasing company’s position in the network of pames, what kind of
relationship portfolio of suppliers it possesseasd what kind of competitors it has. If
a competitor is developing a new offering, the campitself is likely to do the same
in order to be a part of the competitive field: réfere its requirements for its
suppliers may change. The purchasing company’s poppliers can vary in great
extent depending on the way how it wishes to soutserequirements: some
organizations may wish to have a large pool of 8appand some of them may deal
ony with a few. On the other hand there may bengtroompetition on the field
between the suppliers. Their offerings may be simibr some may be more
developed. That also affects the way how a purchdeals with them. The
purchasing company’s own position also has a steffert: bigger companies in
general have a strong negotiation position dueh&éovolumes they purchase. The
traditional marketing approach of 4 P’s that isstaner markets concentrated cannot
be considered as a sufficient approach to busiteebasiness markets by itself.
Traditional 4P’s approach of course has its mearbegause the price, place,
promotion and product have to be right for the bess markets in order to sell:
however if a supplier builds its marketing arouhdn it is on wrong tracks. This is
because in business-to-business marketing relaissinteraction and networking
have a lot of value. Therefore these two approashesld be combined in order to

gain an understanding of the realities of businedsdsiness markets. Related to
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marketing, different communication methods are a@geered in the empirical part

separately to gain as much information of the gustoperspective as possible.

Relationships with existing customers can providi& af useful information to the
case company about where it stands today and hooulid improve its actions.
Therefore the theoretical framework about relatiyps and their characteristics are

applied in the research as well.
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[l EMPIRICAL PART

The empirical part first describes the researchhoud, research process and validity
and reliability of the study. It then moves on gdsents the case company in the
light of the theoretical framework. Current marketipractices are also covered.
After this, the findings related to the general kearconditions that affect the case
company’s operations are introduced: case compagcgsipetitors and their

characteristics are included as well. Finally thast presents the outcomes of the

gualitative customer research and provides suggestor further research work.
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6. The Research

Market research in a nutshell is first collectimjormation, then analysing it and
finally presenting it as data. The goal of markesearch is to provide useful
information that will improve the data users’ urstanding of the business and the
clients. In other words it is a process that resultincreased understanding. (Block &
Block, 2005, 1.)

To be effective, marketing has to be based on dedprstanding about the business
market environment and the market characterisiicusiness to business markets
this means the understanding about the differebegeen consumer and business to
business marketing and the field in which the seppé working in. The context in
which marketing is taking place has to be consiliesrefully. Characterizing factors
of business-to-business markets differ a lot fromdharacterizing factors of business
to consumer markets in market structure, buyingabiein and marketing practise.
The case company provided a general problem tlegt thd and they left the more
specific problem determination to the researchée General problem of the case
company is how they could get new clients and theke also curious to know about
the general market trends that could affect to tsemehow. In the light of research
application this kind research question is too watel therefore it needed to be
narrowed down into four research questions thatucaghe most relevant issues: this
is because the research questions need to be siode and complete. (Block &
Block, 2005, 1-7,9, 11.)

This thesis aims to get deep understanding of lieats that the case company is
serving at the moment and the marketing practicashiest match the client context.

Therefore the following two research questions havge asked:

1. How do the current clients make their purchasiegsions?

2. Is there something that the case company shchdghge in its current
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marketing practises in order to reach the clieptteb?

To gain a wider perspective the case company shuaNé an understanding of the
general market trends and competition field thathbaffect to their marketing
environment. Therefore this thesis also aims tovigean understanding regarding
the following question:

3. What kind of competitors does the case compangh

4. How do the general market trends affect to H#secompany?

After asking these questions the underlying infdraomneeds can be defined. This
thesis is concentrated on the buying behavior aadtiges of industrial buyers in the
field of aluminium part purchasing and thereforeadtetical background of buying

behavior and practises has to be provided. Theereads introduced to the

theoretical background of the research by usingretery sources like books and
articles in the previous chapters. Later on witthe frames of the research primary
data is gained. As the case company’s knowledgatatmmpetitors is restricted, the
competitors’ characteristics and their actions rneelde investigated. This analysis is
based on external secondary sources like the caongéwebsites, newspapers and
other available references. In addition to the oetiqrs, general market trends
comprise a great deal of the current and futuredppities and threats and that is the
reason why market trends and characteristics neduk tstudied. The information

concerning this field is gained through secondasyrses like governmental and

organizational websites, articles and databasekgA Kumar & Day, 2006, 110.)

The network theory has been an inspiration to #iens about case company’s
marketing environment and their competitors becaaseording to the network
theory these two factors affect to the case conipgssibilities in addition to their
own actions and their clients actions. The casepamypresentation provides an

introduction to the case company’s operations mdiening onto the theory base
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introduced in part “Understanding Customer”. Imturaditional marketing approach
view was emphasised in the customer interviewsalad the network approach had
its affect to the questionnaire contents as thestquenaire was also looking for to
find out if there are some other factors that aftecdhe supplier choice than just the
suppliers product. Communication methods are iredu the research as well to get
a clear idea about customer point of view of tifeedent marketing practises. Finally,

the conclusions are presented and new researck pessented.

6.1 Research Methodology

This section will go more deeply to the methodolofyhe research to be conducted
among the clients. Resulting of the nature of #s=arch it was decided to be done in
a qualitative mannerby interviewing the respondents one-to-one by telephone. Of
course this will limit the information gained besauhe verbal expressions and voice
tone are only a part of the reality: body posititatial expressions and such factors
are lined out when interviewing by telephone. Qatlie method can be separated
from quantitative: quantitative is concentrated usme measurable results and
gualitative is concentrated in deeper understandintpe topic researched. Because
gualitative method provides deeper understandimg better choice for this research
in terms of its nature but also because the sasipk is so small: to be reliable,
guantitative method would require much bigger sangite. (Block & Block, 2005,
175-177.)

6.1.1 Sample Size and Type

The sample group in the research is rather smapef@ons) and geographically
concentrated (Finland): this is an outcome of thgeccompany’s operating field in
supplying Finnish manufacturing firms with alumimuparts. As the researcher does
not have knowledge about the companies that cosél tbhese kinds of specified
products or that have the potential of doing thesmdample has to be named by the

case company. Therefore the interviewed samplepgisua convenience sample
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which is concentrated around the existing cliensebaf the case company:
convenience sample means that the sample is clas®rfound in a way that is
convenient for the researcher. The interview israadom because the interviewees
are case company'’s clients as the concentratighi®ftudy is on the existing client
base and their behavior. This is a relevant sampley using this sample the case
company can gain understanding of the segmentsves. as explained before it is
more efficient for a small company to concentrat&keeping the existing clients or
getting new in the same field rather than switchimg operation emphasis on whole
new areas. (Block & Block, 2005, 138-139, 144-145).

6.1.2 The Research Ethics

The oncoming interviews were initiated by the casmpany that first informed its
clients of the research and explored the clienilingness to participate. The case
company then provided the researcher with the contaformation of the
interviewees and the interviews were scheluded #fie by the researcher in order to
make sure that the interview time is suitable @ tespondents and that the response
rate would therefore be high. Some clients may heaen left out if they did not wish

to participate.

The researcher introduced herself to the intervesnexplaining the motivation of the
research and for whom it is done and by whom it lb@yused. An opportunity to
remain anonymous was also provided. Before the @hoterviews the researcher
provided the research questions with enclosureg @gpendixes 1-4) to the
interviewees to make sure that the questions wegrogriate and that the
respondents would have an opportunity to familetizemselves with the interview

content beforehand.
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6.1.3 Outcomes of Using Qualitative Method

An important question of course is how the inforimratgained by using qualitative
method can be used? First of all it can be usepkirerating ideas. In many cases the
suppliers are so concentrated in their businessdageto-day activities that they do
not have time to perceive their operations from ¢hstomers’ viewpoint. In-depth
interviews provide precious information about thierds and their preferences to the
supplier and may therefore generate new and figesdisito business operations of a
supplier. The second way how the gained informatian be used is to improve
understanding of the buyer. Even though many seggplknow a lot about their
clients there is always room for learning mores ltlangerous for a supplier to think
that he thorougly knows his clients based on thé dusiness carried out: an in-
depth interview may provide information about sathanges in the market place that
the supplier did not even come to think of. On tieer hand it may confirm and
strenghten some of the suppliers perceptions dofliésnts and their preferences. In
general the new ideas provided by a qualitativelystmay result in re-evaluation of
marketing concepts, strategies and tactics. (Bé&htock, 2005, 177-181.)

6.1.4 Validity and reliability

The research should be as valid and reliable asilpedecause these qualitites show
how useful it is. To be useful in reality the rasdaof course has to be both valid and
realiable. In reality it is really difficult to adctve both of these requirements.
Reliability is a quality that shows how good theasigrement is. This means that you
shoud be able to repeat the research with the saetieods and results: the study
therefore is €onsistent and depandable usually over tifiziock and Block, 2005,
86). Validity is a quality that shows whether yauumlly measured what was inteded
to be measured. There are two types of validityernal validity relates to the
research process and instruments used in a res@drehmethods should be free of
systematic errors that can affect the researchtsasaking it untrue, e.g. the way the

guestions were asked or how the research in gewasbrganizedExternal validity
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means the extent to which the research resultbegeneralized in to real world, e.g.
how realistic the results are and how well the asde actually relates to the realities
of business life. If the research is qualitativel & not intended to be generalized,
external validity can be measured by transferabdit the research findings. (Block
and Block, 2005, 85-87; Colorado State Universt§09.)

The reliability of methods was gainetihe interviews were made with respondents
by telephone conversations that were recorded deroto avoid errors by the
interviewer when analysing the resuli$ie interviews were confidential in order to
encourage respondents to answer truthfully to thesgpns asked. Resulting from the
interviewing method (telephone calls) the intenaewprevented the affect of her face
expressions on the interviewees. In this sense ntie¢hod used increased the
reliability. The respondents all answered the sajuestions and the researcher
provided clarification about the meaning of questid needed. By this the
interviewer prevented misinterpretations by theerviewees. The time of the
interview was approximately the same for all theeiviewees as all the interviews
were held between 9-11 a.m. not at the end of wlask The variable factor was the
interviewee’s personality: some of the respondeafdied shortly while some of
them replied with long explanatory answers in grdatail. As an outcome the

duration of interviews varied: from 30 minutes todur.

The internal validity of the study wadso considered. Majority of the questions came
directly from the theoretical framework excludindesv under the relationship theme
that were added according to the case company’s. Wihen the interviews were
analysed the sentences were kept in the contextctmae up and therefore the results
are not distorted. The questionnaires were providedhe respondents beforehand
enabling them to familiarize with the questions dnithk their answers beforehand:
by this precaution the interviewee could avoid Ipagises in the interview that could
have happened if the respondents would have jagedtto think their answewghen

they were interviewed. The conclusions presenttlal possible viewpoints and
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nothing is especially emphasised. Therefore ohjigtivas gained. The questions
were correct because they provided viewpointsweae related to the research topic
organizational purchasing and marketing. Also austo relationship related
guestions have their place as in that part theisita find strentghs based on which
the case company could develop their marketingh&aeexternal validity there were a
few attributes. It surely affected to the validibat there were only three interviewees
and that all of these were already customers ot#ise company. However they have
experience of the case company unlike some othewpanies and therefore they
represent a relevant sample. The respondents’ esotign cause some unrealiability
to the conclusions: there may be issues that tiebyhat want to discuss about and
some issues may have been emphasised by them.r@ioigcihe other material in the
empirical part that was related to the case comparompetitors and the marketing
environment the conclusions are aimed to make ilgactive way taking all the
aspects into consideration. This brings more viglith the conclusions because it is
not only the case company and their clients thidcafto the success of the case
company but also their competitors and market enwrent. Therefore this addition
to the research was relevant and it actually addisevto this research as it gives a
wider perspective and context to the researchegesssBecause this research is
context based and qualitative it is not supposdzktased by all the small companies:
this means that it is not generalizable. However rdsearch can be considered as
transferable to the real life as the whole resea@$ based on a real-life problem and
the theories that were used to back up the resequestionnaires have been

developed based on the business-to-business maskiies.
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7. Case Company

The case company had to be investigated as weltdar to gain company specific
information: this was done by interviewing the mge¥a llkka Jarvi and by exploring
the internet sources that were available. Smalidirmarketing is characterized by its
size and resource limitations. Another importaribpis that many SME managers do
not have high competence in marketing or understgrabout the marketing theories
(Simpson et al. 2006, 366): this is usually a tesitheir education as it seems more
usual that they have knowledge about their indulétg rather than in marketing.
This is also the situation with the case companyhé company the general manager
does the decisions concerning marketing. In otherds; the the manager's

competencies are gained through experience (lephyioing). (Jarvi, 2009.)

7.1 Basic Information

The case company, Valukoneistus Kivinen & Jarvi.LWdas established in the mid
90’s and it is located in Vaasa. At the moment ¢benpany employs six persons.
That means that it is a micro size company. (J2009.)
The company details are presented in the followednie:

Company Details

Official Name Valukoneistus Kivinen & Jarvi Oy

Registration 14.12.1994

Company type Limited company

Location Vaasa

Personnel 5-9

Turnover € 400,000-990,000

Business branch Metal product manufacturing
(machinery and equipment)

Table 4. Case Company Detailadjusted from
Yritystele, 2009a).
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7.2 The Offering

The company’s customer focus is on business-taabgsi markets and more
specifically, CNC machine centre manufactured ahimmn parts for different clients.
At the moment the product range is concentratecilaminum parts which usage
varies a lot from vehicles to hospital equipmenas®& on the product system
classification the product range falls under théerng items category and more
specifically, into manufactured parts category.nfrrthe clients point of view the
purchased product represents shopping or prefergnoduct according to the
fourfold classification. Majority of the firm’s pruction is exported indirectly. Their
products are incorporated into their customers'dpots that are exported. (Jarvi,
2009; Valukoneistus, 2005b.)

7.3 The Principles of Operation

Valukoneistus Kivinen & Jarvi Ltd. has the ability providing a finishing touch to
their products as they offer grain blasting andation drumming. The company also
operates in close cooperation with complementamdfidoing Teflon and anodic
coatings as the clients wish to have further fiagshproducts. The operational
principle of the company is that every delivery @ldobe a recommendation for the
company. In practise this means that the compaanydstheir partners’ aim is to live
up to the requirements and expectations of custowary company that is involved
in the work is responsible for the quality of theighed product that leaves to the
customer: it is important that no defected prodysdss their way to the final
assembly. The reason for it is that the associetsts increase rapidly if defected
products enter to markets: think for example wigtvdng product that has already
entered the market or loosing customers resultiog fdelivering defected products
not to mention if defected products of the businegstomer enter to consumer
markets. That is why the case company always irdocirents about defects and
withdraws any defected products from delivery:his tsense they are honest in their

business. As explained, the firm is also co-opegatvith complementary firms. This
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viewpoint confirms that one company can seldomveeliall the elements of an
offering that customers want and therefore it nesters. This is especially true with
small firms that have limited capabilities and @ses. Environmental aspects are
considered as well as the company aims to redudeoemental load. Self critisism
ensures that updating is done concerning practisdsoperations. In 2004 BVQI
carried out an auditing and the firm was grantethw6O 9001:2000 certificate.
(Jarvi, 2009; Valukoneistus, 2005a; Valukoneisf@$)5b; Valukoneistus, 2005c.)

The case company shares numerous linkages witteitgork partners. Actor bonds
have been developed with their customers and sippind many of these are years
of age. Activity links are shared in a differentywaith different clients and when the
case company has developed, some of their cliemts had the carriage to create
more activity links with them. Others may not shasemuch acitivies with the case
company, which can be seen in smaller orders omlsintequirements, e.g.
standardized products that may not require as nmaddptation from the case
company. Regarding the resource ties the biggeshtchas demanded a lot of
adaptation from this client in terms of machinenyd asoftware. This customer
demands a great part of the resources (time, eftbet the case company has

available.

7.4 Current Marketing Practices

The biggest challenge for Valukoneistus Kivinen & Ltd. is the economic
recession because the exports are declining aradrasult the orders for the firm
decrease as well. Therefore they are looking fov okents. The company aims to
improve marketing within the segments that areesttwy making it more effective: it
is always easier and cheaper to try to concentmatéthe segments that a company
already has experience about than trying to dewslogle new set of skills, resources
and abilities that could match with other typesclénts. The company has named

some general segments that they serve at the mormemt the organizational
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characteristics of their clients are described. Ttstries that they serve include
transport equipment industry and healthcare equapmmelustry. Both big and small
companies are served. All the clients are locatefinland. The operating principles
of their segments vary: customer organizations ushel both finished product
producers who produce the final product to the gores markets and intermediary
producers that provide assembly work to the indalsend clients. Their clients
purchasing is usually centralized. They have clightat order volume varies from
small to large orders. The clients hey usuallyttthe existing suppliers as their
perceived risk is related to the transactions edrout by the suppliers and a new

supplier is seen as a potential risk.

An interview with the general manager strengthethedtheoretical views of the new
business market approach. It is clear that thentsli@re not passive receivers of
advertisement but they can be very active andltakaf effort in order to get exactly
the kind of offer that they are looking for. Thissvproved when the case company
got clients through inbound marketing: some cligass$ called to them and asked for
parts. The company is doing general marketing lyguthe method of advertising.
This happens by publishing advertisement in tradgyanines. The company also
markets by using electronic form of advertisemehey have website and as a
complementary advertising method they have setkatt Google Awards, which is
activated aside of the webpage when someone tygrésic search term on Google.
Direct marketing is done through personal e-ma&is.a complementary method the
company uses telemarketing as the e-mails arehabteffective alone: they tend to
“get lost” if telemarketing is not done in additioin existing customer relationships
supplier tends to do company visits and do persaeting by communicating
directly with the managers in order to improve thest and understanding of the
clients. It can be also added that this companyahagpproach to networking as well:
they attend to some industrial events that are comtm suppliers. There was also an
attempt to establish a cooperation network betwemmpanies in the region but as

this network is not formed based on natural reteigps andcontacts it has not
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worked as supposed to. (Jarvi, 2009.)

7.5 Abilities

The abilities of Valukoneistus Kivinen & Jarvi Lteelate to transfer: their aim is to
have zero defects in production and aim to the iguand accuracy in their

deliveries. Problem solving can be done at adaptadd¢ivel to make the production of
requested items faster and more effective: howd#wermmain design usually comes
from clients. As a conclusion it can be stated thatfirm’s abilities could therefore

be best mathed with a client that has transactmeainties. (Jarvi, 2009.)

7.6 Market Environment Knowledge

The case company is interested about the marketdrend the competitors: they
realize that it is hard to succeed in getting néents if there is no understanding of
the trends affecting in the operational environnarg company. At the moment the
case company’s machine base is updated from tiriméoin order to cope
technically with competition: not much is done nder to know what competitors’

abilities are. Therefore the next chapter concéggran competition. (Jarvi, 2009.)



65

8. Market Conditions

This chapter provides the reader with an undergtgndf the external operation
environment of the case company which is formedheymarket conditions and the
competitive environment: this enables the readarnmerstand how they affect and

can affect to the case company. This chapter isthas secondary sources.

The past of Finnish industries and economy has leéurful. Growth in world
economy at the end of 90’s encouraged also Firingstries as the demand for their
products increased. The electronic industry wasethgine of the growth. At the
beginning of new millennium there was an econonmuwmturn that was led by the
ICT branch and then spread to traditional industsywell. However in 2005 the
production started to increase in many branchestreinic industry and machine &
equipment industries boosted this growth. Tradéllynimportant forest and chemical
industries had a smoother development and in reasnts they have had difficulties
with the increased costs and decreasing demandfé@eration of Finnish Industries
EK, 2009a; Confederation of Finnish Industries 2BQ9b.)

Today the realities of business life have goneughogreat structural changes: this is
a result of global markets and international comipet In order to cope, businesses
have to invest in know-how, innovation and improesm of productivity. Many
Finnish companies have moved their production teifm countries and that has
enabled them to rise into the global top levelhait own branch. In 2007 industry
contributed 26.2% (see figure 7 on next page) & Einnish GDP: technology
industry namely metal and electronic industries ameimportant part as it covers
approximately 50% of the whole industry in Finlar{@onfederation of Finnish
Industries EK, 2009a; Confederation of Finnish ktdes EK, 2009b.)
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Business structure, contribution to GDP in 2007

B Primary production 3,2%
O Industry 26,2%

O Construction 6,4%

O Public services 17,3%

B Private Services 46,9%

Figure 7. Business Structure, Contribution to GPonfederation of Finnish
Industries EK, 2009c).

The overall development of the Finnish output frbra beginning of 90’s until last

year can be seen from the figure 8 on next palge.development of industy has been
remarkable until last year. The reason for thishsious — the economic recession
started to affect Finland in 2008. The picture giae idea of the fast development of
the Finnish industry and it also shows that noweirms of the output the Finnish

industry is approximately on the same level as0062 (Confederation of Finnish

Industries EK, 2009a; Confederation of Finnish ktdes EK, 2009b.)
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Total Output by Main Branches
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Figure 8.Total Output by Main Branchg€onfederation of Finnish Industries EK,
2009d).

8.1 Technology Industry in Finland

Technology industry consists of metal processingcimmery and metal products
industry, electronics and power industry and infation technology. In Finland these
industries have great employment effect as e.g20@7 they employed directly
270000 persons and alltogether approximately 6500€0@ons. These industries
cover majority of the Finnish exports (60%) and 78%the R&D investments:

therefore the technology industry is a great agdicant sector in Finland.

Also the signifigance of subcontracting has growmemw comparing the amount of
subcontracting to sales: in 1975 it was 55% of ghkes in machinery and metal
product industry when today the same rate is aln¥i¥%. The added value
proportion of sales has decreased even thoughatlie wf raw material used has not
increased: this implies that the industrial companoutsource their activities to

suppliers and therefore the production processaseeand more networketh turn
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the increased subcontracting value in productimtgss suggests that the networks’
ability to compete has a remarkable impact on thecess of these industries.
(Hernesniemi; 2007; 19, 24.)

8.1.1 Industry Challenges and Future Megatrends

The transport equipment industry is going throudtanges which result from
globalization, changes in information technologwytsourcing, rapid speed of
development and price pressure. Globalization Brioganges because more and
more companies move their production to cheap labountries or closer to foreign
markets: this also brings pressure to decreaseribes in domestic markets to be
able to compete with foreign competitors. Resultofgthe increased competition
overcapacity exists. Technology enables people frdifierent countries to
communicate effectively with one and other: thahl#es cross-border cooperation
and entering markets in foreign countries whichitsnpart makes the competition
harder as the domestic competitors are not anytherenly ones to consider. Speed
is a vital character to companies that wish to sadc companies need to develop
themselves and their offerings and if the wishdsoperate proactively and gain
market share, it is vital to be fast. Also prodaod production innovations are an
important trend as they enable companies to provifdgings that are better in terms
of price and quality. Nowadays the industrial castos wish to concentrate on their
core areas: therefore the fields of business tbhatat belong to the core areas are

outsourced. In other words the customer behaviohasging. (Karhu, 2008, 20).

The information collected from the industrial epieneurs in Finland shows the
challenges and megatrends in machine and equipmestry that the actors
working in the branch today are conerned about.ifitieasing price of raw material
and energy is a challenge in Finnish markets. @iaielopment can lead to suppliers
having to change their production to products witbre value added. The supply and

demand of raw material set the price: when theyeban in China grows the price is
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assumed to get higher. However the problem is timatdomestic supply of raw
material is dominated by a few actors and therefbeeprice level may be higher.
Also the small market and Finland’s periphericalion increase the total cost level.
To overcome this challenge there should be moreeamadion in raw material
purchasing: buying in bulk enables companies tdgéer prices and also quotations
from bigger raw material producers. This in turnubincrease the competition of
raw material producers and turn the price leveldowror small businesses the most
realistic way of raw material purchases are purehanade by the client who gets
better discounts. Alternative raw materials may &s used in order to save material
or make the product cheaper. Secondly the prodesigd should be raw material
saving in the first place: this will decrease tbit costs. When the raw material price
increases the environmental aspects are betten fake account because the waste
material has higher costs for the company: thidcctead to improvement of waste
management as one company’s waste could be arothgr'material. (Hernesniemi,
2007, 66-70.)

Knowledge about the market megatrends gives alsonderstanding regarding the
future challenges and opportunities. Accordinghfield specialists, globalization is
going to continue in future with the help of infaation technology that enables better
communication throughout the world and through ecoical unions and agreements
that make trade easier between the countries. ildostrial networks that operate
across the borders are a part of this trend antdhaéimr part make it possible. The
economical centre of world is going to move towattis BRIC - countries, namely
Brazil, Russia, India and China: this is a restdladalance movement: when the
service field is increasing in the developed cadestthe industry is decreasing in
those countries: thereofore the industry is goimgmniove there where it will have
better resources and markets. Second trendagiveg and deacreasing numer of
labour is a result of the structural change in Eirish population. The employers
really have to think what the best way to use theolr is. This is possible for

example by prioritising tasks and making investraaiot machinery and technique
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that will make the work more efficient e.g. by desasing the time needed. In future,
the environmental issues are going to be increbsingportant. More weight has to
be put on these aspects resulting of the climatsmgd and decreasing amount of
clean water resources and its increasing usagetaed problems. As an outcome the
companies also have to start considering theiroastiincreasingly from the
environmental point of view. The environment prétet can happen through
improved waste management, water purification aadagement, soil cleansing and
filthering the flue gases. Promoting the principfesustainable development in the
industrial production will become even more impottat can be best supported by
using renewable energy resources in productionhifd tway of emphasising the
environmental aspect in production is to use th& pessible technology from the
environmental point of view: this means technoldimt exploits raw material
efficiently and economically and that causes leasission. Also raw material that is
recycled should be exploited, whenever it is pdesi®ne of the most important
future trends is that the new technologies becomeemsual in processes. This is not
only an outcome resulting from the environmentglureements but if the goal is to
raise among the market leaders: those companiearh@repared to invest and start
using the new technologies earlier are usuallyatieb position in the competition.
(Hernesniemi, 2007, 10, 28, 33-35, 37-39, 41.)

8.2 The Outcomes of the Economic Crisis

The recent development causes significant charmebket industry. The economic
crisis has affected many fields in different coiggrand therefore it is important to
know about this development and how it affects echanical engineering which is

the operation branch of the case company as well.

The growth in business-to-business world in basethe consumer market demand
and new investments. Between 2003 and 2008 invessnveere high all over the

world the focus being on Asian region. As the ecopdoomed, production capacity
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was increased significantly all over the world. Nowsulting from a decreasing
demand there is a major over capacity in produchiod the inventories increase as
the amount of new orders has gone down: the goodstimove. In October 2008,
36% of all companies announced that they have apexty. Production is
decreasing which is an outcome of reduction in ob@se. During the second quarter
in 2009 companies had 54% less orders than dunmgeécond quarter in 2008 when
the caluculations are based on euro amount. Betieelast quarter of 2008 and the
first quarter of 2009 the change was -16%. The tchmelow provides an
understanding of the recent development in the rolmbese of companies. The
decrease in order base has started to slow dowme @Hederation of Finnish
Technology Industries, 2009b, 2,5; The FederatioRirmnish Technology Industries,
2009c, 1.)

Value of Meww Orders in the Mechanical Engineering
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All this means that the competition for getting enslis hard and therefore there is a
pressure to decrease prices while the costs olupth are still high. These factors
in turn imply to investors that now it is not a gotime to tie money and the
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investments have decreased accordingly. (Confederaf Finnish Industries EK,
2009e, 9-10; The Federation of Finnish Technologlustries, 2009c, 1.)

The past year has been difficult for industy inl&ma. This is caused by the global
financing crisis that started in 2008. The cris&s laffected every country and all
fields of industry and therefore it will have longrm effects. (The Federation of
Finnish Technology Industries 2009b, 2; The Fedmrabf Finnish Technology
Industries 2009c.)

The main trends in 2009 spring imply that the Gsttbnian industry is in trouble.
The orders have gone down and the inventoriesaage.l Orders are clearly under the
normal level and 78% of the companies had overégp&roduction is anticipated to
stay low also in the autumn. Investments are desrgaand demand is low: 73% of
the companies mentioned weak demand as a challeAlge. the economic
expectations are weak: in Ostrobothnia they ardat avbaker than in the whole
country as 40% of the entrepreneurs believe treetdonomic situation will become
weaker. The general course is that prices decraedeherefore the profitability of
companies goes down. These reasons have resulteydffs through the whole
industry in Finland. (Confederation of Finnish Iisthies EK, 2009e, 9-10.)

8.2.1 Case Scenarios

The Federation of Finnish Technology Industriesihasduced potential outcomes

of the current economic crisis based on the worfiketd experts.

First potential outcome is remarkable recession whi last from 1 to 2 years. The
recovery from crisis would be fast taking placetbg end of year 2010: therefore
remarkable changes in the business structure andlule chains will not take place.
Recession gives boost to changes that have beeribe obligatory already before:

in this situation the decisions of businesses tis# a lot of suppliers will have
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significant impact on all organizations operating the network. In customer
operations this scenario is seen in attempts toagerthe recession: keeping low
inventories, using material and energy ecnomicaligl effectively. Even though
ordered amounts are expected to raise to the saraks las before the recession this is

not the case in all industries. (Yla-Jaaski, 2(98;)

The second potential outcome is a serious recessiblong recovery starting in the
beginning of year 2010. This recession would lasttivo years. This scenario has
affects to the whole business and value chain. ddweer is concentrating on the
strong companies and suppliers are diversifying ibyesting in technology,
innovation and speed of actions: the companies’ pwaduction capacity will go
down as they make more permanent adjustmentshislinheans that the companies
operating only in a narrow market or product fieldl have problems: therefore the
businesses that balance capacity will vanish. éndirstomer field this can be seen
when weakest clients disappear. Existing customaéisemphasize cost efficiency
and energy efficiency. This all will lead to aniieasing amount of simple solutions.
(Yla-Jaaski; 2009; 5,7.)

The third possible outcomelisng and deep recession from which the recovergstak
a long time from the end of year 2011. The recessiould last for 3-5 years. This
scenario would mean the centralization of marketsulting of fusions and
bankruptcies: this means also decreasing of thdugtmn in Finland and moving
production to other countries. The Chinese arevadt the markets by aqcuiring
companies and market share. This development leadscreasing competition in
terms of price and total cost management and tles s&simple and cheap products.
As the clients have not had resources to investdhe going to use maintenance and
repair related services more. (Yla-Jaaski; 2008, 5
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8.3 Competitive environment

Wolting & Freiling (2002) have presented problenmsitt small companies have
concerning the competitive environment. The maibfam for small companies is
that they pay too little attention to their compms and the competitive environment
they operate in: the main concetration seems torbthe production work and day-
to-day business. This is why the decision makingas based on the realities of
competitive environment. That in turn leads to teacactions which means that a
company comes behind its competitors in businessvations. The information
collected of competitors should be used in stratedgcision making that are
impelemted in reality. Having an up-to-date underding is vital from strategic
decision making point of view and also becausenabe world of globalization and
technological integration competition grows intooMnew level. In general, smaller
businesses do not have the financial resourcevdocame disadvatageous market
trends. Therefore flexibility and anticipation aftdire is vital to them: in other words
they should possess intangible assets, such asldasgsv Also the case company’s
concentration seems to be on on working rather seamg the business from a larger
perspective. As said before not much is done inerorb keep up with the
competition. Therefore the next sections will idinoe the the case company’'s
competitors giving the answer to the fourth redeaquestion: what kind of

competitors does the case company have?

8.3.1 OT-Koneistus Oy

The first competitor is OT-Koneistus Oy which i€dbed in Laihia and is operating
in the same facilities as one of the case compatligats. The business is younger
than the case company as it has been establistied Beginning of year 2007. The
company type of this competitor is limited compa@y.-Koneistus Oy employes 5 to
9 persons (9 in 2007) and its annual turnover falisler the same category as
Valukoneistus Kivinen ja Jarvi Ltd. being 400,000,000 €. (Yritystele, 2009b.)
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The only information that could be found about tbignpany from internet was the
webpages and some references of their machine istgp@nd information from
company databases, like Webinfo and Yritystele. Wedpages were available in
Finnish. They provided information mainly about thachinery and production line.
The interesting point that was found out from tle&/s section was that they have just
invested money in new machinery at the beginnintisfyear as in March they got a
new Brother CNC centre. Their quality certificatisnquite new as the company just
got ISO 9001 quality assurance system certified BYQC (Bureau Veritas
Quiality Certification) in January 2009. The mostportant information about the
company'’s operation field and machinery with contatormation and offer request
sheet were also available in English. This leadbécassumption that the company is
also prepared to do trade across the borderseéseer to get clients abroad if you are
able to communicate with them. (OT-Koneistus, 20@087b; 2007c.)

The company’s best competitive advantages accorttinthe webpages are their
professional and motivated personnel and the welttfoning production lines: the
production process is flexible as it can be eaadjusted according to needs. This
enables the production of small and big items $igleside. The company can also
produce series. From their point of view the stteagf the company are transaction
ability, high quality with competitive price and eetlent affiliates. However they do

not provide information about these affiliates. (Rdneistus, 2007a; 2007b.)

8.3.2 ST-Koneistus Oy

The second competitor is ST-Koneistus Oy whiclocated in Ylojarvi. The business
is older than the case company as it has beenlisktbat the end of year 1975. The
company type of this competitor is limited compa8y-Koneistus Oy is bigger than
Valukoneistus as it employs 20 to 49 persons (33006) and its annual turnover is
much bigger than Valukoneistus Kivinen ja Jarvi '&tdbeing €2,000,000-

€9,999,000. The growth for this company seems tgu strong because in 2008
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the business profits were approximately €549,00€erizan in 2006. The company’s
specialization is in serving customers that reqdeenanding machinery as well as
serving hydraulics providers that need metal prtglutade of steel and aluminium.
This company according to the available informaticas the only one that was able
to increase its profits in year 2008 when compatmeatrlier years. (ST-Koneistus,
2009a; Yritystele, 2009c.)

There is quite a lot of information available iretimternet about this company, both
on their website and other sources. ST-Koneistus’s Owebsites were
comprehensively available in Finnish including nesgstion, description of the field
of operation, available solutions and customerresfees. To make it easy for
potential clients to search for products they hapr@uct catalogue and separate
product search. The most important information veamilable in English and
Swedish, excluding the product catalogue. Thisagumal as they do exports: they
even have a representative in Sweden. Regardleéss ohgoing economic crisis they
have made investments to expand their facilitie@pmil 2009. In May 2009 the
production management was renewed by taking new Ilsggtem into use. (ST-
Koneistus, 2009b; 2009c; 2009d.)

The main stregths of this company relate to theipeeience and customer
orientation: they have experience of 35 years &eg have both standardized and
customized production and services to meet eveluenicustomer needs. The
standardized products are available from stoclsalpgoducts are based on companys
own design and they include products like valvedinders, subplates and bar
manifolds. The customized products can be madediogpto customers own design.
When necessary, ST-Koneistus Oy also provides ddgeamd testing services to
their customers. They also inform the customer bwsir technology can benefit the
customer by increasing productivity and improvirge tcost-effectiveness. They
provide finish to their products as they can cldam and remove the scraps. This

kind of wide service and production field can belenstood based on the company’s
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aim: they wish to be a strategic partner to theistemers. (ST-Koneistus, 2009a;
2009e; 2009f; 2009g.)

The company seems to be quite networked as itrisopd he Finnish Hydraulics &
Pneumatics Association and Organisaatio-Sanomathwisi a common media for
suppliers and their customers. In addition conoesticould be found between this
company and different automation and programme igeos such as Fastems and
Pathrace Oy. This is important because in theseigers’ websites it is even deeper
explained how the systems can improve their opmratfrom customer’s point of
view. The company’s contact information was avddah a web-based database for
European companies: this website was available mgli€h, French, German,
Portugese, Spanish, Italian and Dutch. Just thimk many people can easily find
that information. ST-Koneistus obviously investspiablic relations as well as they
have been sponsors for dragbiking and eurodragsteis kind of PR may help a
company that is related to hydraulics and machin&igo connections to TEKES, the
Finnish Funding Agency for Technology and Innovatomuld be found: TEKES has
provided some funds for this company in 2004 whieckans that they have been
developing the operations somehow or made somea athevations in that year.
(Organisaatio-Sanomat, 2009; The Finnish Hydraulic®neumatics Association,
2008; Finnish top fuel team, 2009; European DragifpNews, 2009; Euro-
companies, 2009; Konekuriiri, 2007, 3; Fastems82607; Tekes, 2004.)

8.3.3 Konepaja Seppo Suomi Oy

Third named competitor, Konepaja Seppo Suomi OYocsited in Hartola. This
business is older than Valukoneistus Kivinen & J&td. as well: the company has
been established in 1978 as a small family ownedpeamy. In 1987 the company
type was changed into limited partnership and fynal 1999 to limited liability
company. Konepaja Seppo Suomi Oy is bigger thancse company in terms of
employees and annual turnover as it employs 18psrand its annual turnover is

from €2-5 million. They specialize in supplying djtsa machining to leading
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international companies and in addition they prewthndardized tool production to
construction industry. (Kompass International Nessbmvander SA Kompass, 2009a;

Konepaja Seppo Suomi Oy, 2007a.)

There were a few available sources giving infororatbout this company and its
operations. Their websites provided pictures of esgroducts that they can do, but
they also showed what kind of machinery they h&amme customer references were
provided as well and among them could be seen aiSweompany as well. The

webpages gave also brief introduction to the comparEnglish. (Konepaja Seppo

Suomi Oy, 2007a; 2007b.)

This company’s strenghts relate mainly to the camgjza experience, product
selection and maybe from some point of view alseirthocation near to South
Finnish concentration of people and industry. Wtlencompany is well-established
it means that they have experience and expertiseoropetitive or incompetent
companies do not stay that long in the marketsdib selection may be an
advantage as the company seemed to have a wide ddngachines that relate to
both lathe work and machining: if the potentialtonsers have information about the
machinery needed to produce their requirement liklps them to decide whether
Konepaja Seppo Suomi is able to help them. (Korefappo Suomi Oy, 2007c;
2007d.)

Other references to this company in the internkdted to sponsorships such as
sponsoring enduro and some databases like Yritysinfl Kompass. An interesting
article was found from a machine industry maga#inghich Konepaja Seppo Suomi
was introduced as positively different actor: thesg different tehcnique in removing
the scrap than what is common in Finland. The hegghting method is more

common e.g. in Sweden where it is in wider use. ddrapany is obviously interested
in developing their network at it has taken partoim survey that was done

concerning actors and their relationships in Hartold nearby areas. This survey had
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shown that Konepaja Seppo Suomi had an importaet as and intermediate.
(Himmanen Racing, 2009; Konekuriiri, 2008; Net Eff®y, 2009.)

8.3.4 Komas Oy

Fourth competitor, Komas Oy is located in Jyvaskd it has ten different facilities
in Ostrobothnia, Savonia, Pirkanmaa and CentrdafRth The business is younger
than Valukoneistus Kivinen & Jérvi Ltd. as it ha=eh established in year 2002. The
company type of this competitor is a Limited LidlyilCompany. Komas Oy plays in
whole different league than the case company imgeof its size: it employs about
800 people just in Finland and its annual turnage€£143 million. It has also an
important facility in Poland where it employs 50@ople. The company has
developed and expanded its business from the heginrapidly and strongly:
therefore also outside investments have been neellesl company has grown
through mergers and acquisitions. That has endbkxd also to target bigger clients
and to manage bigger entities. Komas Oy does ogoiting and exporting and it
specializes in supplying turnkey systems in assgmmbachining and hydraulics. The
available work abilities include, among other tlindorging, welding and
machinging. The machinery base of this companyushtbigger than Valukoneistus
Kivinen ja Jéarvi Ltd. as they have 200 CNC machirtésmas’ profits have gone
down from year 2007. (Capman 2006; Finnvera, 26@8nas 2008a; 2008b; 2008c;
Kauppalehti Vip, 2007, 14-15; Talouselama, 2009tygtele, 2009d.)

There was a lot of information available from tikernet about this company. The
websites provided a lot of information about théusons and services that they
provide and the available languages were Polistglign and Finnish. English
information was quite comprehensive as the infolwnatconcerning different
facilities, production abilities, organization aitd strategy was provided. Customer
references include big companies like ABB, Warfsiéltra, John Deere and SKF so

it seems that this company is well networked witthia industry. This suits well to
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the company’s strategy: their wish is to continvewgng and to handle even bigger
entities than before. To gain more clients theyhwis internationalize and develop
the operational effectivity and logistics togethath their clients. (Komas, 2008a,
2008d; 2008e.)

This company’s strengths clearly relate to itsedi#ht locations, and its strategy is
providing comprehensive combination of services pratlucts according to clients
needs: they are capable of providing clients witergthing from turnkey systems to
smaller series. The service range that Komas Oyigee is wide as they offer
material acquisition, producing of machined compuseand welded structures,
installment-ready hydraulic entities and end assémmbbassembly of machines and
equipment. In addition also design, testing andstagsolutions are available. This
company obviously has a well established capabilitgerving very different clients
also in different geographical areas as Polanduite gnear to biggest European
countries like Germany. Through these abilitiesdbmpany has been able to gain a
diverse customer portfolio and therefore they mable to survive better through an
economical crisis that is reality today. (Komas @08c; Teknisen Kaupan ja

Palveluiden yhdistys ry, 2009.)

8.3.5 Tarkmet Oy

Tarkmet Oy is the only competitor of the case camypthat is located in Vaasa. The
business is younger as it has been establishe®9d8. IThe company type of this
company is a Limited Liability Company. However Hiawet Oy is bigger than
Valukoneistus Kivinen & Jarvi Ltd. as its employs fieople and its annual turnover
falls between €1 million and €2 million euros. Thi®mpetitor specializes in
supplying demanding machining pieces in terms ahsuneement precision. Tarkmet
provides laser marking, laser machining, machininggtal work, grinding and
honing. In addition they provide complementary gsss: surface finishing and heat

treatment, assemply and testing, product desigreldement project management
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and also research and development services. Thpatgmhas done exporting to
Sweden, Germany, United Kingdom, France and Sviazdr Last year this company
did not make profits but that may be related to mherger it had with Veslatec:
Tarkmet is a subsidiary of Veslatec Oy. (Alihankin2009a; Kompass International
Neuenschwander SA Kompass, 2009b; Luettelomedi@9;20rganisaatio-Sanomat,
2007; Yrityshaku, 2009.)

This company has obviously targeted to exportingddition to Finnish markets as
they provide all the information available in Fighialso in English. Tarkmet has
taken a customer oriented point of view as theyamngow the different techniques
can be used and how the technology improves theiexf€y making the cost-
advantage to the clients visible. This shows thatdompany understands the factors
that matter to clients when they do their purhcabtchining services are provided
to e.g. to diesel enngine industry, automation &tigy paper industry and to
manufacturers of the pharmaceutical industry. Tpeal customers of laser marking
then again include the car industry and food imgudtaser machining can be best
utilized by hospital industry, in automation anchsa& technology and by engine and
hydraulics manufacturers. Tarkmet and Veslatec dlsat operates in Vaasa formed
the Vesla Group: together they can serve wideregarfgeclients than they would be
ale to serve if they were operating alone adn ey improve the product quality.
The two companies have merged their production #&edause they have
complementary skills Veslatec is concentrated dessamarketing and R&D while
Tarkmet is responsible of the laser manufacturimgl anachining. The group
cooperates with the Technical University of Tamperd VTT in the field of research
and development. Therefore it seems that this comnpeas had some interest in
networking as well: this can be also understoodntienking that the company is
attending to the subcontracting fair 2009. (Alihatk 2009b; Tarkmet Oy, 2009a;
2009b; 2009c; Kompass International Neuenschwarfar Kompass, 2009b;
Organisaatio-Sanomat; 2007, 3; Webinfo, 2009.)



82

Tarkmet has many strength§he main strength is that in addition to their &vid
product range they provide supply chain managersentices: the company is able
to provide ready to use products by taking caretted whole process from

manufacturing and storage to delivery and otheistmg services. The company has
a strong drive to product development and marke#isgt has cooperation with a
university and it is a part of a company that haswedge in marketing. (Tarkmet

Oy, 2009d.)
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9. Research Findings

This chapter will introduce the reader to the redeéindings based in the context of
the theoretical framework and the customer intevsie

9.1 Customer Characteristics

Valukoneistus’ bigger two clients have decentralipeirchasing and the smallest in
terms of purchased volume has centralized purchage®%). All the clients
emphasise quality of their production and processestwo of them also target to

narrow segments in their business.

Customer 1 has both centralized and decentralized purchasihg: strategic

decisions and contracts are made centrally andadgy business is decentralized
for the units. The customers’ decision making comiog suppliers is quite different:

in the big company the decision making seems tquie chaotic at the first look as
all the people who work in house try to affect tlecisions. However the ultimate
decision is made by the buyer who has to weightpieferences of the product
development department, quality department andyatozh department and make
the decision. From this view it can be said that diecision is made in cooperation
between the units. For this client all the uncettas are reality in some form and the
uncertainties affect to supplier selection. Whenfdtes need uncertainty the
cooperation is done with current suppliers: in t®rofi schedules it would be too
challenging to take new supplier. The challengéha existing supplier relationship

for this customer is to select right suggestionthose coming from the supplier. This
results from the fact that if continuously using turrent suppliers the company may
become blind to other solutions that may exist #metefore it has to have clear
vision of the development. In market uncertaintyaion the challenge for it is to

choose the supplier whose solution will serve alter many years. When it comes
to business transactions main concentration fotoousr 1 is to have an agreement

with suppliers on paper before actually carrying the deal, especially to get a
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sanction clause written on the contracts.

Customer 2decision making is a bit different: usually the ideans concerning the
suppliers are made by their project coordinatorcWwhmeans that the decision maker
can change according to project in question. Tlesmany’s uncertainty mainly
concentrates around transaction. This means thatustomer 2 it is clear what is
needed and from whom in the supply chain they @rtheeir requirement with best
quality and price. Its main concern is to get sigopl which can assure reliable

deliveries and stable quality of the products.

In customer 3organization the decision making is mainly madethiy purchaser:

however if the goods are more complicated catalgjuéf then also other people
may have a say concerning the supplier. This cogipanncertainty mainly

concentrates arountthnsaction

9.2 What Is the Purchase and Wom It Is Bought From?

The clients’ view of the products purchased fromukaneistus Kivinen & Jarvi Oy
differentiated a bit: customer 1 perceived thewduct as a preference product and
the other two clients categorized the products lmsed from them under shopping
products group. This indicates that the part Vahgistus manufactures is a risky
product for the clients. In some clients’ finishgaoduct the purchased item
represents only a small part but failure for exampl quality would be risky and
expensive. In other clients finished product thet pleey produce has a bigger role
and therefore it is more risky'# we have selected wrong supplier or if the suepl
screws up it means big lossé€ustomer 3, 2009). (Customer 1, 2009; Customer 2
2009; Customer 3, 2009.)

Customer 1 always gives the current supplier an opporturotynake an offering of

new products and they will be contacted among itis¢ if something new is under
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development. Supplier is switched if the clienhdg happy to its services and if after
briefings supplier’'s habits still do not change.offmer reason for changing supplier is
the long term strategic plans to concentrate pwehand make bigger contracts in

order to benefit from economies of scale. (Custom&009.)

The most important qualifications for supplier apaality, price level and delivery

reliability. Production capacity and relationshifg anportant in the long run and the
importance of the cooperation networks and devetyrpotential varies according
to the situation. The size of preferred suppliepatels on the purchased item:
however it does not play that big role in all sétats as this client cooperates with
many small suppliers. If the product is new but pineduct group is familiar to the

purchaser it does not have effect on the prefestgapliers: they will be the same.
However, sometimes the purchaser may have a lotheanarket supply in order to

assure that its suppliers have up-to-date solutionsiodified purchases and straight
rebuys the existing suppliers usually get the déddsv suppliers are audited in order
to know if the supplier fits to criteria used. &amer 1, 2009.)

Customer 2also prefers existing supplier relationship in@yghain when it begins
a purchase process for a new product. Accordinthéomanager supplier can be
changed if the required product includes propertieg cannot be executed in the
existing supply chain or if the capacity of the stixig chain is fully booked. The
manager also states that also if they “see thathiewad is needed”, which means that
if they intentionally want to increase the knowhl@wel on some new area, suppliers
can be switched. Good supplier relationships ateswiiched to others without good
reason e.g. too high price, increasing price pressu problems in the quality or
deliveries. The work will decrease little by littter those suppliers that are loosing
their position on top of the list. (Customer 2, 200

This client emphasises that quality, price andveeyi reliability go hand in hand. It

means that when a supplier operates effectivelyptiee is also effective: this does
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not necessarily mean that prices should get lowWeha time but even keeping the
price level approximately the same during timesimareasing prices is actually

decreasing the price. The size of a supplier isomamt: it has to be big enough to
ensure services for its clients also during econsdmeiom when there are also more
clients. It is a risk for the client to buy fromraally small supplier as during an
economic boom the supplier may take other client® way more leaving the

previous clients in trouble. In this sense the @ugr wants to ensure commitment
from the supplier and dares to start giving morekwanly to suppliers with enough

capacity. However they do not want to force anytngain capacity. It should be a
natural development path for the supplier rathantforced. The reason for this is

obvious:

“l don’t want to take that chance that | put presswn any supplier to buy a
machining centre of €100 000 - €300 000 and thenclient would let me

know that this particurlar product is not a succésshe markets. | have to
find a supplier who can take this kind of risk srcapable of commiting with
his existing machinery. Or so that an investmeah @lready exists but this
project only partly supports it but does not jeagiae the whole investment if
the end product is not a success. | see that ogpaesibility is to be

conscious buyers and not force anyone to that satna (Customer 2, 2009.)

In all buying conditions the existing suppliers arébetter position as they know the
client and their way of doing things, the clientolws them and their capacity and

approximate price level. (Customer 1, 2009.)

Customer 3 the smallest client, states that they do notntmeally favor the
existing suppliers but many of the requests fortatimns are directed to familiar
ones. Also suppliers’ activity can affect if forarple the purchaser does not know
all the alternative suppliers, i.e. if the purchiasas a market uncertainty. Suppliers

can be switched if there are problems related #émstctions or quality of the
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deliveries from the current suppliers. (Custome2(®)9.)

The most important factors in choosing suppliees@ice and quality: nowadays the
delivery problems are not that common anymore. ddgacity is not that important
for this client as there are not that many prodtitéé require a lot of capacity. The
supplier should be able to provide finished paiits weeded coatings: this saves time
when the part does not have to be moved from pitae@other. The size of a supplier
does matter - too small companies are avoided. Glnemt orders test lots from
suppliers in order to measure which supplier cae lip to their requirements.
(Customer 2, 2009.)

9.3 Marketing Issues

There were a few main points that were standingrotite interviews related to the

marketing issues. First of all, the clients canréally proactive and search for the
supplier by themselves from internet and also liygutheir network connections also
outside the production network. Relationships alsemed to have an important role
in the market network. The different marketing commication methods are

represented next from customer point of view in endetail. (Customer 1, 2009;

Customer 2, 2009; Customer 3, 2009.)

9.3.1 Internet/ Webpages

All respondents said that internet is an importsmirce of finding new suppliers,
more precisely search engines like Google. Thisnsi¢hat a supplier must have
webpages in order to be available and that heyreakds to think from the client’s
perspective: which kind of search terms potentiaht may use in order to appeal in
the search results? Clarity of communication on whabsites is valued: websites
should have clear information about the suppliethat it is doing, what it wants to
do and what is its core competence area, meansogvalat sort of projects it wishes

to do. In a nutshell, the potential client showdtl,a glance, to be able to tell if a
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supplier can serve it in its need. The webpageuagbould be good and clear and all
the necessary information should be easy to finde Tvebsites give the first
impression to a supplier’'s potential clients andtfimpression means a lot, also in
business-to-business markets. Information shouldi@to-date: outdated webpages
may result to having a negative impression of tggper. Technical information of
the supplier's machine base provides the potediiht an idea what the supplier can
or cannot do. One respondent brought up some dgmamds that can irritate people
in webpages: heavy webpages that upload reallylgldvine customers do not have
time to wait uploading for long time. Another sosiraf irritation may be automatic
popup tabs or windows and therefore using thesaldhme carefully considered. As

the respondent stated:

“All popup windows and huuuuge pictures irritate fexample when
Googling something and even though you would hheefastest internet
connection your computer just says that ‘39 iteesaining’ and then you
just hear the sound click, click, click... Justitele.” (Customer 2, 2009.)

Even though heavy webpages may cause irritationréepondent from customer
company 1 states that pictures of production peasl finished products can be
useful to the customers athéy can tell quite a 16t Flash shows or videos are not
needed. (Customer 1, 2009.)

9.3.2 Word of Mouth/ Reputation

Another important source of information that waspbasised in the interviews and
that relates to networking is the word of mouthpga customers recommend
services of good suppliers to others in need. Kanmgple in the customer compahy

different actors exchange information with eacheotand also with people holding
similar position in other companiedsive been a participant in the buying function

for 11 years now so | know quite well what is goamgin the Finnish markets and |
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also hear a lot of stuff from the buyers of othempanies. It is basically making

phone calls and exchanging informatiq@€ustomer 3, 2009).

The manager of Customer 2 had similar thoughtseasgdied that relationships can be
good information source of potential suppliers, isomeone knows someone who

has a good supplier somewhére

9.3.3 Personal Sales Calls

In general personal sales calls is a communicatiethod that divides feelings. Two
of the respondents did not consider personal salkésexactly professional
communication method from a supplier that is not pathe existing supply base. In
this sense this method should be carefully consttigmarketing for new clients.
(Customer 1, 2009; Customer 2, 2009.)

However this again depends on the style. For sams®mers sales calls do not
automatically mean interruption and irritation, &ample if the supplier calls
shortly and asks for e-mail address in order ta sehusiness presentation it does not

take too much from the customer. (Customer 1, 20@8tomer 2, 2009.)

“Well, if it takes 5 minutes that is enough. Aftieat it is in buyers e-mail and
if it is of interest the buyer can then consideetier or not to contact”.
(Customer 1, 2009.)

Customer 1 has had these kinds of phone calls frmsuppliers 4 to 5 every week
and they think that this is happening because@gttonomic situation. A few times
suppliers have also directly asked if it is possiol them to actually deliver some
products for the potential customer with their csast for testing purposes. As one
can guess the quality department really embradesitid of marketing. (Customer
1, 2009.)
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An opposite reaction can also be possible fronttl#omer side. Some customers do

not want random, unknown suppliers’ daily contasgpecially if they take too much

time:
“And by personal sales calls | don’t mean that lulblike suppliers to start
calling me that ‘I am this and that and so on’. daity the biggest mistake
one can do is to call to an unknown company thiattis is Mikko from from
Majalahti’s Machine Workshop. | have great lathetpdor you'. After this
the first thing at least | say is that ‘well, I'nohinterested’.” (Customer 2,
2009.)

9.3.4 Trade Magazines & Trade Shows

The trade magazines were not that great in impoetaccording to the respondents.
The reading habits of trade magazines vary quitt. @ne of the respondents reads
magazines but did not remember that he would haned any useful contacts from

them. Another does not read trade magazines ahdlthe third one says that reading
habits are related to the market situation. He gethem when he is not busy.

However when reading the magazines he does nottkmokmall advertisements that
carefully: what is more important are the articed®ut companies that have been
doing something new or have expanded their busioeggoduct range or got new

clients. It is those articles that capture hisrdatta. (Customer 1, 2009; Customer 2,
2009; Customer 3, 2009.)

The interviewees’ opinions and experiences abadetrshows varied. Customer 1
goes to trade shows and visits suppliers who hawengan invitation but they also
just wander around having a look at random intergssstands. Customer 2
mentioned that the main reason for going to trddewvs is to find special suppliers
who are able to provide larger entities: the smaieoducts that Valukoneistus
Kivinen ja Jarvi Ltd is providing are not neceslyasearched from trade fairs.
Customer 3 client visits different trade showsital fsuppliers and clients. They also
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have got invitations to visit suppliers in tradeosfs and about 50% of time goes to
these visits. (Customer 1, 2009; Customer 2, 2008tomer 3, 2009.)

9.3.5 Relationships & Network Theme

The importance of existing relationships was ouotitag: the respondents
emphasised that when a company has started to redepeith a certain supplier this
supplier has more knowledge about the customernagton and habits than
suppliers that do not yet deliver to the client. Ba other hand a new supplier also
may have to be approved by the end client. As altre$ all this it may be cheaper
for a customer to take deliveries from a suppliet talready knows the client, its
standards of quality and delivery and so on, he.tbtal price becomes cheaper than
if choosing a whole new supplier. It takes timertake the procedure smooth with a
supplier that is not yet in the supply network. fHiere it makes sense that the
supplier base does not change that rapily.an example we can take a statement
from one of the respondentsvé have a lot of suppliers from the same size rasge
Valukoneistus--that have been serving us for 20rsyeéCustomer 1, 2009).
(Customer 1, 2009; Customer 2, 2009; Customer @920

Companies are interrelated: it can be that madhimas a client and this client’s
customer is also a client of that machinist. Irs dense the relationships vary in great
amount and because Finland is a small market enerigoows everyone and word of
mouth is spread. In that sense successful custoetaionships may bring new
clients as well. Also people from different compamnhave contacts with each other
through organizations and other networks: this Iso @aan important source of
information of alternative suppliers for the custss (Customer 1, 2009; Customer
2,2009.)
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9.4 Relationship to Valukoneistus

The customers’ relationship duration with the cesmpany varied from just 1 year
to almost 20 years. Company 3 had started doingnéss with Valukoneistus
Kivinen ja Jarvi Ltd in last autumn, so this redaiship is quite new. However,
according the respondent he knew the case compa@agy before he started to work
in the current company and originally he got infation about Valukoneistus from a

client of his earlier company. (Customer 3, 2009.)

About the work type situation the respondent hatkar view:

“At this moment we have done a lot of small seaied test work and we still
continue that. Now when there is an economic downiee dont have that
much other work to do so we try to get new prodiathe markets and that is
somehow a problem area for us too because thatddinebrk is easily looked
down on when there is an economic boost again ame rseries work to do

which is considered better’(Customer 3, 2009.)

Based on this statement it seems that during atlibescompany has problems in
finding a supplier who could supply smaller setiest products. That work however
needs to be done beforehand if the company wishetotget series work to do.
(Customer 3, 2009.)

Customer 2 had been in contact with Valukoneistivinkn & Jarvi Ltd already from

the eraly 90’s. The respondent emphasised thatecoimg the work types they do
vary from small test series to wide range seriegp$fers however, do not have to
have this wide offering range as it would be toondeding for them to try to do
everything in terms of needed investments. Thathg many different suppliers are
used. All of them do different kinds of things fihis company and the suppliers’
work types vary from doing small test series witht schedule to making huge

series. In other words, every supplier has its owla. He states‘as a buyer we
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consider carefully what share we represent in tuspany as a client and if we add
a product for them to make it has to suit to thespacity and machine base”
(Customer 2, 2009). This means that they will ndgtgpheavy load on a company that

they know is not capable of managing it.

According to the respondents estimate, Customeas3done business with the case
company for a long time, starting from 1997 or frat898. This person got
information about Valukoneistus Kivinen ja JarvdLfrom the previous buyer. The
respondent states that they have need both fol sesaiseries and continuous series
work. There is a need for more test and small sevig they need to be done of

different raw materials than aluminium. (Customg2@09.)

9.4.1 Strengths & Weaknesses

The respondents were asked about the strenghtsveakhesses of Valukoneistus
Kivinen & Jarvi Ltd in order to get information aliotheir view of the company.
Some of the stregth statements could be somehodvinsearketing: it is the clients
who know best what they like in the case comparny they can provide important
viewpoints from client perspective. This in turmdaelp the case company to market

in a meaningful way.

The first strength that was brought up is the bdlity of Valukoneistus Kivinen &
Jarvi Ltd. It is a reliable partner who deliversatity. There is no need to monitor
their actions all the time as the client can trtfsat they will live up to the
requirements. Also the price is in good relatiorthe quality: it represents average
level in the markets. The service level was alsonted as strength. It was stated to
be excellent. Deliveries work smoothly and if theme any delays the company
shows responsibility and will let the clients kn@alout them well in time which
enables clients to react early enough. In thises&faukoneistus Kivinen ja Jarvi Ltd

is said to be honest and proactive. (Customer Q9;20ustomer 2, 2009; Customer 3,
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2009.)

The weaknesses that came up in the discussionsdvarhe first one was that the
case company should be more solid in the quotastage: back and forth
communication about the price when the quotatichbdeen already given makes the
buyer a bit unsure about the purchase and comntignc@rocess. Namely, in
industrial markets the suppliers client may itdsdf a supplier to another company
and if a supplier asks still about the price affee quotation is made it makes
communication hard also for their client as theyuirm may have to confirm enquired
things from their client which gives a bit unpraesal image about them to the final
customer. However the respondent said that queiomore about fine adjustment
rather than making huge changes, which mean tieiués the only thing he could
think of when asking about weaknesses. The secaakess that was pointed out
was the raw material selection Valukoneistus KiwigeJarvi Ltd. has: it is not that
used to work with other raw materials except aluomm The third mentioned
weakness was their negotiation skills: in past tlsérted to negotiate the raw
material contracts directly and at least in theiti@gg in it was a problem as it
seemed that they were not skilled enough in tretl.fiThe respondent emphasised
that:

“This raw material issue they should consider maotarefully: when
Valukoneistus provides raw material aqcuisition tteeir client they also
should perceive negotiating favourable raw matepakchase terms as a
part of their service to their client and not jue simple action of buying the
raw material. They should be good in that as wélithey provide this

service...not only in machining and deliverie€Customer 1, 2009.)

According to the interviewee this weakness cameyegrs ago but this quotation
from him is actually revealing an important faatrfr operation and marketing point

of view: a supplier has to be good in all serviitas offering to its client, including
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also other things than just the product.

9.4.2 Ideas for Development

The respondents were also asked if they have ideagvelopment concerning range
of supply or business in general.

One issue that came up was that for reason or aendtie case company is not

bringing up the professional skills the company. fid® respondent encourages:

“For example Valukoneistus is a top level machifastaluminium plates
They should more bring up their expertise to oweggch and development
department because I'm sure they have ideas hampeoove the product

or decrease the total cost level of the productig@€ustomer 1, 2009.)

Also activity was perceived important in form of etegs or phone calls. The
meetings do not have to be formal and they can pédee every now and then. Some
customers may prefer phone calls in few month€rimélls. However calls should
not be made just because of their own sake: theveld be some issues to discuss
too for telephone calls to be effective and goodnmwnication also from the
customer’s point of view. Also e-mails can be dentexample when the supplier is
doing something new or making investments. The camaation from the supplier
indicates activity and of course helps to get ccistavhen customer has new needs.
(Customer 1, 2009; Customer 2, 2009; Customer 39.20

From the product point of view a few points came kipst of all the raw material

selection was seen to be a bit too narrow beingiijnaluminium: it could be good to

have expertise also from other raw materials. & aiso brought up that they could
start to think about delivering larger entities:t nost parts. (Customer 1, 2009;
Customer 2, 2009; Customer 3, 2009.)
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10. Conclusions

Network can never be understood completely. Thesnssult of the numerous actors
that operate in the network and make their ownrapsons of it and act based on
those assumptions. From the case company’s viewpanstrongest effects to their
business come from the competitive field, the atrraarket environment and their
customers. Therefore this study has heavily comatat around these issues the core
being on customer behavior and marketing issuesin#plified figure of the case
company’s network can be seen below. All the actbeg are visible affect the

market environment but also external attributesteXihese are explained further.
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Figure 10.A Simplified Representation of Valukoneistus Kivi&elarvi Ltd’s
Network.
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The figure shows that even two competitors canridedl for example through trade
organizations and through common clients: thisassfble because they may solve
different problem for client, e.g. they may proviclestomers with something that the
case company is not able to provide. Like many rot@mpanies also the case
company has many suppliers. The supplier’s relabgnwith Valukoneistus is not
the only one it has: it can also have relationshiptheir competitors or even with

their customers. These kinds of linkages are semlibusiness markets today.

When the case case company is finding new clidrgg actually wish to find new
relationships. The characterizing factor of relasioips is that they share linkages of
actors, resources and activities. The existingioglahips therefore form a limit to the
case company’s new relationships: they can not rpote capacity into new
relationships than they have available. This shbeldonsidered because the existing
relationships demand adaptations and commitmemb falukoneistus Kivinen &
Jarvi Ltd. If they do not show commitment to theiséirg relationships it may
decrease the trust of existing clients: therefastemqtial new customers should be
added to their customer portfolio one by one dlitiy little to make it possible for the
case company to adapt their operations to newtgitg This is why Valukoneistus
has to consider the type of its client base demamdshow they can add clients

without loosing the old ones.

The case company will face a lot of challengesrymgj to gain new clients also
because the defining factor of networks is theab#ity: customers prefer their
existing suppliers in order to save time and moaeg therefore networks do not
change rapidly. This means that it may take a tang to Valukoneistus to gain trust
of new potential customers and actually form ati@hship with them. That together
with the current economical crisis implies that tbempany is going to have
difficulties in finding clients, given that its mget visibility is quite low and also
because the competition is high for the new ordeosnpetitor businesses seem to be

much more developed than Valukoneistus. This malcate future problems in
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gaining new clients and even keeping the existilgnts. In order to succeed in
future Valukoneistus should consider expandingrtbgpertise in delivering bigger
entities or to consider delivering products madetber materials than aluminium too
or expanding their service to customers somehowidbbly these kinds of changes
should be made after careful consideration andnelxtg the business changes to a

longer period of time.

10.1 Client Purchasing Practises and Characterist&c

Valukoneistus is serving companies who manufaatareponents or end products to
consumer markets. Their clients are located indfigl but the whole network is
expanded also outside the borders when includimgyr tbtustomers’ clients. The
products that Valukoneistus is producing at the mamare mainly done of
aluminium and they do not have great role in the groduct (in terms of size, price
etc.). Valukoneistus’ clients serve segments likshore, ship industry and mining,
vehicle, information technology, electrotechnicustty, machine workshops, health
care industry. In this sense it seems that Valuistueis a part in serving end clients

who vary in great extent.

Valukoneistus’ clients purchasing practises vagnirdecentralized to centralized
practises. When the purchasing activities are deslezed Valukoneistus should
really know the person they contact. Decentralipacchasing practises can imply
that there may be other locations in Finland tloatidt be served by Valukoneistus as
well. If a big company has similar production faa@k in many locations this could
mean more job opportunities for Valukoneistus. @dized purchasing practise
means that there are usually only a few contagplpeeho actually have purchasing
decision making power. It seems that many of thentd that Valukoneistus is
serving at the moment actually prefer the supplibest already work for them.
According to the theoretical background this maythes also concerning other

companies: network theory implies that the netwaaks usually changing slowly
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because the relationships in it are stable and. lémghis sense the outcome for
Valukoneistus may be negative when consideringirgetclients from wider

perspective: it is hard to enter to a new productietwork if there are no relations or
contact to that network already through some chHatineame up in the interviews

that companies are looking for longlasting relagips rather than switching
suppliers all the time because in the long runeitdmes cheaper to them. If this is
true to other companies as well Valukoneistus hahance in getting into new
production network only if capacity of the existingtwork is not enough for reason
or another (e.g. if a potential customer has taslirrelations with a supplier that
cannot live up to their requirements or they wishget new expertise in to their

network).

The relationship point of view was raised in theeigiews: the clients wish to have
suppliers that they can trust and that can sergenthlso after a while. Therefore
Valukoneistus should put a thought into their dlibase: it is no use to try to get as
many new orders from random customers as possib@muse of the limited

machinery base and resources but rather to congaténg relationships that vary in
importance and that are compatible with each otBeme of the relationships may be
light versions that do not require that much adaptaand some clients can be
heavier users that require more capacity. This lesa¥dalukoneistus to provide its
existing clients with their requirements also dgrian economic boost when the

ordered amounts are bigger.

When it comes to customer uncertainties Valukonsi$ias a clear hint on what it
could concentrate on in its marketing communicaioll the interviewees

mentioned that the business transactions (delivgrglity etc.) are really their main
concern when it comes to their own operations amehs brought up that this really
is the strength of Valukoneistus: they know whatytre doing. The quality of their
products is excellent and they make the delivenigs agreed price and time. This

could be more emphasised in their marketing comoation.
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10.2 Retaining or Changing the Current Marketing Practises?

Both traditional marketing and network approachehtieir roles in marketing. Based
on the customer interviews and theoretical backgioVWalukoneistus Kivinen ja
Jarvi Ltd should consider its marketing from thetomer point of view: marketing
communication should be clear to the customersrdier to understand this concept
Valukoneistus should look at their company frontatise and see how they can be
found and reached by potential clients: in Vaass iprobably easy to find their

information from somewhere but what about if thetalce is 400km?

Marketing is improved if the company really putthaught into what they are doing
and for whom. A natural outcome of this is to weighe current marketing
communication, e.g. the webpages and other commtiomnc methods and the
message they should pass on to the potential €liane the webpages giving a right
impression of the company or is the e-mail prowgdatear information to the client
about the supplier’s capabilities and the benefitssing this supplier? It would be a
good idea to have a look at the webpages from engiat clients’ point of view and
think what kind of information they need and whatldkoneistus wants to emphasise
in the marketing communication. In the interviewsame up that the clients like to
know the machinery base of a supplier. The casepaosnis on right tracks in
providing this information, however this section tbeir webpage could be clearer
e.g. providing information on how their machinergncbring benefit the client.
Exploring what competitors are doing in this fielan help in generating ideas. The
current webpages of Valukoneistus Kivinen & Jarid.Lhave at least one very good
quality: they can be quickly browsed as they arefulbof heavy graphics. Therefore
also person in a hurry has the patience to waitttieapages will upload. However the
general layout is a bit confusing as it does nanhediately become clear what the
company is doing and for whom right on the frongegnae.g. parts of a component or

the whole component.
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The second marketing method used at the momeriteiss¢arch term in Google
Awards. This kind of advertising is of course gasthe supplier only pays for the
times the advertisement has appeared, but theeolgellis that search terms that
potential customers use may be many others thartheone the case company has
chosen, e.g. “Mori-Seiki NH4000 DCG”, “Mazatech W&, “hydraulic lobe” or
“horizontal machining centre” etc. If a potentialstomer uses some other search
term, the link will not appear aside and Valukohess marketing will not reach the
clients at all.

Other marketing methods used are personal sallssazal direct marketing through
e-mails. To make this method effective Valukoneidtas to ensure that the e-mail is
addressed to right person in the company. Enquatesit right e-mail address with a
call are not likely to be considered irritatingrfitdhe clients point of view if the call
does not take too much of their time: at least ating to the interviewees. However,
long telephone calls presenting the company thabtisven linked to the production
network in any way should be avoided as they aé@ate potential customers a lot. In
existing relationships the clients wished contaetpirlary: it depends on the person

in question whether informal meeting or a phonéisdletter option.

From a theoretical point of view it seems that thl@ft actually is towards
relationships marketing rather than segment thopkin real life this means that the
emphasis should be more on relationships, netwgrkind interaction with other
companies than on heavy marketing efforts: as rikeniiews implied the word of
mouth can be an important source of marketing aferences can be gained from
fellow participants in the network who have hadengnce with a new supplier. The
new marketing approach is customer oriented. Margas not only selling products
but also listening to the customers and their needs asking: is our product

attractive to the customers also in future?
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From supplier point of view taking care of the telas by interacting with the clients
and networking with other companies on the indusstnjital as it will help in gaining
information about the current markets and futuemds and business opportunities.
This is a result of the thoughts, ideas and refmenexchanged with other
participants in the network. This kind of knowlegdaensfer can happen for example
by participating in subcontractor's events or goieneur’'s organizations through
which suppliers meet each other. Trade shows cao bé effective means of
networking: suppliers can invite potential and &R clients to visit their stand. In
this sense trade shows can act both in maintaexmnging relationships and building
new relationships and the good point in these kihevents is that people who come

there are actually interested in getting new seppland making new contacts.

10.3 Competitor Characteristics

When looking at the competitors that Valukoneidtas it seems that all of them are
concentrated in providing larger entities and smwito their clients according to

clients’ needs. Some of them were even able toigeogtesign services, testing and
product development. In this light it seems thaluaneistus is on the right track in

its efforts to provide further finished productoowkver it seems that the competitors
have had higher drive for developing the overalibess: competitors’ that have
been on the market shorter than Valukoneistus haee able to develop and expand
their business rapidly: others by mergers, othgrinbestors’ help and others with

their own capital. This viewpoint gives the impiiessthat Valukoneistus has not

been aware of competitors’ actions and their deraknts. It seems that

Valukoneistus has a wish to stay small and prowidg parts of the whole products

but this can be a dangerous approach within a cbtwpeenvironment where all the

competitors’ seem to provide both smaller compahanid larger product entities in

small and large volume series: in this sense tmeay not even be room for

cooperation with them for Valukoneistus. The megnwof this is that if the

competitors are buying some of their parts fromeotluppliers there could be
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opportunities for cooperation with Valukoneistuattactually provides these smaller
entities: however if this is not the case, thendabepetitors may little by little eat the
niche that Valukoneistus is serving. This is onmpahy the company really should
consider who their clients are going to be in tiieife and what kind of needs those
clients have. This kind of reflection can help inding the way to develop the

company in order to make it possible for it to susvn the future as well.

Conerning marketing it seemed that many competiteese thinking about the
viewpoints that they thought are important to thetomers: many of them explained
how their product solutions and machinery base helpnts to improve their
effciency and reduce their costs. That enablesitslieo see the added value that the
competitors are providing to them. The companias wWere more export oriented of
course had more information available in anothergleage as well and all the
companies provided at least the basic informatimmcerning the operation field in
English. This leads to the assumption that theyidccde willing to serve foreign
clients as well. In general it seemed that thepetitors all had put a thought to their
websites: they had considered who is reading thedmdoat information the potential
reader should be provided with. Some competitord tumctional websites with
product catalogue and product search. The main asipin all the websites was on
clear communication i.e. what the company is priogjcand for whom. Many of the
competitors wanted to “bond” with their clients providing news on ongoing events

and on operations.

Four of the investigated competitors are developiregr relationships/networks and
marketing themselves in Subcontractors Fair 200@Akinta, 2009b). However the

competitor, OT-Koneistus Oy that is operating apprately on the same level (in

terms of turnover and personnel) as Valukoneisgusot attending. Therefore it may
be that the trend of attending to trade fairs iy true for bigger companies that have
better resources.
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10.4 Trends in Marketing Environment and How They Afect?

The market environment has many ongoing trendsaifiett to the case company as
well. The first, global markets and internationalpetition, is an important one.
Global competition means also harder competitiath lbar price and quality. In price
competition cheap labour countries have strongtiposand they develop their know-
how in the field all the time. This is why the Fisim companies should consider

developing themselves into a different directiomider to cope in future.

The direction can be found when looking the changescustomer behavior:

outsourcing is growing and this means that biggeities are done for customers by
their suppliers. In order to be able to providedmais with more added value
suppliers should invest in know-how, innovation angrovement of productivity. In

practise this means hiring educated workers whavkalbout the field and have new
ideas but also investing in machinery that can sawd time: most simple tasks can
be carried out by machines and workers are usddsks where they actually are

needed. This is important because of the structinahge in the age of population.

The price pressure should be realized from seyeralts of view. First of all, global

competition causes pressures to decrease the foicesstomers. On the other hand
the increasing demand for limited raw material teses also from new production
countries like BRIC countries is likely to increatbe raw material prices in future.
The environmental point of view is increasingly ion@ant as not all the used raw
material resources are renewable. The outcomesaaf gevelopment are many. First
of all when the raw material prices increase itésrthe companies to find out ways
to save raw material. This can be done by coopgrath making raw material

purchases. In addition expensive raw materials marsaved by using alternative

materials: this can also benefit end customerseayehsing the prices.

Currently one the most important factor that affeict getting new clients is the
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economical crisis. When orders go down the suppleve overcapacity available.
So has the case company. When the orders go dearired competition gets harder
and suppliers may try to expand their businesstherasupplier’'s client base or the
expansion comes naturally when some of the weak@stpreneurs vanish from the
markets and their clients begin to look for newigps. Because the competition is
hard the pressure to decrease prices is high. Ttemes of the economical crisis
will be long term in nature: the general coursehgt supplier prices decrease and
therefore the profitability of companies goes dowhis is the reason why companies
also should aim at developing the business fronplyirproduction based companies

to service based companies.

10.5. Future Research

What was surprising in this research was that thphasis in finding new suppliers
was on relationships and networking rather than tie® supplier's marketing
activities. As an outcome of this research morestioles can be presented related to
networking and forming of relationships and howh@ppens in reality in Finland.
Therefore a natural extension to this study wowdddinvestigate how new supplier
relationships are and have been formed betweem withestrial customer companies
and suppliers by networking and in which kind ofwmrks the purchaser’s find new

suppliers and vice versa.
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QUESTIONNAIRE

Purchasing activities & behavior

1.

What kind of business strategy does your company have?

0 Product leadership (emphasis on quality, leader in development)

0 Price leadership (best price)

o Niche (narrow target segment, special product)

0 Something else

Is purchasing centralized or decentralized? Does the purchasing approach vary by

product groups?

In which kind of situations existing suppliers are preferred? When suppliers are

switched to others?

How do you make decisions concerning supplier/product? Who buys, decides,

influences and uses?

Buyer uncertainties: how do you try to overcome the uncertainties? Please, see

enclosure 1: Customer Uncertainties

Which factors are important in choosing a supplier?

o Quality, price, delivery, distance, capacity, relationships/networks, development
potential, other factors, what?

o What meaning the size gets when getting machining company?

0 Buying situation, Please see enclosure no. 2: Buying Situation

Marketing

7.

How information about new suppliers is gained?

0 Websites: What is important? layout, available languages, technical information,
functions, etc.

0 Trade magazines: what attracts interest? Which magazines are most important?

o Personal calls: in what situation?

0 Trade fairs/ shows: How often does you company have visits? Invited or
wandering around?

0 Internet databases: are they been used, in what context?

Does best marketing practise vary according to product group/ buying situation?

Other reasons?

What kind of supplier competition there is concerning:

o0 Solutions: different concerning material, design, services related etc.

0 Networks: small/ big assemblies?
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o Marketing: how others do marketing?

Relationship with Valukoneistus

10.

11.

12.

13.

14.

15.
16.

How did you got to know Valukoneistus?

How long has your company done orders to them?

Under which product group you would categorize the products purchased from
Valukoneistus, Please see enclosure no 3: Fourfold Classification

Is there more need for proto or small series than for continuous series
mechanization?

Strengths: Why this organization has been chosen and which things have gone well
Weaknesses: has there been problems?

Development suggestions concerning offering or business in general (marketing)

Do you wish to keep contact: how often and how if yes?

HAASTATTELURUNKO (ORIGINAL IN FINNISH)

Ostotoiminta

1.

Minkalainen yritysstrategia yrityksessanne on?
Tuotejohtajuus (laatu, kehityksen edellakavija)
Hintajohtajuus (halvin)

Niche (kapea kohderyhma, erikoistuote)

O O o O

Jokin muu?

Onko ostotoiminta keskitettya vai hajautettua? Vaihteleeko ostotapa tuoteryhmittain?

Missa tilanteessa suositaan olemassa olevia alihankkijoita? Milloin alihankkijaa

vaihdetaan?

Miten ostajat tekevat alihankkijapéaatoksia? kuka ostaa/ paattaa/ vaikuttaa/ kayttaa?

Ks. liite 1 Ostajan haasteet : Onko jokin naista haaste Teidan yrityksellenne? Jos

kylla, miten se vaikuttaa alihankkijavalintoihin?

Mitka tekijat ovat tarkeita alihankkijoiden valinnassa?

o0 Laatu, hinta, toimitus, valimatka, kapasiteetti, suhteet, kehityspotentiaali,
yhteistyOverkosto, jossa toimii vai muut tekijat, mitka?

o Mika merkitys on alihankkijan koolla koneistajaa harkittaessa

0 Ostotilanne: uusi, modifioitu ja suora osto (Ks. Liite 2. Ostotilanne)

o0 Paasevatko alihankkijat tutustumaan kriteereihin, jos sellaiset on tehty
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Markkinointi

7.

O O O o o

8.

9.

Miten saadaan tietoa uusista alihankkijoista? Miten uusi alihankkijasuhde voi

muodostua?

Webbisivut: mik&a on tarkeaa? Ulkoasu, kielet, tekninen tieto, toiminnot, etc.

Alan lehdet: mika kiinnittd& huomion? Mitk& lehdet tarkeimpia?

Henkilbkohtaiset soitot: missa tilanteessa?

Messut: onko kaynteja usein? Kutsuttuina vai kierrellen?

Internet-tietokannat: kaytetaanko ja jos kaytetédan niin missa yhteyksissa?
Vaihteleeko paras markkinointitapa tuoteryhman/ ostotilanteen mukaan? Jos kyll&,
Miten?

Minkalaista kilpailua on alihankkijoiden kesken koskien:
» Ratkaisuja: erilaiset ratkaisumallit koskien materiaaleja, malleja, palvelua etc.
*  Verkostoja: pienid/suuria kokonaisuuksia

»  Markkinointia: miten muut markkinoivat

Valukoneistus

10.
11.
12.

13.
14.

15.
16.

Miten saitte tiedon yrityksesta?

Mista asti yrityksenne on tehnyt tilauksia talle alihankkijalle?

Mihin tuoteryhmaan sijoittaisit Valukoneistukselta ostettavat tuotteet? (Ks. Liite 3:
Tuotteiden nelijako)

Onko tarvetta enemman proto/piensarjoihin kuin jatkuvaan sarjakoneistukseen?
Vahvuudet: miksi juuri tama yritys & Heikkoudet: milla alueilla on ollut mahdollisia
ongelmia

Kehitysehdotuksia? (Tarjontaan liittyen/ muuhun liiketoimintaan liittyen)

Onko yhteydenpito toivottu: miten ja kuinka usein? Kaynnit/ soitot/ uutiskirjeet etc.
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CUSTOMER UNCERTAINTIES
1. Need
The buying organization does not have the exaotimtion of what is needed

and what kind of solution is best in order to hthwe optimal end product.

2. Market
The buying organization has knowledge about theegsolution but there are
many alternative provided by different suppliersl #@mey appear simultaneously.

3. Transaction

The buying organization knows what is needed anad supply the requirement.
The challenge is the opreations between compamiei ihe supplier is able to

fullfill its promises conrening delivery, qualitgrice, quantity etc.

ASIAKASNAKOKULMAT - HAASTEET (ORIGINAL IN FINNISH)
1. Tarve
Ostavalla organisaatiolla ei tismallista tietotsinita tarvitaan ja millainen
ratkaisu on paras, jotta lopputuotteesta tuleedile®n sellainen kuin halutaan

toiminnaltaan ja muilta ominaisuuksiltaan.

2. Markkina
Ostavalla organisaatiolla tieto tarvittavasta resta, mutta markkinoilla on

paljon eri alihankkijoiden tarjoamia vaihtoehtgatka ilmaantuvat

samanaikaisesti.

3. Toiminta

Ostava organisaatio on perilla siitd mita tarvitgmketka tavaraa toimittavat ja
mika ratkaisu on paras; pulmana on yritysten valiiiketoiminta, eli tayttadko

alihankkija lupauksensa koskien toimitusaikaa,uagmaaraa, hintaa jne.
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BUYING CONDITION

New

Modified

Straight Rebuy

The buyer does not have
experience about the
required item and he is not
aware of all the alternatives
concerning suppliers and
solutions.

The buyer knows the
purchased item. Some
product specifications may
have been changed, e.g.
material, measurements

The buyer makes straight
rebuy i.e. orders same
product as before with
same product
specifications as before.

OSTOTILANNE (ORIGINAL IN FINNISH)

Uusi

Muokattu

Suora uudelleenosto

Ostajalla ei ole kokemusta
tarvittavasta tuotteesta.
Ostaja ei ole selvilla
kaikista vaihtoehdoista
koskien alihankkijoita tai
erilaisia tuoteratkaisuja

Ostaja tuntee ostettavan
tuotteen. Joitakin
tuoteominaisuuksia on
kuitenkin saatettu vaihtaa:
esim. Materiaali, mitat jne.

Ostaja tekee suoran
uudelleenoston eli tilaa
saman tuotteen kuin
aiemmin (tuotteella samat
ominaisuudet kuin
aiemmin, kuten materiaali
jne.)
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THE FOURFOLD CLASSIFICATION

The fourfold classification ~ concentrates on the factors that are importariteo t
purchasers like time and money and effort thaptivehasing organization is willing

to invest and the risk that purchasing organizapierceive.

1. Convenience products : The perceived risk is and effort is small for theyer.
Therefore not mich time is used in order to getrtow all the available

supplier options.

2. Preference products demand a bit more effort and the perceived riskgger
than for the product group before. Price is usualbit higher than for

convenience goods.

3. Shopping products  involve a big risk and requires more effort andigher in
value. This is the reason why buyers are willingse a lot of time in
comparison to find the best alternative. The peexkrisk is remarjable as the
purchased product can directly affect to the buyirganizations reputation

among their clients if the supplier decision is mgo

4. Specialty products:  This product group has highes perceived risks enating
a suitable supplier demands a lot of time and cos@a This product group
differs from the shopping products because in otalénd the best possible
supplier for the purchased items the purchasingrorgtion is prepared to
take a huge effort (in term of time and money used$o the purchasing
price of the item and the volumes are bigger fa ¢inoup than they are for

the others: buyer is comparing different solutiand suppliers.
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TUOTTEIDEN NELIJAKO (ORIGINAL IN FINNISH)

Tuotteiden nelijako  keskittyy ostajan kannalta tarkeisiin tekijoihkuten aikaan ja
rahaan, joita tuoteostoon ollaan valmiita laittamgeariskeihin, joita ostajan mielessa

tuoteostoon liittyy

1. cConvenience-tuotteet : Riski ja vaiva on ostajalle pieni naita tuotteita
hankittaessa. Siksi ei yleensa kayteta paljon dikgikiin mahdollisiin
alihankkijoihin tutustumiseen.

2. Preference-tuotteet : Vaativat jo vdh&n enemman vaivannakoa ja naihettly
riski on isompi kuin edellisella rynmalla. Hintalon yleensa korkeampi kuin

convenience- tuoteryhmaan kuuluvilla tuotteilla.

3. Shopping-tuotteet : sisaltdd suuren riskin ja vaatii enemman vaivadagi
rahaa. TAman vuoksi ostajat ovat valmiita kayttémsikiaa vertailuun
loytaékseen parhaan mahdollisen alihankkijan. Raiskhuomattava, silla
tuote voi suoraan vaikuttaa ostavan yrityksen mesiaen naiden asiakkaiden

keskuudessa, mikali alihankkijapaatds on vaara.

4. Specialty-tuotteet : tdhan tuoteryhmaan liittyvat suurimmat riskit gpsan
alihankkijan l6ytaminen vaatii paljon aikaa ja \a@ta. Ta&méa tuoteryhméa
eroaa edellisesta siing, ettd Ioytaakseen tahderytnonaan kuuluville
tuotteille parhaan alihankkijan asiakas on valndikemaan suuremman
vaivan (ajallisesti/ rahallisesti). Yleensa myostteen ostohinta ja maarat
ovat korkeampia kuin edellisiin ryhmiin kuuluviltaotteilla: ostaja vertailee
eri ratkaisuja ja eri alihankkijoita.



