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Business environment is nowadays very complex ana istatus of continuous
change. Information flood from all possible mediumakes it difficult to companies
to differentiate from competitors. It requires masikglls to be able to adapt in the sit-
uation. If they are not able to adapt it might evlereat their survival. Marketing
tools which were successfully used earlier might lm® suitable on today’s world.
The purpose of this study is to create a certaidajme and plan how the case com-
pany can adapt to its changing business surrousading

Public health care is in the state of change. lpagulation aging is increasing
amount of patients in Finnish hospitals. Currenicttire is under pressure and needs
corrective actions which started already by formevernment. Case company has
been functioning successfully in hearing care mawk@ch is facing changes in the
near future. To adapt to the future developmeneéds to rearrange its functions to
be able to continue business successfully.

This study is structured around four questions: Whee we now? Where do we

want to be? How we will get there? Did we get tRe@ase study method was chosen
to be able to deeply understand the process. Gadg also illustrates the research

process and ties it strictly to business envirortmbtarketing strategy process is

based on analysing surroundings and company ilsethese analyses | used many
different models for example Porters five forced acenario analysis.

Data collection methods are qualitative due tortheire of the research. Focus is on
documents, archival records and interviews. | ingaved three persons which have
long and versatile experience from hearing carekatainterviews were analysed

through content analysis method.

The outcome of this study is a marketing strategncivis a guiding tool how the
company will function in the changing environment.
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1 INTRODUCTION

Approximately 15 % of world’s population has sonegke of hearing loss. Mainly hear-
ing problems starts after 60 years of age but thezealready signs of it after turning 50
years. The problem originates from the degeneratiooochlear nerve and labyrinthine
fistula. Problem is very common and relates to @@ind it is estimated that around half of
the population over 75 suffers from it in certaiage (Salonen 2013, 11).

Hearing loss is an issue which involves many pedplis not just the actual person who
suffers hearing problems but it also has affectinrthe surroundings. Families, colleagues
and friends are also touched by this problem wlmennsunicating with a person who has a
hearing loss. At first the problems usually concira social life. You do not hear well in
noisy environments like restaurants, shops anckelangetings. Then you start to avoid
these occasions. This stage will take on averagensgears before you seek help and start

using a hearing aid.

Population in Finland is aging and this developmesriaistest in Europe at the moment. It
challenges the existing health care system. Ingb@omic situation financing of health
care need to be restructured. It will raise pnising questions like where to allocate more
resources and which functions could be arrangecesuthrer way. What part of the health
care should be operated through public sector emthare processes which could be man-
aged by private companies? This has been an ongwougss for couple of years and

some practical solutions and processes have altesgty developed.

Phonak Finland is a company which provides heasarg services. Market where Phonak
operates has been steady for many years but ifuthee there are some question marks
because of the above mentioned reasons. How td adapanging environment? Should
Phonak focus on certain operations and is theréhengywhere to withdraw? These are
strategic questions which have an effect in evevell of the company and therefore needs

careful consideration.

This study is about how to create a marketing epyain changing environment and what

are the reasons why marketing strategy should degtexi in the first place. It is also an il-



lustration of the situation where a company needshoose what will be the leading

thought which to follow.

For practical reasons | will do the research inrthkoFinland where | am working and that
way | am able to study the process in practicegetgroper feedback on time. As part of
the results of this study will be very critical @amfation for the company therefore | need
to present some results as an appendix of thiy stnd these will not be publicly availa-

ble.

2 BACKGROUND

2.1 Hearing service markets

Market for hearing care in Finland is in a statelwnge. Historically hearing care in Fin-
land has been executed by the governmental haspaén now around 90 % of the hear-

ing aids are dispensed through these hospitals.

Finnish population is aging and the aging develaune fastest in Europe. According to
Central statistical office In July 2012 populatiohover 65 years old reached one million
(Yli 65-vuotiaita... 2012). This aging developmeiallenges society in many levels. The
work for arranging the health care services in meay has already started by the former
government with SOTE reform but as we all have $emn the news it has been very dif-

ficult.
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Figure 1. Population maintenance relation in 1980-42and forecast for 2012—2050 (Véaestdllinen hisoko
hde 1950-2011... 2015)

The problem with Finnish health care is the mublimhel financing. There are many differ-
ent instances involved in different levels. Statenicipalities, KELA and private quarters
like households and insurance companies participatinancing. This makes the system

very complicated and unequal. The efficiency aldtess from the fragmented structure.

The cost of health care is rising in fast pace. @lemtechnical solutions for different sur-
gical operations are very expensive. Efficiencyhaf hospitals is not in a best possible lev-
el. As the population is aging and the expecteaditife is increasing the demand for health
care services will rise in the near future. Thisamgethat present health care system is chal-
lenged and needs to be restructured.

Hearing aid services are classified as a specalttheare treatment. It means that service
is provided on the central hospital and univerbibgpital level. Usually patients are diag-
nosed to have hearing problems by general prastiteowho will give referral to hearing
center of central hospital in local health distrithe hearing specialist will then examine
the hearing and provide an audiogram from the ptgibearing. According to the audio-
gram the hearing device will be fitted for the pati which basically means choosing the

right hearing aid and programming it suitable fog type and level of hearing loss.



In March 2005 statutory care guarantee came irfecieflt meant that in unhurried care
situations patients are guaranteed to have a meadioain special care treatment within 6
months (Laki kansanterveyslain muuttamisesta 8%B/R(Before the guarantee in worst
cases the patient needed in some municipalitiesmaie than a year to get the treatment
for their hearing loss. When the guarantee becawéul the central hospitals started to
correct the situation by outsourcing the fittinggptivate clinics. Audionoms in some hos-
pitals changed to private business and openedterpractices specialising on hearing aid

fitting.

Nowadays the cost pressure is one of the main &spedirect the resource planning in
governmental hospitals which has led them to outsotheir fittings more. Now the fit-
tings are managed with tender offer system to fawexpenses. In this situation to win a
bid the private fitter needs to offer as manyrigs as possible to reach a profitable level.
Increasing amount of fittings has had a negatifecebn the service quality. Cost pressure
and the outsourcing have forced the hospitals dogemise their functions to adapt to the
situation. Hearing aids are purchased through teoffers where price is nowadays the
only criteria how the suppliers are chosen. Integing competition the hearing aid pro-
viders offer economy class hearing aids to tendelbe able to win a bid and sign the
agreement. Organisational arrangements and tighpettion on tenders have also affect-
ed negatively to hospital service quality and te tjuality of hearing aids dispensed from

the hospitals.

Above mentioned reasons has led to situation thiatespeople have started to buy their
hearing aids and hearing services straight fromntperters and private clinics to get state

of the art hearing aids and top quality service.

2.2 Unit of analysis

The company in this case study is Phonak Finlandiwis a Tampere based provider of
hearing care solutions. It is focused on Finnislolesale market of hearing aids and hear-

ing care solutions. Lately it has started to prewvigese services also to end-users.

Phonak Finland is a subsidiary of Sonova Group Wwisahe global manufacturer of hear-

ing care solutions. Company was founded in 194Ziinch under name AG fir Elektroa-



kustik. Today Sonova sales is 2,035 billion CHF amanploys over 10 000 people in over
90 different countries (Website of Sonova, 2015).

Today Sonova operates through four core brandsidaJnitron, Advanced Bionics and
Connect hearing (figure 2). Phonak is the oldeahdrfor Sonova. It introduced the first
behind-the-ear (BTE) hearing aid, Super-Front i#8L9t was in frontline on digital sound
processing as it introduced first fully digital hieg aid Claro in 1999. Phonak also holds
strong position on wireless assistive devices, wlace supportive products for hearing

aids in challenging hearing situations like on g®ne, watching TV or noisy environ-

ment.
Hearing aids PHONAK unitron. Cochlear implants
- Behind-The-Ear
hearing aid (BTE) — @
- FM systems ‘ Cochlear implants
Custom In-The-Ear Ve /’ o
. . . g
hearing aid (ITE) !\, ", ,
- Hearing protection \ l ® N N
- Wireless communication —————) !
systems (FM) Lyric exterfded-wear \
hearing aid

Distributors

connect Hearing(J)  Auditionsante(])  Audium(])  Lapperre(]) Hansaton(]) €D hearingcare

Figure 2 Sonova Brands

Unitron is originally Canadian hearing aid brandiekhholds its headquarters at Kitchener
Ontario. Unitron was acquired to Sonova in year®@ack then it was the™7biggest
hearing aid provider in the world as Sonova (Phostathe time) was the™s This was a
big step for Sonova to reach the top level in dlidtearing aid market. Unitron was also
seen very attractive acquisition as it holds strpaosgition in world’s largest hearing aids
markets in US (Website of Unitron, 2015).

Advanced Bionics is a producer and seller of canhimplant systems in the world. It is
founded in 1993 in California by an entrepreneuresl E. Mann. Its core focus is on cre-
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ating implantable devices for severe hearing I&mmova acquired company on 2009
(Website of Advanced Bionics, 2015).

How a cochlear implant works

I, The sound processor (A) captures sound and converts it into
digital code.

2. The sound processor transmits the digitally coded sound
through the coil (B) to the implant {C) just under the skin,

3. The implant converts the digitally coded sound to electrical
signals and sends them along the electrode array, which is
positioned in the cochlea.

4, The implant's electrodes stimulate the cochlea's hearing nerve
fibres, which relay the sound signals to the brain to produce
hearing sensations,

Figure 3 Cochlear implant

Cochlear implants are used for profound hearing tohssevere hearing problems when the
ordinary hearing aid does not help. Cochlear imglame electronical devices which by-
pass the damaged part of inner ear and providér@hécal impulses directly to auditory
nerve (figure 3) (Website of Advanced Bionics, 2015

Connect hearing group is Sonovas main retail bfaoalsing on providing hearing services
directly to the public. Connect hearing is a hegagare professional service network which
also works through few national brands for exanfalelium in Scandinavia, Hansaton in

Germany and Boots hearing care in UK (Website ofosa, 2015).
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3 THEORETICAL FRAMEWORK

“Whatever failures | have known, whatever erroiisave committed, whatever follies |
have witnessed in private and public life have bisnconsequence of action without
thought.”

Bernard M. Baruch

Theory is very often defined by analysing the digibn between theory and practice. |
hold more the opinion that there should be tighkdge between these both concepts.
Above is a quote from American statesman Bernarmdi&daabout essence of strategy with
concepts thinking and action and | think that as tfuote thoughts equals theory and ac-
tion equals practise. Theoretical framework is ekbane of this study which gives straight

guidelines how to proceed.

In this chapter | will first define the main con¢gpelated to this study before introducing
the framework based on four elementary questiohenT will present the analysis and

models which | will use as tools during the process

3.1 Main concepts and definitions

Significant part of the theoretical framework ietmain concepts. People perceive and
build understanding of the world through conceptste | will present the main concepts
concerning development of marketing strategy. Them®cepts are strategy, marketing

strategy and competitive advantage.

3.1.1 Strategy concept

The word strategy can be originated from the Greeid strategos which means a general
in command of an army (West, Ford and Ibrahim 2@8), Strategy is historically a mili-

tary related term which is later adapted to businksvas first said to be appeared in busi-
ness literature in 1952 by Professor William H. Meam. In the beginning the term was
used to describe plans how to achieve organisdtgoas. Later it was defined as a set of

rules to guide the organisational behavior (And&88, 78). The base for this definition
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was derived from decision making theories. It mehas company needed to do strategic,
operating and administrative decisions to achiéseobjectives. Strategy was said to be

deliberate and could be executed in stable stiagt w

Next step was to add new dimension to strategkithdgn the change. Business world has
turned out to be more complex, faster developirg)\aith a more frequent changes. This
requires great ability to adapt to ever changingdd@gmns. Henry Mintzberg, a Canadian
academic, introduced his 5 P’s of strategy modetrethe defines strategy in 5 different
categories (Mintzberg 1987, 11):

Plan

Ploy
Pattern
Position
Perspective

agrwnhE

Mintzberg argues that strategy can be a plan, $onaeof guideline to deal with the situa-
tion. Plan is processed in advance and developadcausly and purposefully. This is
very conservative definition of strategy and irsthase term deliberate can be used to de-
scribe the nature of the strategy. Strategy is alptoy, a specific move intended to defeat

a competitor.

In next category Mintzberg extends the definitionew he states that strategy can also be
pattern in a stream of actions. It means thatrt loa a certain behavior whether it is in-
tended or not. The core of this thinking is thabgdan strategy is nothing until it is real-
ized. That way the focus is on action or patteraaifons as he argues and can be intended
as a strategy even though it is not planned. Ting&tegy type he calls emergent strategy
opposite of deliberate. | understand it in the Weat for example in the fast changing vivid
business environment where competition is strinet, dperations are formed to certain pat-

tern in order to overcome competitors even thobgiet is no preceding plan.

Mintzbergs fourth definition is that strategy cam & position meaning that strategy is to
locate the organisation to the certain place inagiimdronment. He also states that strategy
is therefore “mediating force” between the orgatmsaand the location. It could be a plan
to establish a plant to the environment where oer@av material, which is essential for

production, is easier to acquire.
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Last category is that strategy is a perspectiveeans that strategy is a way how the indi-
viduals, who form the strategy in the organisatioerceive the world. For example some
organisations are formed focusing in marketingergtcan be focus on engineering to cre-
ate winning product and some companies focus ddibgiproduction as efficient as pos-

sible to overcome the competitors. Mintzberg emiaiedsere that strategy is an abstraction
which exists in the minds of interested partiesthatimportant part is that this perspective

Is shared among the organisation (Mintzberg 198Y, 1

3.1.2 Marketing strategy

Marketing is essential part of the organisatiomategy. The object of the strategy is often
related to customers, products, competitors andrizdets and in this sense these are the

operators with which the marketers interact inrtegery day job (Aaker 2008, 15).

Marketing strategy was earlier defined merely as pooduct, price, promotion and distri-
bution (the marketing mix) should be used to aahigne marketing objectives (West, Ford
and Ibrahim 2010, 40). That was more like crea#irigasic marketing plan. Later the defi-
nition was enlarged to cover also more strategrcepts of marketing like segmentation,
positioning, product life cycle, market share andhpetition. Marketing strategy was seen
as means to identify the target markets througketltencepts and that way direct the mar-
keting mix activities to right direction. Also tlampetitive advantage, which will be de-
fined in more detailed way in next chapter, wasegidds an important part of the market-

ing strategy.

Mooradian, Matzler and Ring define marketing sggtm a form of 6 questions (Mooradi-
an, Matzler and Ring 2012, 2):

Who the firm will serve (customers, segments)

When the firm will serve (what “occasions” the finmll target)
Where the firm will do business

What needs the firm will meet

How the firm will serve those customers and needs

Why the firm will do these things

oA WONE

These questions are giving answers to what arésbeessential marketing strategy con-

cepts: target segments and competitive advantdmsradian et al. adds here also a third
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dimension which they call singularity. It meansttimarketing strategy should be unique or
singular meaning it should be “different from thengetition’s in some way that some

segment of customers will value” (Mooradian, Mataad Ring 2012, 2).

3.1.3 Competitive advantage

Charles Darwin already defined what competitiveaadage is in his evolution theory. He
stated that most successful individuals are thdse mave competitive advantage over the
others (Wilson and Gilligan 2005, 396). Competitismalso the main concept which de-
termines business success or failure. Main go#&b igutperform the rivals by creating a
competitive advantage.

Michael Porter states in his book about the cortipetadvantage that it is value which the
company creates for the customers and which excéwdsost the company is paying
when creating it (Porter 1998, 3). Value is what tustomer is ready to pay from the
product. According to Porter there are two différerotives which drive the customer for
purchasing the product: lower price as compareather products or a product with supe-
rior benefits compared to other products. Thesetlagecharacteristics which Porter sug-
gests which would be the main strategies to achtewepetitive advantage and which he
calls generic strategies:

1. Overall cost leadership
2. Differentiation
3. Focus

| will present Porters generic strategies moredtghly in next chapter.

Essence in Porter’s definition is the value anes$tablishes it from his value chain analy-
sis (Porter 1998, 36). He categorises organisdtimmations to nine activities which are

either primary or supportive activities. Primaryigties concerns bringing in the raw ma-
terials, turning them in to product, distributimgarketing and selling the products and fi-
nally the after sales service. Supporting actisitieainly enables the primary activities to
function properly. Idea on Porters value chainlysiga is to identify the activities and fo-

cus on their cost management and performance thdilly to create the competitive ad-

vantage. More on value chain analysis in next @rapt
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One of the main points in Porter’s thinking aboompetitive advantage is sustainability.
Competitive advantage should be sustainable comdpareompetitors. It should be some-
thing that is not so easily imitated (Porter 192@). If the competitive advantage is simply
formed for example from a product it could be sasdpied by the competitors and erode
the profitable market very quickly.

3.2 Strategic analysis and models

This study will be structured and followed by wigleised strategy framework by present-
ing answers to four questions: Where are we noveravldo we want to be, how we will
get there and did we get there?

Where are we now? Strategic analysis

Externa Interna

Where do we want to go?

» Definition of competitive advantage

Value chain analysis & SWO

» Definition of objectives

Customer segmentation & scenarios

How we will get there?

* Choosing generic strateg)l Porter’s five forces

* Tactics : .
Marketing mix

Did we get there?

+ Evaluation

Budget, segment reporting

Market research

Figure 4 Strategy framework
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First question indicates the situation were compstmyuld be fully aware about the sur-
roundings where they function. It is the base laybere the future strategies are con-
structed. This knowledge can be obtained by peifagmstrategic analysis from business
environment and internal resources. It is dividedxo different dimensions: external and

internal analysis.

Strategic Analysis
External analysis Internal analysis
* customer analysis Resource based ap-
e competitor anglysns proach
* market analysis
* environmental ana- * resources
lysis » capabilities

Figure 5 Strategic analysis

External analysis (figure 6) consists of compargkternal environment. Customer analy-
sis covers thorough breakthrough of company’s enste where main point is the custom-
er buying behaviour and buying process. Customélb&assessed through segmentation

analysis.

External analysis

« Customers ——> | Segmentation

* competitor analysis — > SWOT

* market analy5|s% Porter’s five force

PESI

/!

"X | Scenario analys

* environmental analysis

Figure 6 External analysis
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The first point of competitor analysis is ident#ton of the main competitors. Mapping of
possible potential competitors and new entriehiésriext step. Also there will be assess-

ment of their strength and weaknesses.

Market will be analysed based on its size, competiess and profitability. Market com-
petitiveness will be inspected through Porters fiweces of competition model (Porter
1980, 5).

Last of the external analysis concerns the assedsofiehe environment. Environment

analysis will be based on PEST and scenario aalysi

Internal analysis
Resource based approach
« Resources - 5 Value chain analysis

+ capabilities - S
SWOT

Figure 7 Internal analysis

Internal analysis (figure 7) is focusing on the pamy resources and capabilities. As the
main focus is to create a marketing strategy watimgetitive advantage the internal analy-
sis in form of strengths and weaknesses will beethas the threats and opportunities in
the market. Company resources will be studied Radhers value chain analysis.

Second question, where do we want to be, focus taiegy formation. Mooradian,
Matzler and Ring define four steps to strategy faron; identifying competitive ad-
vantage, segmenting, targeting and positioning (&di@an, Matzler and Ring 2012, 29).
Competitive advantage is something that company detter than its competitors. Seg-
mentation is to divide mass of customers to custayneups of different characters to be
able to manage it easier. In next chapter themgider information about segmentation.
Customer segmentation is the base of defining targed positioning the product at the
market.
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Third question, how we will get there, focus onesthg and implementation of the mar-
keting strategy. Strategic options are discussedutih Porters model of three generic
strategies (Porter 1980, 35).

Main theme in implementation of marketing strategynarketing mix. Marketing mix is a

concept derived from Jerome McCarthy’'s paradigm Bfs of marketing.

Last question, did we get there, emphasise on @ting and evaluation of the marketing
strategy. It will be based on managerial contrglimethods and evaluation through budg-

eting tools.

3.2.1 Customer segmentation

Buyers are different in the way they do the purtitasThere are different needs, loca-
tions, practices how to buy, resources etc. Tolbe ta cope with larger buyer masses and
serve the customers better marketers divide thersug different groups, segments, which
are homogeneous and holds similar characteriSmgmentation will answer the question:

What customers will we serve (Kotler & Armstrongl20 190)?

Customer segmentation in consumer based busindsssisally done by analysing cus-
tomer characteristics. Characteristics can be fipddy identifying certain variables that
describes the customer characteristics (Winer &r@td.1, 90). These variables in con-

sumer markets fall to four major categories preseirt figure 8.

Demographic segmentation split markets in diffesegments based on the variables age,
race, ethnicity, income, education, occupation farsize, family life cycle, religion and
social class. Demographic segmentation is the omsil way to segment the customers as
these characteristics are easier to measure (K&thamstrong 2012, 191). Psychographic
variables divide buyers by personality attributestives and lifestyles. Marketers try to
appeal by building a picture of certain productingepart of certain lifestyle, personal
characteristics or patterns of living. For exampégtain types and brand of clothes are
linked to people who do snowboarding. Geographgrantation divides the markets by
different geographical units. Companies localisgrtproducts, advertisement, promotion

and sales to meet the needs of these areas. Bata\segmentation divides buyers how
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they response and use the products. Some buyerisgsarthe product in bigger numbers,

some are loyal to brand, some sought for benefits e
Figure 8 Consumer market segmentation variables

Segmentation for organisational customers is dbaesame way as it is done for consum-
ers meaning analysing the customer characteratidsvariable which describes them. Be-
cause the buying behavior is little bit differentpared to consumers the industrial varia-

bles are divided to 5 categories:

=

Demographics. Company size, industry type, geogedpbation, number of em-

ployees.

2. Operating variables. Dimension of customer’s openat For example what tech-
nologies customer is using, how many of your ses/igroducts customer is using
etc.

3. Purchasing approach. Which customers focus on,pkicieh on quality? Which
customers have centralized their purchasing, whistomers buy by site?

4. Situational factors. Customer’s delivery speed seedler size needs or particular
uses of the product

5. Personal characteristics. For example custometgdatto risk taking -> early buy-

er of new technology.

(Winer & Dhar 2011, 130)

There are several ways of segment the customers hegds also to be useful. Kotler de-
fines five different requirements for effective segntation (Kotler & Amstrong 2012,
208):
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=

Segments should be measurable. The size, purchamivey and profiles of seg-
ment should be measurable.

Accessible. The markets segments can be reachestaret!.

Substantial. Segments are large or profitable emtngerve.

Differentiable. Segments respond differently tded#nt marketing acts.
Actionable. Effective programs can be created teesand attract segments.

akwn

When the segments are defined they should be dedluavaluation is done by collecting
existing business data on the segments. How mushtiave created sales, what are the
growth rates, what is the profitability etc. Segtseshould also be examined from struc-
tural point of view meaning considering their attreeness. Segments could be even ana-
lysed by using Porters five forces analysis. Whkathe competitive situation in the seg-
ment? Are there possible substitute products? [Roctistomers have strong bargaining
power (Kotler & Amstrong 2012, 209)?

Finally company should also consider the segmeata their resources point of view and
how they match their long term targets. There ipamt to focus on a large segment if
there are not enough resources to manage it. Aft@uation company will select the suit-
able amount of segments as a target.

3.2.2 Porter’s five forces

One of the elementary tasks when creating a sirasetg position the company to its envi-
ronment. Structure of the business environmentrohétes the possible goals and strate-

gies for the company. It has also a strong infleemit a long run profit possibilities.

Michael Porter introduced in his book competitirategy the five forces which define the

state of competition in an industry (figure 9).
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) Threat of new
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Industry
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« Buyers
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of suppliers of buyers
Threat of

Substitutes substitute products

or services

Figure 9 Porter’s five forces of competition mo@febrter 1980, 5).

These five forces determine the structure of amstry. Porter states that the main strate-
gical goal is to position itself on the industryanway that a company is able to defend
against these forces and influence them for its tavour (Porter 1980, 4). According to
the Porter the positioning should be done by idgnty these forces from the market and
reflecting them against own strengths and weakse&sepresenting these forces he wants
to extend the concept of competition wider thantthditional definition including not just
competitors but also customers, suppliers, substitand potential entrants to the same
picture (Porter 1980, 6).

Companies seek for new markets to expand their ehatkare. Usually new entries come
to the market with substantial strength by offerimeyv capacity. Goal is to gain market
share and the main way to do that is to reduceepnehich will change the balance of the
market. Entering depends what are the barrierseofrtarket for new entry.
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Porter defines 7 major sources of barriers to gforter 1980, 7):

Economies of scale

Product differentiation

Capital requirements

Switching costs

Access to distribution channels

Cost disadvantages independent of scale
Government policy

NookrwhE

Economies of scale mean the cost advantage achiavedoducing larger amounts and
that way decreasing unit costs. Company can entidretmarket on large scale and use full
benefit of the cost effect which might end in fienevalry from existing competitors. An-
other mode is to enter small scale and acceptdsiedisadvantage. There is also other cost
disadvantages which can be barriers for entry ahidhwdoes not necessarily depend on
economies of scale. For example products whiclparected with patent rights work as a
cost based barrier for new entry. Product diffeegiin means that existing rivalries have
already achieved position for their brand throumigl term marketing activities. New entry
might need to spend heavily on creating brand avesm® and to overcome existing cus-
tomer loyalty. Entry on new market can also demhedvy capital investments to com-
pete. Cost for customer to switch existing prodac new may also be a barrier for a new
entry. Governments can also through their operataeate barriers to entry. They use li-

censing and quotas to limit the number of the payethe market.

Rivalry among existing firms in the market takeBedent forms for example price compe-
tition, advertising battles, extended warrantiasyeased customer service and product in-
troductions. It occurs when companies try to lookldetter position on the market (Porter
1980, 17). When doing this the companies form &epatof action and reaction which
makes them dependent on each other. For examgiéuation like price competition the

cuts in prices are spread among the rivalries hapid

Porter states that tight rivalry is result from keds structural factors (Porter 1980, 18).
When there are numerous amounts of rivalries irbti@ness the competition is probably
tight. It can also be tight among smaller amount@hpanies in case if they are approxi-
mately same size and compete on the same resolir¢es. market growth is slow the
competition on market share will also be tight. Whieere is slight possibility to differen-

tiate products and switching costs are very lowelilood for tight competition is high.
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High exit barriers may also have an increasingcefée competition. If the business re-
quires specialized assets with high cost of transfehere might be costly labour agree-

ments the companies will tolerate lower profitalilhich increases the competition.

Substitute products are products that can perftwensame function as the existing prod-
ucts in the market. They limit the profits what tw@mnpanies are able to get from the mar-
ket. Substitute products become attractive wheptioes of the existing products increase
over the level where substitutes are affordablet@Pd 980, 23). Profitability of the market
is dependent on the position of substitute produbtsimprove the profitability of the
market means that companies should collectivelytipostheir products in relation to sub-
stitute products. Positioning could mean for exargullective actions on advertising the
existing products or improvements on product abditg. How to identify increasing
threat of substitute products? Increasing qualitysubstitute products is increasing the
threat. For example increasing quality of netwqrksvided by telecom companies has im-
proved availability of movies and music for customsignificantly. It has been a severe
threat for the film rental businesses. The chamgesvitching costs for the customers will
also increase the threat. The lower the switchogg the higher the threat.

Buyers exercise bargaining power by pressing donuae pevel, demanding superior quali-
ty, ask for more services and play the supplieesreg each other. Buyer’s power on the
market depends on its market situation and whtlteselative importance of its purchases
compared to its overall business (Porter 1980, Bdyer is powerful if its purchases con-
sists a relative large share of sellers sales. Alfoe product sold in the industry repre-
sents a large fraction of buyer’s costs or purchalsethat case the buyer will focus more
on the purchases to get best possible price andména increase the competition. If the
products are standard, undifferentiated and th&chkimg costs are low the buyer may easi-
ly choose alternative products. If the industryeasflow profit the purchasing costs will be
pressed down which will increase the competitionyd can also threat with backward
integration by intending to produce the productlitand that way compete with the exist-
ing sellers. If the product is unimportant or does have a significant effect to the quality
of buyer’s product it will increase competitionthms case it is fairly easy for the buyer to

find an alternative product (Porter 1980, 25).
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Suppliers exercise bargaining power by threatetongise the prices or lower the quality
of the products. If there are just few powerful gligrs and numerous fragmented buyers
the suppliers can dominate the industry and ineréas competition. If the industry is not
important customer for the supplier and customeesmore independent on supplier's
products the supplier exercises bargaining powéso Avhen supplier’'s product is im-
portant for the buyers business the competitioh imtirease. Supplier can also differenti-
ate its products and build switching costs into phaducts and that way decrease buyer’s
opportunity to seek for alternative products (Pot®@80, 28).

After analysing the five forces of the competitiarthe industry the company needs to de-
fine their strengths and weaknesses. These rasililtgive guidelines how to position the
company in the industry and how to adapt agairestlitfierent competitive forces.

3.2.3PEST

The general context of the environment where commairbrand operates has significant
effects on company strategies. Companies needdw kvhat is going on their business
environment. As this context is fairly large andyweomplex it needs logical tool to go
through the important elements. PEST framework siigable tool to analyse company
overall surroundings. PEST is an acronym from malit economic, social and technologi-

cal environments.

Political environment shapes up the surroundingsrevttompanies operate. It creates the
legislative framework where companies and indivisliet. Strategist should be aware of
the political and legislative environment and esgchow it will develop in the near fu-
ture. The key issue is to determine, what will be main political and legislative factors
that might affect the industry in forth coming yedMooradian, Matzler and Ring 2012,
68).

As political environment also the economic envireminhave a remarkable effect on the
company surroundings. Economic variables such #igtion rate, unemployment rate,
government debt, interest rates etc. indicateshlge of national economy and also forms

the political and legislative development. Econ@riiave nowadays remarkable effect on
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political decision making. Marketing strategist slibbe aware of the economic situation

and its impact on political and legislative struetu

Social and cultural aspects form the framework wf@veryday life. We use manners, so-
cial norms and values when we try to understandextptiin the surroundings. These are
the facts that also shape our consumer behaviorhwiniakes them highly important for

marketing strategist to understand (Mooradian, Matnd Ring 2012, 69).

Marketing strategist should also be aware of tisarielogy and innovations. Technologi-
cal progress has had deep effect on our societgdant years. Computers and mobile
technology are said to cause industrial revolutidnch has changed our working culture
and everyday life. As population is aging in westeountries technology development is
changing health care industry as new innovatioasvaking the life of elderly people eas-

ier.

3.2.4 Scenario analysis

Scenario can be defined as description of poséiblee situation. It can also be defined
broader as being more like a description of devekaqt of paths and driving forces which
lead to certain future situation (Kosow & Gassne0& 11). Porter defines scenario as
“discrete, internally consistent views of how therid will look in the future, which can be
selected to bound the probable range of outconasritght feasibly occur” (Porter 1980,
234).

Scenario analysis is a tool to use for studyingpbssible future predictions. Scenario is
not just an image of the future. The focus in sgenanalysis is more on the causal pro-

cesses which might result a certain future images@v& Gassner 2008, 11).
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Figure 10 Phases of Scenario analysis

Scenario analysis is basically done in four stépgufe 10). It starts with defining the

scope of the scenario. What will be the purpose sdgnarios are built? What are the lim-
its for scenario building? What are the subjectbedeft out of the scenario building? As
in every research it is also important in scenanalysis to set the limits what to investi-

gate in order to keep up the rigour (Kosow& Gasi€8, 26).

Second phase sets the basement for the scenahsianKey factors are different varia-
bles, drivers, developments and trends which bigit@am the scenario. Identification
and analysis of these key factors is usually thetntimme consuming phase of scenario
analysis. It is usually done in form of certain kiessearch. Information can also be gath-
ered through workshops or surveys (Kosow& Gassf@8227). In this research | will
conduct few in-depth interviews to gather inforraatimainly for the external analysis.
This information will also be used here to identifye key factors for different future sce-

narios in hearing aid markets.

Third phase is to form the scenarios. Scenariodaile by working with the key factors
and condense them into a sort of possible futuveldpment, a scenario. The number of
scenarios should be limited so that the processaisageable and focus stays on the core
matters. Usually there will be two to three scevabuild. Aaker suggests three different

scenarios: optimistic, pessimistic and most liK@lgiker 2008, 92).

Last phase in scenario analysis is to relate thaltren to action. Idea is to test for example
the existing strategy to different scenarios (otim, pessimistic and most likely one) to
be able to find the strength and weaknesses dfttheegic choice. Other way is to choose
one scenario and build the strategy based on tite &ad trends of that possible future

prediction.
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3.2.5Value chain analysis

Foundation in Porter’s value chain analysis is timahpetitive advantage should be under-
stood by analysing company activities thoroughlg. pbints out that company should not
been seen only as a whole but the analysis nebd ttone on more detailed level. Porter
links his generic strategies closely to value chamalysis by stating that cost advantage
and differentiation can be based on these ana(f&mser 1998, 33). He states that for ex-
ample a low cost distribution system or a supeporduct design can be developed
through analysing systematically the basic busiregwities. These business activities

should be studied through strategic perspective.

Company’s value chain is part of the value systdmre its activities are closely linked to
for example supplier’s activities. This can alscsken that company’s activities are linked
to buyer’s value chain. Porter points out that us@eding these linkages also is a source
for competitive advantage (Porter 1998, 34). Valoain should be constructed in business

unit level so that the perspective is not too wide.

Porter’s thinking in value chain analysis is basadhe amount which buyer is willing to
pay to the company for a product or service. Vatumeasured as revenues and to be a
profitable the company needs to create more reeewh@t is the cost of creating a prod-
uct. Value chain analysis illustrates this totdueawhere activities are physical and tech-
nological activities which company performs and gmaris the difference between total
value and cost of these activities (figure 11).
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Figure 11 Porter’s value chain analysis (Portei8139)

Porter divides activities to primary and supportivéties. Primary activities consist of
physical creation of the product, sales, transigrto buyer and after sales service. Support
activities support the primary activities. Portevides primary activities to five generic

activities which can be derived in every companyr{& 1998, 39):

=

Inbound logistics. Receiving, storing and intertnahsportation of the product

2. Operations. Production, assembly, packaging, ecempmmaintenance, quality as-
surance and all other inputs related to produdiegoroduct.

3. Outbound logistics. Distribution of the productagling, packing, order processing,
delivery to the customer).

4. Marketing and sales. Market segmentation, targepogitioning, sales manage-
ment, advertising, product and brand management.

5. Service. After sales service, repair and mainte@atiestomer training.

Support activities can be categorized to four geraativities:

1. Firm infrastructure. Planning, finance, quality troh accounting, information
management etc.

2. Human resource management. Recruitment, trainengldpment and compensat-
ing people.

3. Technology. Research and development, product migsigcess improvement, IT
development.

4. Procurement. Acquiring resources for primary atigias selection of suppliers,
negotiation of quality, prices, delivery terms etc.
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Defining the value chain starts with identifyingethialue activities. All these value activi-

ties are based on different individual activitiesieh should be then defined. For example
generic activity marketing and sales could consisharketing management, advertising,
sales force administration, sales force operatsots promotion (Porter 1998, 46). Every-
thing that company does should be isolated as awitgc According to Porter activity

should be isolated if:

1. It has individual economics
2. High potential impact of differentiation
3. Represent a significant or growing proportion o$tco

Basically it means that activities are isolatedoadmg to its potential to create competitive

advantage and importance as a building block fargamy’s generic strategy.

FIRM INFRASTRUCTURE

HUMAN RESOURCE I Recruiting I Recruiting Recruiting
MANAGEMENT 1 Training 1 Training Training

I Component ~~ Machine |

Design Design | Market Research

TEGHNOLOGY Design of I Designof ~ Testing I Information System Service Manuals
DEVELOPMENT Automated System Assembly Line  Proced Development Sales Aids & and Procedures

| Energy | Technical Literature

1 Management y

| Materials Other Parts | Computer Services Media Agency Services Spare Parts

| Energy Supplies . . . :
PROGUREMENT Transportation Services Supplies Travel & Subsistence

Inbound Material
Handling

Inbound Inspection

Electrical / 1
I Electronic Parts

Component Fabrication
Assembly

Fine Tuning & Testing

Order Processing

Shipping

Travel & Subsistence

Advertising
Promotion

Sales Force

Service Reps

Spare Parts Systems

Parts Picking & Delivery
Maintenance

Facilities Operation

INBOUND LOGISTICS OPERATIONS OUTBOUND LOGISTICS ~ MARKETING & SALES SERVICE

Figure 12 Example of a value chain (Porter 1998, 47

Some of the activities could be placed in differgaheric value activities. In every case
the activity should be considered from the competindvantage point of view to which
category it should be placed. For example ordecgssing could be either outbound logis-

tics or marketing & sales activity.

Competitive advantage is based not only to diffeestivities, but there is big potential in
linkages between different activities and theseaukhalso be analysed thoroughly. Linkag-

es are common usually between support and primaiyitees. For example development
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of logistics information system will have an effect order processing or sales force train-
ing will affect on how sales trips are organizedy(ife 11). Linkages exist also between
supplier and the company or between the companysaled channel. For example suppli-
er's delivery system can be strongly linked to camps order processing system. Opti-

mising these systems may create competitive adganta

3.2.6 SWOT

SWOT is one of the most often used business asalgel. It is an acronym of strengths,
weaknesses, opportunities and threats. It is védualol in analysing own company, com-
petitors and also the market (threat and opporas)itAs it is widely used in many differ-
ent areas it is also sometimes used in very shalay. To avoid this it should be done
thoroughly and consider in every point what is #teategic value and what is its im-

portance to achieve competitive advantage.

SWOT is usually divided to from company point oéwi to internal part (strengths and
weaknesses) and external part (threats and oppees)nWilson and Gilligan summaries
SWOT from marketing strategy perspective in follogviway (Wilson & Gilligan 2005,
53):

e Strengths are areas of competence that alwayshbausbked at relative to compe-
tition and are the basis for competitive advantage

» Weaknesses indicate priorities for marketing impraent and highlight the areas
and strategies that marketer should avoid

* Threats are trends within the environment with poédly negative impacts that in-
crease the risks and hinder the implementationrafegyy

» Opportunities are trends within the environmentwgbsitive outcomes that offer
scope for higher levels of performance

External analysis (figure 6) should be based ocking the trends and developments with-
in the market. These should be assessed and datzjjeither as opportunity or threat and
then plan if organisation should capitalize the apmity or what would be the way to

minimize the impact of the threat.
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SWOT Analy5|s

Positive

Negative

— — — e —

Advantages
Financial reserves, likely returns
Accreditations, qualifications, certifications
Competitive advantages

Capabilities
Location and geography
Innovative aspects

Resources, Assets, People
Processes, systems, IT, communications
Culture, attitudes, behaviors
Management cover, succession
Experience, knowledge, data
Patents
Strong brand names

Marketing - reach, distribution, awareness
USP's (unigue selling points)
Price, value, quality

Market developments
Competitors vulnerabilities
Niche target markets
New USP's
New markets, vertical, horizontal
Partnerships, agencies, distribution
Geographical, export, import
Unfulfilled customer need
New technologies
Loosening of regulations
Changing of International trade barriers
Business and product development
Seasonal, weather, fashion influences
Technology development and innovation
Industry, tor lifestyle trends

Lack of competitive strength
Gaps in capabilities
Disadvantages of proposition
Weak brand name

Financials
Cash flow, startup cash-drain
High cost structure

Qur vulnerabilities

Timescales, deadlines and pressures
Reliability of data, plan predictability

Continuity, supply chain robustness

Processes and systems, etc
Management cover, succassion
Morale, commitment, leadership

Opportunities

Environmental effects
Seasonal, weather effects
Economy - home, abroad
Political effects
Legislative effects
Market demand
New technologies, services, ideas
IT developments
Shifts in consumer tastes
Obstacles
Sustainable financial backing
Insurmountable weaknesses
Competitor intentions
New regulations
Increased trade barriers
Emergence of substitute products

Figure 13 Swot analysis matrix

Market is usually full of opportunities but the argsation is not always capable of turning
these opportunities to competitive advantage. Toexethe internal part of the analysis
(figure 13) will illustrate what is the organisat® position to meet the opportunities and
threats. Internal analysis should not just betaofi®rganisational strength and weaknesses.
They should be assessed keeping in mind what iisriative importance in market. Also
they should be compared with the competitor’s gifermnd weaknesses to be able to iden-

tify the possible competitive advantage.

Wilson and Gilligan also points out that SWOT slibbé assessed also afterwards to im-
prove it by thinking:

* Has the relative importance of the various elemba&n identified?

* Have the implications of each of the elements lee@mined?

* Does the management team really recognize thefisgmce of the elements?

* Have attempts been made in the past to managaM@Erdutcomes proactively?

(Wilson & Gilligan 2005, 63).
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3.2.7 Porter’s three generic strategies

In his book about competitive advantage Portemasfithat to gain above average perfor-
mance company should focus on sustainable comyge#itivantage, which in his definition
are low cost or differentiation (Porter 1998, 1Rhrter argues that this competitive ad-
vantage is a result from industry analysis, the tvay company can cope with the 5 com-
petitive forces. Sustainable competitive advaniagieveloped also how company is able
to exploit its strengths and improve its weaknessdbhe market. It seems that Porter de-
fines the company’s position in the market maihipptigh three elementary tools: 5 forces,
SWOT and three generic strategies.

Porter models his generic strategies through swdiie competitive advantage. He argues

that generic strategy is cost leadership, diffea¢ion or focus strategy (figure 14).

Target Scope ; - .
Low Cost Product Uniqueness
Broad Cost Leadership Differentiation
(Industry Wide) Strategy Strategy
|
Focus Focus
Strategy Strategy
(low cost) (differentiation)

Figure 14 Porters model of three generic strate@ester 1998, 12).

In his analysis Porter divides the scope how coitipetadvantage is set as company’s ge-
neric strategy. Scope can be either broad indugide or narrower defined by market
segment. Broad industry wide scope means that coymgisategy will be based only either
on cost leadership or differentiation. Narrow scopsans that company will focus partly

on low cost and differentiation depending on thekeasegments.
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Cost leadership indicates that the company isnggits goal to be the low cost producer in

the industry. This usually means that the compangbile to use economies of scale and
perform on wide markets to get this position. Ii wiaybe have a technological advantage
or essential access to raw materials which makesssible to dominate in the market.

Company should be able to uniquely keep the casteleship position as if there is other

companies also acting as cost leadership the campewill be fierce and diminish the

industry profitability.

Porter defines differentiation as uniqueness wicmmpany tries to seek on the market by
certain dimensions which are valued by customeostéP 1998, 14). Uniqueness can be
reach in many dimensions. It could be the prodiealer system, service, the way compa-
ny is marketing its products etc. This uniquenésaikl be very clear compared to compet-
itors that it is possible to price it on high levitlshould be also something which is diffi-

cult to copy by the competitors. The cost of cregathis uniqueness should not exceed the

price level which customers are willing to pay.

Focus strategy is based on accurate segmentatiomyefs. Strategist chooses one narrow
segment and forms its product to meet exactly #eds of this certain segment. Focus
strategy can be either cost focus or differentrafarus strategy. Company can focus to be
a cost leader in this certain customer segmentffarentiate its product according to the

customer needs in a certain customer segment. Gongmes not to be cost leader in the

industry if it just focuses on one segment (Pat@98, 15).

Main goal in being successful on either generiategy is the sustainability. Strategy
should be built up the way it is not easy to ingtdRorter states that best way to avoid imi-
tation is to continually improve the sustainablenpetitive advantage created and that way

makes it more difficult to copy.

3.2.84 P’s of marketing

The four Ps of marketing mix was launched alread%960 by marketer McCarthy and it
consist of four substantial elements of marketprgduct, price, place and promotion. The

principal purpose of marketing mix is the creatadrdemand for product or service. When
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designing these four Ps the environmental factgamhpetitive, political, social, legal,
technological and economic should be taken intoatic(Wilson & Gilligan 2005, 497).

Effective marketing mix has four different charaidtics to achieve high synergy:

Matches customer needs

Creates competitive advantage

Matches the resources available in the organisation

Well blended so that each element contributessiogle consistent theme

PwonNPE

To achieve this marketer needs to have a clearrstaoheling of what the mix is designed
for and what facts promote and which prevents tlgamsational capability (Wilson &
Gilligan 2005, 536).

Kotler defines product as anything that can beretfe¢o the market for attention, acquisi-
tion, use or consumption and that might satisfyaatvwor need (Kotler & Armstrong 2012,

232). Product is therefore not only a tangible pdatgoroduct but it can also be a service,
event, person, place, organisation, idea or a mikese entities. Usually product includes
many of these elements. Kotler divides produchted different layers which are core cus-

tomer value, actual product and augmented prodigciré 15).

Augmented product
Delivery After
b Actual Product e
credit _ servicee
Features
Design
Product
suppot Warranty

Figure 15 Three levels of product (Kotler & Armsigp2012, 234)

Core customer value consists of the benefit whiestamer is looking for. There is the

basic core want or need the customer want to gaf\stual product consists of packaging,
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design, brand and product features. Augmented ptoclonsist additional features like

warranty and after sales service.

Price is very important part of marketing mix. listally it has been the major factor af-
fecting the buyer to choose the product. Kotleiiragef price as the sum of all the values
that consumer exchange over the benefit of havirtgusing the product or service (Kotler
& Armstrong 2012, 307). Price is the only elemeanthie marketing mix that produces rev-
enue. All the other elements generate costs (K&tlarmstrong 2012, 309). It is also most
flexible element as it can be changed rather quidkticing decisions are made in compa-
nies through considering both internal and extefaetiors (figure 16) which means that it

is very delicate element needing lot of focus.

External Factors

Internal Factors

Nature of the market

Marketing Objectives ici
Marke‘ting Mix Strategy | — Fiicng g e
Costs Decisions Competition

Other environmental

Organ_lzanor.igl factors (economy,
considerations
resellers, government)

Figure 16 Factors affecting pricing (Kotler & Armshg 2012, 309)

Third element in marketing mix, the place, standis groducts channel of distribution.
Winer & Dhar defines distribution channel as thstegn which customers have access to a
company’s product or service (Winer & Dhar 20111 B3Making the product available for
the customer means building relationship not onlycénsumer but also to resellers and
suppliers. Kotler illustrates these relationshigdlviding them to different channel levels
(figure 17).
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Selling Directly to Consumers

Producer | Consumer

Selling through Retailers

Producer | Retailer .~ Consumer ‘
Selling through Wholesalers
Producer | 3 Wholesaler = 3= Retailer .~ Consumer ‘

Figure 17 Three basic channel levels (Kotler & Ammisg 2012, 363)

Company’s channel decisions are important as itdrast effect on other marketing mix
elements as well. Pricing depends on whether coyngadealing with discount distribu-
tion chains or special high quality shops. Salesd@and sales communication depends on
how much training and support different distribuatipartner needs (Kotler & Armstrong
2012, 362). The essence of using a channel padrbat they add value through their ex-
pertise and efficiency on making goods availabléheoconsumers. Kotler points their im-
portance through microeconomics point of view wheistribution channels transfers as-
sortments of products made by producers into assoits wanted by the customers. Basi-
cally producers make narrow assortments in largatfies and consumers want wide as-
sortments in small quantities. Distribution chasnatt here as brokers who buy large
guantities from different producers and break tltgawn to a broad assortments and small

quantities wanted by consumer (Kotler & Armstro®y.2, 363).

Fourth element is promotion which basically meahg@mmunication to deliver the de-
sired message to the market (Winer & Dhar 2011).2Bfiomotion basically consists of

five different categories (Kotler & Armstrong 20427):

Advertising. Prints, television, radio, internet.et

Sales promotion. Premiums, discounts, coupons etc.

Public relations. Pres releases, sponsorshipsiasgeents etc.

Personal selling. Sales presentations, trade shows

Direct marketing. Internet marketing, telephone keting, email marketing etc.

agrwnE

Marketing communication has last decades changed arma more from mass marketing

to target marketing. It means that the focus inkeiamg is building closer relationship
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with narrowly defined target group. This has ledrtore focused and targeted communica-
tions. It also means that the all communicationsukh be integrated to avoid different
types of messages which could be confusing theurnes Kotler presents six steps of de-
veloping effective communication to be able to gnége the communication and under-
stand better the costumer (Kotler & Armstrong 20432):

Identify the target audience

Determine the communication objectives
Design a message

Choose the media

Select the message source

Collect feedback

oA WNE

McCarthy’s four P’s of marketing is very used t@wid there have been many different
variations and further developments of it over yiars but | still believe it is very useful
tool for marketers. It is quite simple but it h&e tbasic elements to build up marketing

function to any size of a company.

4 PURPOSE AND OBJECTIVES OF THE STUDY

4.1 Purpose of the study

What is the importance of a strategy to the compadgtween 1986 and 1996 a study of
160 companies was carried out (Nohria, Joyce, amloeRRon 2003) to investigate what
successful companies have in common. The resulthedthe winning organisations suc-
ceeded in 4 primary management practices: strateggcution, culture and structure.
Strategy is therefore one of the main fundamemtiadsiccess in business life.

The fundamental aim for company strategy is totersastainable competitive advantage.
To reach this destination company should understaadusiness surroundings and with
its resources meet the needs of the customers @QU&8t 7). Marketing in its wide defini-

tion is therefore seen as a major component irtegfyadevelopment. It plays important

role not only at the functional level but also imsmess and corporate level (West 2010,
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44). This role arises from the nature of its fumetas being in interaction with customers

and competitors.

Market for hearing care in Finland is in a statelodnging. For many years hearing care
has been executed by the governmental hospitaédb@s public funding. Lately the na-
tional economy has been in the state where pubtitosis growing in very fast pace (pub-
lic expenditure from 2007 47,4%/GDP to 2012 56,6%4R} (General public expenditure
by function, 2013) compared to the GDP, which iestlhcircumstances means that adjust-

ments to the public sector service structures neetds made.

Case company, Phonak Finland, has historically Iseecessful in hearing care markets
which have been mainly tender driven governmentziress. Now the market is in the

state of change due to the changes in Finnish @ubklth care. This has led to changes in
end user purchase behavior and increased the @nwatket of hearing care services. In
this changing market environment the company néedsarrange their focus from being

supplier to governmental hospitals to being mor@ @ore also a supplier for private en-

trepreneurs, clinics and users of hearing carei=vThis is a strategic change in the
company as they need to rethink their functions eesurces. They need to ask them-
selves what is the best way to offer services tbusers? What would be the most efficient
distribution channel? How to arrange advertisingifat\should be the correct pricing lev-

el? These are typical marketing questions and ghbelanswered based on a full scale
analysis of the business environment. Analyse taekets, what forces drive the markets,
study who are the main competitors and what is {hessible act on the market, who are
the customers etc. The purpose of this study eate a certain guideline and plan how

the company can adapt to its changing businesscmaent.

Finnish national economy is in the difficult sitiset. GDP has dropped 1, 2 - 1, 5 percent-
age during last two years (Bruttokansantuote suipis2 % viime vuonna, 2014) and un-
employment is increasing. Historically larger comiea have dominated the economical
field. The focus has been on larger companies vgwmernment has been deciding the
economical guidelines how to create wealth and eympént. Lately more and more the
focus has started to shift towards smaller comgantgen their role as an employer is noti-
fied. According to central statistical office in 2D Finland had 322 184 enterprises of
which 99, 8% (321 562) are classified as small mredlium sized enterprises (under 250
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employees) (Yritysten henkildstd vaheni...2012)eifleconomic significance for Finland
is important as lately these companies have begponsible of creating the new jobs.
Finnish economy is very dependent on exportingupdbrtunately SME: s share of export
IS modest. According to the latest customs staistt was 13% (Tavaroiden ulko-
maankauppa yritysten...2014) of total export. Doehis development government has
tried to find solutions to support SME:s exportiagd growth development. As noticed
earlier one of the most important concepts for essftil companies is strategy (Nohria,
Joyce, and Roberson 2003). Because of the impa&t@n8ME sector to Finnish economy
and the significance of strategic work for succésdso wanted to study how marketing
strategy work is done in a small company. Whatlaeeobstacles faced during the process?
What are the major problems? How to overcome? Aargblrpose of this study is to find
out how marketing strategy process is done in gnalbmpany. It will give this study a

possibility to generalize its findings also to ateenall companies.

4.2 Definition of research questions

Creating a marketing strategy is a large processhwhill reshape the company functions.
It can also change company working culture as soitlee functionalities may need to be
restructured. It will involve many different persa levels horizontally from managers to
workers but also vertically for example in dailyopesses of marketing and logistics de-
partments. Therefore the reasons for changingeatiog marketing strategy should be in-

vestigated thoroughly.

Markets are dynamic as they are in the continutate ®f change. There is constant flow
of new products, services, business models, wagslwértising etc. This change is fed by
different kind of forces like rapid technology déjament, trends, crises, wars, disasters
etc. (Aaker 2008, 1). If the companies are not &bladapt their business to this change it
might even thread their survival. Marketing strgtstould be a guideline how company
should adapt to the changing market environment&able to reason the need for creat-
ing a marketing strategy, | will analyse thoroughligy Phonak Finland needs marketing

strategy which is the first research question.

Marketing strategy process has a certain kind rofcgire. Basically the structure is very

similar even though there are many variations.
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Mooradian, Matzler and Ring present the processofisidian, Matzler and Ring 2012, 7)

in following way:

Situational assessment

Strategy formation

Implementation

Documentation, Assessment and Adjustment

PR

I will structure this study according to widely dsstrategy framework which is based on
the process presented above and which is formegveanswers to four different ques-

tions:

Where are we now?
Where do we want to be?
How we will get there?
Did we get there?

PR

By going through this framework | will answer mycsad research question: How market-

ing strategy is formulated?

4.3 Objectives of the study

General objective of the study is to create a ntarfgestrategy to case company. It is logi-

cal result from the above defined research question

Why case company needs marketing strategy?
How marketing strategy is formulated?

Marketing in its widest definition is the major cponent in strategy development. Creat-
ing marketing strategy is the major tool for thenpany trying to adapt on changing mar-

ket situation.

General objective of this study is generated fragmcgic objectives which will give clear
view what this research is about. Specific objexgtiare derived from the question frame-
work presented above. First specific objectiveoigdentify the present situation where the

company is by creating a strategic analysis ofbilgness surroundings and the company.
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Second specific objective is to identify the tasgahd goals for the marketing strategy
through segmentation and scenario analysis. Tivesespecific objectives will cover the
first research question why Phonak Finland need&etiag strategy. Third specific objec-
tive is to select specific marketing strategy toodk Finland through Porters generic
strategies model and implement by establishingabldtmarketing mix through 4P model.
Last specific objective is to establish suitablatoalling and evaluating tools for the mar-
keting strategy. Unfortunately time is limiting fac in this study and therefore there is no
possibility to evaluate thoroughly what kind of ults the implemented new strategy will

give and how will it effect on company performameehe changing market.

All these four specific objects cover the secorsbaech question how marketing strategy
is formulated. These specific objectives form teeeyal objective of the study: Marketing

strategy.

5 RESEARCH METHODOLOGY

5.1 Research methods

When choosing methods for the research the resmastiould start the selecting analysis
by considering what will be the view how the stuslyeflecting the phenomena. By choos-
ing the research philosophy the researcher willoskan which way he or she will ap-
proach the problem, what methods are used, howldteis collected and what is the re-
searcher’s role on the subject. Research philossprie basically divided in two different

categories: Positivism and interpretivism.

Positivism rests on the fact that the world is exdéand objective unit and therefore ob-
servers are objective and independent. Saundais e term social actors when describ-
ing human relationship with studied phenomena.dsitvism social entities exist in reali-
ty external to social actors concerned with theistence (Saunders, Lewis and Thornhill
2009, 108). In order to get valid results the aesleer should be distinct from the object of
the research. Positivist science is relating toféloes and causes. It is common philosophy

in natural science where objective of the reseahdhuld be law-like theory which can be
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generalized to the same kind of phenomena. Pagitigsearch focuses on objective facts
and tries to explain the external world with causddtionships between the facts (Carson

et al. 2005, 5). Basically data is gathered widthematical and statistical methods.

Interpretivism is an opposite philosophy for passim and it seeks to deep understanding
of the phenomena under investigation. It includessaeration of different actor’s reali-
ties, taking account of different contexts of theepomena and interpretation of different
data (Carson et al. 2005). According to interpistiphilosophy it is important to study
subjective meanings motivating the actions of daé#ors in able to understand these ac-
tions (Saunders, Lewis and Thornhill 2009, 111)inkerpretivist philosophy the research-

er is deeply involved with the subject researched.

The key for the research design and methods igefearch topic and research questions. It
will define the research philosophy in which wag fthenomena and the construct of this

study will be seen.

Research method should be derived from the resgudnitbsophy, research questions and
the topic. Robert K. Yin outlines (Yin 2003, 5) th@search method should be chosen

based on the three conditions:

What is the type of research question?
What is the extent of control a researcher has aveeral behavioural events?

What is the degree of focus on contemporary assgipto historical events?

The basic categorization of research questionshis, what, where, how and why. What,
who and where and their derivatives how much and hwany, are types of questions
which are likely to be used in survey based rese¢daunders, Lewis and Thornhill 2009,
144). The answers to these questions can be mdasurpiantitative way. The goal for
this type of research can be comparison of an oecce, it will describe prevalence of
some phenomena or result should be predictive mesautcomes (Yin 2003, 6). Quantita-
tive research therefore results theories or moahlsh are based on empirical data. Quan-
titative research derives from the positivist reskghilosophy. How and why questions
are more explanatory and more concerned reachidgpth understanding of the phenom-

ena (Carson et al. 2005, 66). Yin argues that witdylteow questions are more suitable for
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qualitative methods as they deal with operatiomdsl needing to be traced over time ra-
ther than measuring prevalence or frequency of seweat (Yin 2003, 6). Qualitative re-
search tries to understand deeply the studied phena. Qualitative research derives from

interpretive research philosophy.

The extent of control over behavioural events mehasis the researcher able to manipu-
late the behavior directly, precisely and systecadlit (Yin 2003, 8). This can be done for
example in experimental research in laboratorys lalso possible in social experiment

where researcher will “treat” different investigagigroups in different ways.

The subject of the study defines if the researblasra possibility to access to actual behav-
ioral events. The subject might be a historicalnewehich means that the researcher needs
to focus only to primary and secondary documentsvadence and there is no possibility

to focus on contemporary events because thesaadiasts in the past.

Yin summarises that case study should be appliednasthod or more like research strate-
gy when “how and why questions is being asked aboaotemporary events within some
real life context over which the researcher hdke lar no control” (Yin 1991, 20). Objec-
tive of case study is to understand deeply a cegpaienomenon. Woodside uses word
sense-making when he describes case study resddechtates that it is about sense-
making of the processes created by the individnalse organisation (Woodside 2010, 6).

Case study research is usually based on the ex¢éeasiount of material as there is possi-

bility to use many different methods to collectamhation. Due to the large evidence case
study research might suffer lack of credibility athérefore the research process and de-
sign should be explained thoroughly (Aaltola andli\2zd01, 160). Saunders et al. empha-

sise that to increase the credibility and qualityhe research the investigator should focus
on reliability and validity (Saunders, Lewis andofihill 2009, 156).

Reliability means hear that objective is to condhet research in a way that later investi-
gator should be able to get same results and ddigmmg from the same case and same da-
ta. The key is to document the proceeding of tlvestigation in a way that the successor
could be easily taking the same steps when conduthis research and that way exclude

the absence of random error. Silverman arguegshbeg is always a possibility of underly-



44

ing assumptions. He suggests that to minimizeeiirtkestigator should always tape-record
all face-to-face interviews and provide long dataacts from the transcripts for the reader
(Silverman 2005, 221). Gibbert and Ruigrok stakeg keywords in reliability of the case
study are transparency and replication (GibbertRuagrok 2010). It can be improved by
“careful documentation and clarification of reséaptocedures”. They also encourage the
researchers to organize a database from relevatdriala(recordings, transcripts etc.)

which may be used by later investigators.

Validity means here that is the study really getiegethe results, which it was supposed to
get according to its objectives, purpose and rebequestions. Validity is usually prob-
lematic to verify in case studies. Generally itigided to three different categories: Con-
struct validity, internal validity and external gty (Yin 2003, 35).

Construct validity refers to research’s capabibfygenerating accurate objective results.
Problem with case study research has been theapemeht of sufficient set of actions and
not just subjective judgements (Gibbert and Ruikgz010). The reader of the research
cannot be absolutely sure if certain type of dgwetbaction or event in case study is ob-
jective truth or if it is just an investigators imggsion of the situation (Yin 2003, 35). Gib-
bert and Ruikgrok suggest that to ensure constraladity researcher should look at the
phenomena from different angles by using diffedata collection strategies and methods.
Another suggestion is to establish clear chainvadence from research questions to con-
clusion. Basically it means distinct representatidrobjectives and methods of the study

but also thorough discussion of data collectinghoes and data analysis.

Internal validity concerns the causal relationstbpsveen variables and results. It relates
strongly to data analysing phase. If the case sidgscriptive and exploratory in nature
and therefore does not make any causal claimsithenal validity cannot be applied (Yin
2003, 36).

External validity refers to generalization of thesults. Case studies are being criticized
that the findings are not appropriate for generaioutside the case which is being stud-
led. Gibbert and Ruikrog argue that the key hete see that there are two types of gener-
alization: statistical and analytical (Gibbert d@Rdikgrok 2010). Statistical generalization

is basically used in surveys and it refers to galigation of observation to a population.
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Analytical generalization refers to generalizatafra theory where priority is the interpre-
tation of the evidence (Aaltola and Valli 2001, 163

Case study has traditionally been slightly unrecogph as a research strategy for several
reasons. Main reason is usually the lack of rigounethodology. To avoid these problems
it means that there must be extra focus on crea@isgarch design and structure. Robert K.
Yin presents main components of research desigm 2003, 21) in his book about Case

study research:

A study’s questions

Its propositions if used

Its unit of analysis

The logic linking the data to the propositions
The criteria for interpreting the findings

gk

Proposition in case study directs attention to ¢bimg that should be examined within the
scope of study. One of the problems with case stuidas been the large amount of materi-
al which cannot be linked to the study. Propositoih guide the study to certain limits. It
will reflect a theory which forms basis for thedyuand it also points out where to look for
relevant evidence (Yin 2003, 22).

5.2 Data collecting methods

Case study research enables multi-method use wdiletting evidence. Yin is listing six
sources of evidence when conducting case studgna@sedocumentation, archival records,
interviews, direct observations, participant-obaéinns and physical artefacts (Yin 2003,
85). Using different kind of methods is also a d@ation issue as stated in the research
methods section above. Yin also emphasise, thatvietvs are the most important source
of evidence (Yin 2003, 89).

Documentation is the basic secondary form of datduas evidence on caser study re-

search. Documentation consists of:

» Letters, memos, agendas
* Proposals, internal company records
* Newspaper clippings, articles and community neuesigt
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Yin advises to use documentation critically as tasgytypically processed bearing in mind
certain target audience or certain purpose whickeséghem possibly affected by bias of
the writer (Yin 2003, 86).

Archival records are secondary data which is ugualthe form of computer files and rec-

ords (Yin 2003, 88) and are usually quantitatiierimation. Archival records could be:

* Survey data
» Organisational records like budgets and quantegatdports of company perfor-
mance

* Maps and charts

Archival records are important source of this stémlysame above mentioned reasons as

documentation

Interviews are usually the main method to colleatadn case study research. As earlier
was defined that case study is a method where tlgeis to understand deeply a certain
phenomenon. The best way to collect deep informadimout the phenomenon is to inter-
view different people involved in the situation. dpeinterview will give information how
they understand it, feel it and perceive it. Theufbtherefore in interview is to get inside
someone’s head and that way understand how theypnet the situation (Carson et al.
2005, 73). If the interview is informal in natufeetresearcher need to be very careful not
to bring their own perspective or unconsciouslyttryeffect on interviewee’s opinion on

the subject matter.

Interviews can vary in different forms. They canvaey long informal discussions where
the interview does not have any predefined strectlihe focus is to find out how the in-
terviewee perceives the chosen subject. On theargnnterview may have a clear struc-
ture, where interviewer follows certain procedunel das ready questions around the sub-
ject (Carson et al. 2005).

Interviews can also be done with more interviewsesiltaneously, so called focus group
interviews. Carson defines focus group interviewiaaultaneous involvement of a number
of respondents in the research process to genbeata (Carson et al. 2005). The main
character and essence of the method is to encothiageterviewee to interact with other

group members and that way create the data. Thiseistrength of focus groups when
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compared to individual interviews. Each memberha focus group interacts with each
other and that way feeds new ideas and informatim@hthrough this group dynamics new
ideas are created. It is also said that focus greuheaper to arrange as individual inter-
views as it takes only time of one interview angloalhe transcription workload will be
lighter. This is of course true if the interviewesa® easy to gather and arrange the inter-

view (Carson et al. 2005).

Direct observations are basically observing thenpheena “on-site”. Observation can be
whether very formal or informal. Formal observaidnclude creating strict observation
protocols and strict measuring for example certahavior, Informal observation can be
done for example during the visit to do the intewi(Yin 2003, 92). Participant observa-
tion means that the investigator is participatingertain event, for example meeting, and
when being actively involved to meeting the invgator is doing also the observation
work (Yin 2003, 94).

5.3 Analysing the data

The interviews are basically analysed by procesaingntent analysis. The first part of the
content analysis is to categorisation of the da&ond part is to attach these categories to
segments or parts of the transcript data (Sauntergis and Thornhill 2009, 492). Cate-
gories should be derived from the data itself onfra certain theory which could be cho-
sen as a basis of the research and which therefoutl create a framework and structure
for the whole study. Categories should be useddssxwhich can be attached to the parts
of data and they should form a coherent whole ataine subject. Unit of data can be
number of words, sentences, number of sentencparagraphs of text (Saunders, Lewis
and Thornhill 2009, 493). The main object is totfiese units of data to the categories.
Now the data can be reorganized according to thereint categories. Through this cate-
gorization the researcher should try to find thearas patterns from the data and that way

start to forming explanations for the research tjoes and objectives.

5.4 Research process

In this research | will study marketing strategpgess and create a marketing strategy for

Phonak Finland. To be able to formulate the mankestrategy | need to deeply under-
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stand how the process works. The first step foptioeess is the strategic analysis of com-
pany’s external surroundings. It consists of mar&estomers and competitors. These enti-
ties are socially constructed and formed the waystbcial actors perceive the reality. For
example customers as social actors will perceieerdality in their own way. They will

interpret the different situation and form theiewi according to these interpretations and
act accordingly. To understand the actions | neaghtlerstand the reality of the customer

and that way deeply involve with the customer wathmking.

The purpose of the study is to create a guidelme to adapt to changing business envi-
ronment. It requires deep understanding of surrimgsdand answers to why and how
questions. Analysing the business surroundingsrtheket, competitors etc. is basically
analysing contemporary events which has a deepgteffe what the company should do
and which direction to go. The researcher has i ¢ase no possibility to control over
these events which shape the surroundings of tiipaoy. The research philosophy in this
study is interpretive and case study researcheglyas used. Case company Phonak Fin-
land is used to illustrate deeply the process @dtong the marketing strategy. Data collect-
ing methods will be qualitative. | will concentrade@ documentation, archival records and

interviews as data collecting methods.

The study will be founded on general propositioruse as a direction and guideline. The
general propositions will be based on the finding®arlier mentioned research done by
Nohria, Joyce, and Roberson who stated that theimgnorganisations succeeded in 4
primary management practices: strategy, executioiture and structure. Strategy and es-
pecially marketing strategy in its widest definitis therefore one of the main fundamen-
tals of successful enterprises. | will also leanstudy to other specific theories which are

acknowledged and used widely in marketing research.

As this study is strongly related to the case caomp®&honak Finland, | find the internal
documents very useful evidence. The progress afrfgeaid markets in the near future is
very dependable on the development of public selogaith care issues. As the public
health care is in a state of change and it is oungsue so to be able to implement the
strategy to this situation it needs close survedéawnhat is going on in the business. News-

papers and article are excellent sources for ihis &f information.
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| will use information from sales budgets and répdo give a clear picture of company’s
position in the market. Yearly performed comparglsbal internal marketing survey will
also give valuable information about Phonak Finland its customers view on it. Statisti-

cal data will provide extensive picture of heal#necin Finland.

One of the main goals of this study is to undeibtie situation in hearing aid markets. As
stated earlier hearing aid markets in Finland apeddent on what is happening in the
public health care in near future. To understamdsituation deeply | will conduct 3 inter-
views with individuals who have gained expertiseh@aring care markets from different
perspectives. First person to interview is Tapaatafisto, the sales manager of Phonak
Finland. He has been working for Phonak from 2008 has 25 years of experience in
hearing aid markets. Tapani has been mainly workuty public sector hospitals and
knows thoroughly the sales process between venabmpablic sector custome&econd
person is product manager Tiina Pekkala. She mamAgE and ITE hearing aids in Pho-
nak Finland. She has 15 years of versatile expegigrorking in different positions in the
industry. She has strong public hospital backgroand she has also gained experience
from the private sector. Third person is Timo Ykbk who is country manager of Phonak

Finland. He has 25 years’ experience from the hgarare industry.

The interviews will be in semi-structured form. Thien is to perform the interviews face
to face but the limited amount of time and posgiptio arrange the proper meetings can
result that part of the interviews could be conddatia email or telephone. Interviews will
be conducted around three different themes (fig8)ewhich are main dimensions of hear-

ing aid markets.

Public tenders and outsourcing

Development of hearing
care markets in near future

N\

Private market Service Voucher

Figure 18 Interview themes.
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Face-to-face interviews will be recorded and netisalso be taken be able to give over-

all picture of the interview situation.

Interview data will be studied through content gsml. The categories of the analysis will
be derived from the text and use here above mesditiremes of the interview. The main
codes in this analysis will be therefore publicders, outsourcing, private market and ser-
vice voucher. Results of the interviews (appendiinéerview content analysis) will be
used on different strategic analysis mainly on raadhnd environmental analysis and espe-

cially on scenario analysis.

6 STRATEGIC ANALYSIS

6.1 External analysis

External analysis forms the solid basement whexecttimpany strategy can be build. Eve-
ry company should be aware what is happening im thesiness surroundings. To under-
stand thoroughly the environment gives better ojymities to find a pathway to success.

External analysis consists of customer, competit@rket and environmental analysis.

6.1.1 Customer analysis

When performing customer analysis segmentatiohasbiasic tool to understand and ad-
ministrate wide amount of customers. Customersaaedysed by dividing them to differ-

ent groups, customer segments, based on whatrnskagacteristics.

Phonak Finland operates in two different marketgchvican be characterized as organisa-
tional and consumer markets. Organisational custerae hospitals, clinics and hearing
care providers and they count well over ninety eetof the revenues. Consumer markets
consist of end user customers who purchase prothucisgh web shop, shop or direct or-
dering. Currently this group is representing srablire of the revenues but it is growing in

fast phase.
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Governmental hospitals are the main customer gfouphonak Finland. They are fairly
homogenous customer group with similar charactesistnd buying behavior. Finland is
geographically divided to six different special hieacare districts (figure 19) which are
formed around University hospitals (Helsinki HYK&opio KYS, Oulu OYS, Tampere
TAYS and Turku TYKS). Ahvenanmaa forms its own Sisbdspeaking district.

These special health care districts or combinatadrieem act as buying groups for special
health care services. The buying group put outehder for supplying hearing aids to all
hospitals on that district. As these districts large and consist of many central and re-
gional hospitals they represent a significant bgymower. Suppliers are generally chosen
by technical feasibility of the hearing aids andtt@r Suppliers should also be able to sup-
port training for hearing center personnel, serttaging and enable technical assistance
on the phone during the office hours (appendixTEchnical feasibility is inspected by
KTTR which is a national working group of hearingperts from university hospitals in
Finland. All the hearing aids need to be approwedKbTR before they are able to be of-
fered on tender.

Sairaanhoidon erityisvastuualueet ja sairaanhoitopiirit,
vdestd 31.12.2013

B HYKS erva 1887 566 as. 39 kuntaa
Helsinkija Uusimaa 1581 450 24 kuntaa
Eteld-Karjala 132252 9 kuntaa
Kymenlaakso 173 864 6 kuntaa

] KyServa 817 166 as. 68 kuntaa
Pohjois-Savo 248 430 20 kuntaa
Eteld-Savo 104 407 9 kuntaa
It-Savo 44 444 4 kuntaa
Keski-Suomi 250 773 21 kuntaa
Pohjois-Karjala 169112 14 kuntaa

] oYServa 741 135 as. 68 kuntaa
Pohjeis-Pehjanmaa 403 555 29 kuntaa
Kainuu 76 782 8 kuntaa
Keski-Pohjanmaa 78284 10 kuntaa
Lapin 118 314 15 kuntaa
Lansi-Pohja 64 200 6 kuntaa

] Tavserva 1109 280 as. 67 kuntaa
Pirkanmaa 521 540 23 kuntaa
Etels-Pohjanmaa 198 831 19 kuntaa
Kanta-Hame 175 481 11 kuntaa
Paijat-Hame 213 428 14 kuntaa

] TYKS erva 867 457 as. 62 kuntaa
Varsinais-Suomi 474 053 29 kuntaa
Satakunta 224556 20 kuntaa
Vaasa 168 848 13 kuntaa

Manner-Suomi 5422 604 as. 304 kuntaa

Ahvenanmaa 28 666 as. 16 kuntaa
Koko maa 5 451 270 as. 320 kuntaa

Kuntarajat®MML 2013
Karttakuva@Kuntaliitto/MS

Figure 19 Special health care and hospital district
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The governmental hospitals are the major customarpgfor Phonak Finland. These hos-
pitals are generally quite homogenous group. Thegeno significant demographical dif-
ferences between the hospitals. Helsinki Universdgpital is the largest unit and it has a
bit different status compared to others becausspetial services which are provided and
its significant research function but from the lmgrcare point of view the hospitals are
demographically very similar. The functions and adstration of governmental hospitals
are strictly defined through the health care legish which makes their functionality simi-
lar despite of location. Their purchasing approachlso similar as they centralize their
purchases and use the tender system where theiptmgay the main criteria. Situational
segmentation characteristics are also very sameyeTdre no special requests for example

on order size, speed of delivery etc.

The differences between governmental hospitaleni@perating and personal segmenta-
tion characteristics. Municipalities are resporesibf organizing special health care treat-
ment for its inhabitants in Finland. Hearing cagevgces among other special health care is
provided by university hospitals, central hospit@gl regional hospitals. As the urbanisa-
tion is the global megatrend the economic actisiiee centralized to the bigger cities and
in Finland in southern part of the country. Thiw@lepment results that in different parts
of the country the age breakdown of populationiffeent. Some parts suffer from re-
moval of working age inhabitants and therefore pagan is aging which sets resource
and financial pressure for arranging the healtle c@rvices. The financial situation in
some municipalities and regions in Finland havenfluence on how the health care ser-
vices are arranged. Hospitals day to day activdresrun by medical superintendent who
allocate the resources depending on which actvai® on top of the prioritice list. Also
the hearing center senior physician’s focus oragerctivities has an effect on how hear-

ing services are arranged.

These reasons basically form operational and patsbfierences in governmental hospi-
tals. Some of the hospitals use exactly the pradexisting on suppliers accepted tender
offer product lists. Some of the hospitals on tiigeo hand use more widely the product
assortment of these suppliers which has agreernreteénder offers the hearing aids are
usually classified from two to three different das according to the technical perfor-
mance. By analysing the sales of hearing aidsesdhdifferent classes for example from

last 12 months it is possible to map which hospitede wider assortment. This analysis
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results two different purchaser profiles which daused as different segments on this

customer group.

Retail hearing aid market is divided to two differeustomer groups. There is couple of
private hospital chains in Finland which are maifdgusing on attractive occupational
health services. These companies generally empidiplagy services in major cities just
to complete their health care services and thegllystry to collect the insurance company
customers through their occupational health sesvi€gher customer group in retail mar-
ket is private hearing centers which provide hepdis, fitting services and other hearing
care products to public. These hearing care centers mainly established when statutory
care guarantee came to effect. This process geadirhat individuals should get treat-
ment within 6 months. Governmental hospitals sthttereduce their queues by outsourc-
ing hearing aid fittings for private sector to li@eato serve within 6 months. Audiologists
from governmental hospitals switched to privatet@eand started to manage hospital
gueues by fitting their hearing aids. Mainly cakiwfin these companies is still coming
from outsourced fittings but they have been ablgdbalso insurance covered customers
and customers who pay from their own pocket. Softkese companies have merged and
formed hearing care chains and also some of themaayuired by the hearing aid compa-
nies so that they are able to control more thessafleheir own brand in private markets.
Private market is still quite small which meand ihaesource point of view the segmenta-
tion should today be kept very simple because d@llsrasources of Phonak Finland. Main
criteria would be here also the purchase behatgranalysing the sales figures and the
usage of consignment stock it can be seen whiclpaamas will strictly try to sell only
own brand. Some of the companies use consignmeckssto just keep the assortment
wide and that way give to customers’ impressiorbeihg an independent hearing care

provider.

Individual end user customers who buy their heaamy and services directly from the
private market are a growing customer group. Ashi&aring aid is possible to get for free
from the governmental hospitals the customers wiante their purchase out of their own
pocket and purchase from private sector demantketeg service and state of the art tech-
nology. They are willing to invest on their headthd welfare. Some of the individual cus-
tomers are able to get reimbursement for purch&deearing care services. Insurance

company’s cover the purchase when hearing is dasndge to for example job related ac-
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cident. It is also in some cases possible to getlnersement from state or municipality.
Sometimes also private companies are willing tanspohearing aid services for their em-

ployers.

There are currently three different sales chanfoglend user customers: the shop, direct
order and web shop. Basically web shop and direigre serve customers who purchase
hearing care accessories like batteries, hooks, fikaxs etc. Shop serves the customers
who purchase hearing aids and accessories. Axlihve amount of the individual end

user customers is still fairly small there is ne @specially from company resource point
of view to divide these customers to too numercegrents. Basically the own pocket

customers are demographically very similar. Heaaitusers are mainly in the same age
group. These customers invest on their welfarethay are active who want to still fully

participate in working life or their hobbies. Custers who get reimbursement do not nec-
essarily demand any extra service or top qualibdpcts. Sometimes the reimbursement
provider might restrict the amount of the reimbumsat in which case the purchased de-
vice is defined according to the amount of the irsement. End user customers should
therefore divide to two segments based on purchabkavior. Customers who purchase

from own pocket and customers who get reimbursemoenheir purchase.

Customers of Phonak Finland can be divided to gigrdnt segments. On customer group
of governmental hospitals there is two segmentspHals who strictly use hearing aids

offered in tender and the hospitals which use thelevassortment of accepted supplier.
Retail market consists of two segments: truly bremtpendent hearing centers and hear-
ing centers focused on one brand. Individual bugarsalso be divided to two segments:
customers who pay the hearing aids from their oacket and customers who are able to

get reimbursement from different instances.

6.1.2 Competitor analysis

Competitors shape company’s external business wsutiegs. When creating strategy to
business unit one major part is to get to know ymmpetitors and try to find out what
would be their next step in the market.
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Phonak Finland functions in complex hearing careketawith different customer seg-
ments. Markets are mainly dominated by the govematédospitals but also the private
sector with private dispensers and end user sagsniereased its significance. There are
four main competitors which has same kind of bussnaodel and structure in the market:
Oticon, Kuulotekniikka Hakala, GN Resound and Wid&kese companies present the
major hearing aid brands in Finnish hearing carekeia: Oticon, Bernafon (Kuulopiiri
owned by Oticon Oy), Siemens (Hakala), Resoundvdittex. Hansaton is also one of the
major brands but it was acquired by Sonova in A01&bsite of Sonova 2015).

All the other companies are subsidiaries of inteomal brands except Kuulotekniikka Ha-
kala and Kuulohansa. These international brande ladlvtheir own strategies and ways
how to function in different markets. Finland isitgusmall market and basically seen as
part of the Scandinavian market. In internatior@hpof view these Scandinavian markets
are quite mature western type of health care makbere expectations are mainly to gen-
erate steady cash flow. Overall in Scandinavianketarthere is no potential for high
growth which means that these markets are not aeaitractive target for new business
investment. Basically the subsidiaries are expetdeateliver steady cash flow at diminish-
ing cost level. This will probably set pressurenfrparent companies to these subsidiaries

so that they manage their functions with accurast kevel.

Oticon Finland is part of the Danish hearing heatthe company William Demant hold-
ing. It was founded in 1904 by Hans Demant andctirapany was named as Oticon. The
idea developed as his wife had a hearing loss.ilde dtarted to import hearing aids to
Denmark. As Oticon faced supply difficulties duritige war they started to manufacture
hearing aids. In 1954 they expanded to US markell9l77 they opened research center
Eriksholm in Denmark to focus more on research @avklopment of hearing aids (Web-
site of William Demant holding 2015).

In the 80’s Oticon was market leader in hearing laidiness but it started to face sales,
cost and organizational problems. In 1988 theyuitenl a new CEO, Lars Kolind, to turn
Oticon to a new direction. After couple of yearsawe cost cutting phase Kolind intro-
duced new organizational system called spagheajtirosation. Idea was to replace the hi-
erarchical job structure to project based orgamsawhere each employee will work
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through different often cross-functional projectfie focus was also on paperless office
and IT. Aim was to increase productivity 30% (Jitik, Skydt Ganderup 2014, 17).

In the nineties group was very active in the magget it acquired Swiss based hearing aid
producer Bernafon (Kuulopiiri representative inl&imd) and Phonic Ear. It was also listed
in Copenhagen stock exchange. In next decade toexséd on to build up their diagnos-
tics division and acquired Interacoustics, Amplivamd Grason Staedtler. In 2003 they al-
so established joint venture with German Sennhé&tektronic. Lately they have invested
to Oticon medical which is focused to bone anchdredring solutions and cochlear im-

plants through acquisition of Neurelec (Websit&\blliam Demant holding 2015).

Today William Demant is the second largest heaogage company in the world. It per-

forms through four operational activities: Hearidgvices, hearing implants, diagnostic
instruments and personal communication. Oticorh&rtmain hearing aid brand. They
have invested heavily on research and developn@ivitees and as a starting point for

that was establishing the Eriksholm research celtering the last years they have fo-
cused on using end users as part of their reseatidevelopment. They actively use their
1000 user test panel, in-depth and focus groupvietes to get feedback from end users to

product development. Their slogan is “People Fivgdtich clearly indicates their RD work.

Oticon has during its late decades shown to berdgagedapt its organisation according to
the ongoing business surroundings and taking nghksn stepping into the new areas of
business and operations. Good example is investomeimdependent RD center Eriksholm
in 1977. They were already on that time investingresearch and development but they
decided that they would benefit more from indepemndesearch center which would focus
on customer’s needs and use external internati@salarchers. Other example of adapta-
tion is taking a new step to totally reorganise pany working structure by adapting the

spaghetti-organisation in the beginning of the 40isng Kirk, Skydt Ganderup 2014).

Nowadays they have changed their strategy becdube aew market situation. Denmark
has been always the most important market to Oteswhthey have started to use opera-
tions in Denmark as benchmark when adapting toéve markets. Denmark, as in all the
Nordic markets, has powerful governmental preseémt¢be health care markets. Medical

device purchases In Denmark is done by a compdedcamgros which purchases medi-
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cal devices and material on behalf of public hadpithrough the tender system. As in Fin-
land nowadays the most important criteria to getagreement with Amgros is price which
in this overall tight competition situation havedeminishing effect on hearing aid price
development. There is also quite strong privat¢éosexith private dispensers but basically
this market functions based on government subsidgitgd to hearing aid dispensers per
fitted hearing aid. Before 2013 subsidy was 5607KDper ear but 1.1. 2013 it was re-
duced to 4000 DKK for treatment of one ear and 2BBK for two ears. This had re-
markable effect on price level in private markein@ Kirk, Skydt Ganderup 2014,19).

Due to these market changes Oticon started to atfafatnctions to more suitable in the
market situation. They cut their sales force andinished and adapted their assortment
offered to dispensers. They also reduced theiregdreavy investments to product design
where they had won earlier international designgsi Amgros is in their tender’s classify-
ing hearing aids according to the level of patielnearing loss and communication needed.
Oticon adapted to the situation and started tahiseAmgros classification in their product
development system. They also started to strendti@npresence in value chain and pro-
vide more service to the private dispensers and agquire them to their own retail chain
(Jung Kirk, Skydt Ganderup 2014, 39).

Oticon’s strong ability to adapt in different matlstuations indicates what they would

also target in their Finnish subsidy. Of course Firnish market is not seen as attractive
growth area which can effect on their desire tediand be involved in their subsidy but
as the market is somehow very similar as in therdttordic countries the targets would be
very similar. Heavy cost cuts and product develamnaelapted to Amgross product cate-
gorisation indicates that in Finnish governmentalrkets the aim would be to focus on
cost management and offer products in lower priodse able to win a bid. Government
tenders covers major share of the market which m#zat the volume for business needs
to be generated by winning the tender bids. Peddé major criteria whenever the tech-
nical requirements are passed. Oticon has alsabidgsto offer broad assortment of

products companied by their other brand Bernafon.

In Denmark Oticon basically uses focus strategthas generic strategy because the busi-
ness is clearly divided to two different marketv@rnmental public market and private

market. In public market Oticon is focused on deatlership as the main Amgross tender
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criteria is price. In private market they focusdifierentiation as there are better possibili-
ties to increase profitability because of the higiargins. In private market Oticons strat-
egy is based on better marketing material, extimitrg and broader general support to
private dispensers. On lower profit volume basedegumental market all these general
support to clinics has been reduced significarfihe main goal in Oticons differentiation
strategy is to increase quality of products andises to end users. This has led to taking
steps toward forward integration in the marketc@ii has started to acquire hearing aid
dispensers in Denmark in order to secure its stppagence. They want to make sure that
their main suppliers in private sector do not falluse the products of the competitors
(Jung Kirk, Skydt Ganderup 2014, 38). These stsatggiions would indicate also the tar-
get setting in Finnish private market. There cduddmore focus on better general support
for the most profitable private dispensers in famhmarketing co-operation and marketing
material. Forward integration is also possible bguiring dispensers to ensure their full
presence. Acquisition of Oulun Kuuloke couple ofange ago and adding it under

Kuulopiiri would indicate possible structuring ohaaring care retail chain.

Kuulotekniikka Hakala is independent representorSegmens hearing aids in Finland.
Siemens has been the pioneer of the hearing aigstiryd It launched already in 1913 the
first industrially produced hearing aid. World wavo destroyed almost completely the
plants and it was 1951 when the next Siemens lgearthwas launched. In seventies Sie-
mens expanded its functions to US and Asia. 198@'s a decade of acquisitions in Sie-
mens. They expanded their activities by acquiriegrimg aid brands Rexton, Audio ser-
vice and A&M. Last years they supplemented theidpct portfolio for two more brands:
Hear USA and Audibene. They are hearing care sepioviders acting in US, Germany,
Netherlands and Switzerland (Website of Sivantds20

Siemens has already many years in the past trisdlitits Audiology business. In the end
of 2014 Siemens finally sold its audiology solusagivision to Swedish investment com-
pany EQT and the Stringmann family. The new compsmamed as Sivantos and it will

continue to market and sell all the Siemens brands.goal for Sivantos is to be the num-
ber one hearing aid provider in the world and iexpected to be listed in the near future
(Website of Sivantos 2015).
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Sivantos acts in the market through their 6 braBitsmens is their premium brand. They
have a long history and well-known brand whichdsrsas a presenter of quality products.
This wide brand recognition is definitely a compe# advantage for Sivantos. Audio Ser-
vice is brand which is focused on ITE (in-the-daaring aids. It has built up its brand on
focusing to good relationships with private dispgasRexton is a hearing aid brand which
is well known in US. A&M is low cost brand with fas on emerging markets. Hear USA
is US wide network of independent hearing aid dispes and service providers. By ac-
quiring Hear USA Sivantos is executing forward grsgion in order to keep their brands
strong in US retail market. Audibene is fairly neampany as it is founded in 2012. The
company is focused on online hearing care andgtabal leader on its field (Sivantos en-

ters strategic partnership...2015).

Sivantos has a great history with its premium br&memens and their goal is to reach
again the global number one position which theyehist during the last decade. Their
last acquirement of Audibene seems to indicate th&rest in future online markets. Au-
dibene is a platform of hearing services whichoisuking on first time users. Customers
are getting hearing care support online and vegptedne from hearing care specialists. Al-

so a wide network of hearing professionals endbles-to-face hearing services.

Kuulotekniikka Hakala has been successful on adgpapidly to different market chang-

es. They have focused on private hearing markeipleying up a few hearing care service
providers across the country. They have also beenactive on government hospital out-
sourced fittings. They have also introduced thedxt@n brand in governmental tender

markets. They seem to aim to be the number one imcpoivate hearing care markets.

GN Resound Finland is a part of Danish company @&\eS\Nord. Its history dates back to
1869 when its predecessor Great Northern Teleg@aphpany was established. Until the
world war two GNTC developed to one of the leadielggraph companies in the world.
After the war they focused on FM radio communigatand telephone connections. In
1977 GN acquires Danish hearing aid producer Danawuch is a start for developing

GN'’s hearing care division. In the 80’s GN formésifunctions to two different divisions:

hearing care (GN Danavox) and wireless headsetsN&tdom). In the 90’'s GN acquires
American based hearing aid company Resound and &disng care division is named as

GN Resound. They also acquire Danish audiologicaigany Madsen electronics and ex-
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pand their hearing care division with diagnostizipment. In the new century GN ac-

quired American Beltone hearing aid brand, Gernmaarion hearing aid brand and Jabra
which represents headsets to strengthen theirdasions. In 2007 GN and Sonova agree
on sales of GN resound hearing care division butr@a cartel office succeed to cancel
the deal based on the Sonovas dominant market@os@&N resound remains GN Store

Nords hearing care division (Website of GN Stored\2015).

After the Sonova deal was cancelled by German Icaffieials GN resound focused on
restructuring the company and getting back to gnopdth. It launched strategy program
for 2010-2013 called Smart which was focused otruetiring the company to meet the
challenges. The 2014-2016 strategy program iscdtieovation & Growth where the fo-
cus is on commercialisation and innovative produgesound has focused on their product
development to connectivity and they have develdpedfirst hearing aids which com-
municate with Apple products (Website of GN StoradN2015).

GN Resound Finland is active in both markets pevand governmental tenders. They
have been able to get in on tenders country widkedare to this they increase their reve-
nues 28% last year. Tender business is price sensihich has decreased profitability
(appendix 2 financial analysis). They have alsmbesy active in private sector. Strategic
agreement with Pohjola insurance company has madsiljje to increase their market
share on insurance covered hearing aid sales (&at2014).

Widex Is one of the six global leading hearing @npanies in the world. It was founded
in 1956 by two Danish men Erik Westermann and @hrisTopholm. Both worked in Oti-
con, Topholm as factory manager and Westermanrxpartemanager. Widex is still a

family business where Westerman and Topholm famdie heavily involved.

In 1990 Widex patented a new technology based orpater modelling when manufactur-
ing shells, earmoulds and earpieces. It transforthedwvay how the manufacturing was
done in the whole industry (Website of Widex, 2015)

In 2001 Widex established a research and developoseer ORCA in Chicago. Later in
2007 it expanded to Europe when ORCA Europe wasexpe Stockholm. ORCA is fo-
cusing on audiological research, hearing aids dtwgf (website of ORCA, 2015).
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In 2012 Widex acquired Italian hearing aid comp@wogelgi. In Finnish hearing aid mar-
ket it is positioned as low cost hearing aid. Widexhe fifth largest brand in Finland.

Lately it has had some problems as there has laekrof personnel.

Further competitor analysing is attached in appedfinancial competitor analysis and

appendix 3 competitor strength and weaknessesssaly

6.1.3 Market analysis

Hearing care market in Finland is divided to twiiedent sub markets. Patients are able to
find assistance from either public or private hegucare providers. Generally hearing care
is provided for free from public sector hospitagiing population has stressed the public
health care services which have led to longer gu@uéospitals and decrease in service

guality. This development enables the growing ofgie sector hearing care services.

There is no reliable information available on theeof Finnish hearing care market. Main-
ly markets are estimated through the decision®wémmental hospital tender agreements
but as the quantities of purchased hearing aidgemerally suggestive there are no accu-
rate figures about the size of the hearing aid etarknternational research company iData
focused on medical device markets establish iisnatts mainly on population statistics
and fitting rates. Market potential can be measurgastimating the amount of hearing
impaired population which in western countriesppraximately 15 % of the whole popu-
lation. I-data has estimated that on 2015 thereldvoe around 156 000 hearing aids on the
market (I-data Research, 2011). Hearing aid suggptiees the estimate of the market size
through tender agreement documents, own salesefigum private market, official infor-
mation of company financial statements and assumadket shares of the competitors.
Estimate for the market size in 2014 varies fron0@0 - 47 000 hearing aids (Ylihakola
2015).

There are 8 major hearing aid brands which comaetigely on Finnish hearing aid mar-
kets. The companies representing these brandsearrally speaking quite small. On av-
erage they employ less than 20 persons and theinues are under 5 million EUR. Ma-
jority of the companies are subsidiaries of gldiedring aid producers with subsidiaries in

several countries which all basically functionsational level only. This prevents them to
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expand over national borders and that way focug @mlnational markets which makes the
exit barrier fairly high. The companies are gerlgraliite homogenous what comes to the
size and none of them is in superficial positiorewercise bargaining power as a supplier.
Hearing aids are the main product what these coimeparffer to the market and count ma-
jor share of their revenues. The sale of hearidg & mainly price driven and there is little

room for differentiation. There is practically nigching cost for the buyer of the prod-

ucts which keep the competition tight. All the puots offered in Finnish market are basi-
cally on good quality level and due to the strichgl competition new features are rapidly

copied to all brands.

Markets are dominated by the governmental hospithksre over 90 % of the hearing aids
are distributed. Governmental purchases are exgdhteugh tender agreement system
where agreements are done generally for 2 to 3sy€arer the last years the main and
nowadays the only purchasing criteria is the pofta hearing aid. Tenders are arranged in
6 different purchase areas which are mainly forrmexind the university hospitals. Ten-

ders are remarkable source of income to theserfieaidl companies and for example two
year contract with major purchase area might m&ah5P6 of the revenues for these com-
panies. Recently governmental purchase groupsrealveed the number of the companies
with which they execute a deal and this way a gawental hospital exercise remarkable
bargaining power. This has led to tight price contipe between the rivaling companies.

Some of the companies have offered cost consci@nglb to be able to win a bid and keep
sustainable profitability level. Tight price compiein on the market will presumably in the

long run mean possible exit for one or two headitgbrands.

In private hearing aid market there is around Iffedint hearing aid providers. As the
market is still quite small the rivalry is not e strict as in governmental markets and due
to the situation in governmental market there issgulities for growth. There is increasing
amount of end-users who want to have good servidetap quality hearing aids which
they are not able to get from the public sectorabsee of the strict price competition and
cost cuts. This attracts hearing aid providershasgood quality products enables better

profitability.

Competition in the government driven hearing aidketis tight. Tender offers lower the

price level and late development of choosing feswgpliers for governmental hospitals
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will inevitably tighten the competition and lowerqgfitability of the market. This tight
market situation does not really encourage newaatgrto the markets. In theory there
would be a possibility for a cost conscious mask@rant if the hearing aids pass the tech-
nical requirements stated in request for quotati@nerally all the hearing aids which are
offered to tender should be approved by KTTR whsch national work group of hearing
experts from university hospitals in Finland. Iethearing aid is approved by KTTR and
pass the technical requirements of tender it caoffeeed. The hospitals also demand that
the companies should be able to offer hearing mdsl three classes and usually both
BTE (behind-the-ear) and ITE (in-the-ear) hearimg.arhese classes are based on the de-
gree of hearing loss. So basically there is a pdggifor new entrance to the market if
they have a broad assortment of hearing aids wisickives the KTTR approval, pass the
technical requirements and are able to press peied lower than the competitors. Basi-
cally there are no switching costs as the pridhesmain criteria and the brand awareness
is very low. End users are not able to influencenmiich brand they would like to use as
hospital personnel will make the decision for thé&macision is usually based on the share
which the brand receives in the tender agreement.

Private market for hearing aids is in the phasdesfelopment because of the strong pres-
sure in governmental markets. The present actoteermarket are very small with tiny
resources. Current cash flow in the market doesnable building of a brand or nation-
wide distribution channels. Price level is hightlas customers demand top level products
and service which the governmental sector in génenaot able to offer. One bottleneck
for the operators in the market has been the la@udionoms. There is lot of retiring au-
dionoms in the governmental hospitals and trailmihgew specialists has not been so effi-
cient which has led to this current situation. Tisatlearly one barrier of entry to private
market. Private market is still very modest and swmfttractive for the bigger players but
they probably follow the development of Finnish fireg. care markets. For example Brit-
ish spectacle chain Specsavers is the main headarg provider in UK private market
(iData, 2011). If the markets in Finland would deyeto more favourable way Specsavers
is in a good position as they have already arouhahops in Finland and strong brand
(Website of Specsavers, 2015).

Hearing aids in general are not threatened by gutesproducts. Cochlear implants would

be seen as a substitute product but as it is ussddily for deafness and severe hearing
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loss they are used for patients in the differenégary of hearing loss which cannot be
helped with a hearing aid. There are totally nepesyof hearing aids which could also be
seen as a substitute products as for example byrfsonova. Lyric is a hearing aid which
is placed very close to eardrum and it is therefotally invisible. This is often very im-
portant criteria for the hearing aid users. It banworn months at the time and as there are
no battery changes it makes it very comfortabletfar user. It is for mild or moderate
hearing loss and as the price level is fairly higbannot be seen yet as a real threat for

conventional hearing aids.

Lately there have been several researches congecoml stem cell treatment ability to
intensify to help the body heal itself. In 2005hatial trials were done to research newborn
stem cell therapies for damaged tissue. In 2014didddHospital for Children in Orlando
and Cord Blood Registry launched a study of theadismrd blood stem cells to treat chil-
dren with hearing loss (Study uses cord blood ste2014). Earlier some research done
with animals has shown that cord stem cells are tbheal the damaged hair cells in the
inner ear. Basically the treatment can be donberfuture with individuals own cord stem
cells which in that case will eliminate the riskionfection and rejection problems detected
with the stem cell treatments. It will probably ¢aknany years before cord stem cell treat-
ment could be substituting the current hearingtagdtment for the hearing loss. It might
be substitute in the beginning for cochlear implagatment for young children in the near

future.

6.1.4 Environmental analysis

Environmental analysis is divided to two partsthe first part | will explain Phonak Fin-
land’s business environment through PEST-analg@isova has structured their business
in a way that there is 100 % owned unit on evettyonal market they operate. It means
that mainly Sonova subsidiaries focus only on thaitional environment. In some of the
cases there can be one unit operating on largas.aRhonak Finland is responsible for
Finland’s national market and there is no poss$ibtlb enter outside Finnish borders. As
Finland is modern, demographic, politically stabted economically strong country there
IS no reason to do excessive PEST analysis. Iiseébend part | will focus more on busi-
ness environment by constructing scenario analyased on the semi structured inter-

views.
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Politically Finland is very stable parliamentamssiociety based on Montesquieues tripar-
tite system where legislative, executive and juicipower is separated. In Finland peo-
ples elected parliament is executing the legistatwork with certain minor role also at the

president. Parliament elects the Prime minister fonms government which uses execu-

tive power. Judiciary power is exercised by indejgem courts of law.

Health care in Finland is executed by municipaiti€his was legislated 1972 in National
health act which changed the whole health careesysh Finland. Before the change
health care was arranged by municipality doctorswMct stated that municipalities are
responsible of arranging health services by edtaibly health centers (Kansanterveyslaki
66/1972). Health care law defines how the healtle saould be organized in municipali-
ties. Medical device law states a specific regafatiow patient’s rehabilitation should be
planned and provided with aid of medical devicesisTlaw is guiding the hearing care

services.

There has been a lot of political movement arousalth care lately. Finnish economy has
been struggling along with all the other Europeaonemies which have pressured the
state economic budgeting and planning. Even thdbghe are problems Finland is still
seen as a strong economy because of the robusiragofundamentals (Website of World
economic forum, 2015). Finland is ranked as wofldcBmpetitive country in the world.
Main reasons for Finnish economy weakening arerdaog to World Economic Forum
poor development of key exporting industries (infation technology and paper industry)
and economic shock of one of the largest tradimtnpaRussia. OECD also points out the
problems related with Finnish fast increasing agiogulation (Health at a glance 2013). It
challenges the society as old age dependency argiopecosts are increasing. It will put
pressure on the health care system as demanddtih lvare services will increase while
the financing of the services is struggling duaiminishing economy. Characteristic for
the Finnish aging problem is also the weak figune®xpected healthy life (Leikola 2011).
We top in life expectancy years but we fall down expected healthy life (Health at a
glance 2013). This means that we have a large estihng aging population which also
uses relatively often the health services. Ond®frécommendations from OECD was also
to enhance the public sector efficiency. The late present government is targeting effi-

ciency with their reform of social welfare and balare.
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The reform of social welfare and healthcare stadigting the former government. To be
able to keep up the level of good service qualiy $ize of municipalities should have
been increased. Government tried to do it by fgr¢he municipalities to join with each
other but it did not succeed. Now the new goverrtroetlined the reform from new point
of view by setting the responsibility of arrangitige services for independent areas which
would be large enough to be able to keep up thel gmvice level (SOTE ja itse-
hallintouudistus, 2015).

One of the main problems in the present socialteadth care system is the multichannel
financing of these services. Financing is colledtedh 6 different sources which are mu-
nicipality and state financing, statutory and vaééug insurances, employer and customer
payments (valtioneuvoston viestintaosasto, 2018y [droposal for financing is based on
either state financing or to proposal that thestependent areas would be granted the
power of collecting taxes. Government has outlittexigh that whatever way the financ-
ing is enforced there is no possibility to raisedar tax or total tax ratio. This will proba-
bly lead to an extensive tax reform and if the dmwment of the social and welfare sys-
tems has been difficult so far the tax reform wiflo be problematic to lead through.

Another remarkable reform is the free choice wreepatient would like to get the health
services. It has been valid for the public healhedrom the beginning of 2014 but the
new outline would also make possible to choose ftloenprivate provider. In these cases
also the money follows the patient principle woblgl valid which basically means that
publicly financed health care services should aksgossible to choose from private side.

That would most likely to have an effect on privagaring care markets.

Different cultural values and manners effect ort@uwer needs and therefore they are very
important for the marketing strategists to undemdta&ert Hofstede is social scientist who
has developed a system to measure the culturalngdiores of different countries. The di-
mensions in his study are: power distance, indafidm, masculinity, uncertainty avoid-
ance, long term orientation and indulgence. Finlanasually geographically grouped as a
Northern Europe country and Nordic Countries angallg seen culturally very homoge-
nous area. There are though some differences arfajune 20 there is comparison be-
tween Finland and Sweden according to the Hofsseuedel.
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With the term power distance Hofstede means aditfdthe culture on fact that all indi-
viduals in society are not equal. Finland is saptow as on all the other Nordic countries
also where equality is one of the main principlesociety. Hierarchies are disliked and

informality in communication is a basic rule.
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Figure 20 Cultural dimensions of Finland and Swealesording to Hofstede.

Finland is seen as individualistic country wheregde are expected to take care of them-
selves. This is very western European characterdsit when compared more on western
European context Finland is not seen distinctivaetyindividualistic country (France 71,
Italy 76, Denmark 74 and UK 89) so there might Ise aome collectivism in Finns.

In masculinity Finland scores low as all the otherdic countries where femine values
caring for others and quality of live obtain. Cactd are solved by compromising and

through negotiations. Free time and flexibility éeoured.

Uncertainty avoidance means how the culture coidrancertainties. Cultures with high
uncertainty avoidance maintain codes of behavidrkaliefs and are intolerant for uncon-
ventional behavior and ideas. There is need fasrahd innovation may be resisted, preci-
sion and punctuality are respected and securitpp®rtant. This is where Finland differs

from other Nordic countries.
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In long term orientation Finland scores low meartimag Finns are normative and prefer to
maintain traditions and norms and are suspiciow®tietal changes. Comprehensive work

for long term focus is low and quick results arpragiated.

Indulgency is the extent where people try to cdrtreir impulses and desires. Finland is
seen and indulgent country where society tenddw geople to enjoy life and have fun.

Freedom and leisure time is strongly valued antticdm are raised in free way (Website of
Hofstede 2015).

Finland is technology driven country. It investe8@ percent of its GDP in research and
development in 2013 which means fourth positiotagnOECD countries (Gross domestic
spending on research, 2015). Finnish technologystng counts 45% in goods and 50% of
the services from total export (Suomen teknologifisaiuden vuosikirja, 2014). Even

though Finland is quite conservative and traditiamantry as it was seen on Hofstede’s

analysis above Finns tend to absorb new technaagdytechnical devices.

Scenario analysis is a tool to analyse future agmknt by creating different possible fu-
ture outcomes. | will first discuss about the kagtbrs and variables which will effect on
future hearing care market. Then | will preseneéhdifferent scenarios what would possi-
bly be the market development in the hearing casgniess. In this analysis | will investi-
gate the possible outcomes in 4 to 5 years pefidone. Markets are driven by the gov-
ernmental hospitals and their purchases via tegg&iem. As approximately 90% of the
hearing aids in Finland are distributed througis #hannel it is the main question to pre-
dict what will happen with the public sector hegroare in the future. The development in
public hearing care sector will also form the ptévhearing care market. There is unques-
tionably strong linkage between these two sectoesefore it is important to understand
the development when planning strategy for thermss. | will not predict here what will
be the Finland’s national economic state in thet gears so macroeconomic development
will be out of scope on this analysis. The starfoognt for this scenario analysis is pre-
sumption that Finnish economy will be in stagnatede for next few years which is gen-
erally the view in many economic forecasts. | aio not trying to predict technical de-
velopment in forthcoming years which probably widlve an effect on future development
in hearing care. This scenario analysis will beeldasn the analysis | made so far in this

study and to the three semi-structured interviemes$ented in methodology chapter.
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Main driver for future hearing care markets is #ygng population in Finland. According
to OECD the development is one of the fastest irop®l (Health at glance 2014). Finnish
statistical office estimates that on year 2020aheunt of over 60 years old will be 1,6
million and over 75 years old half a million (figu1). The population over 60 years of
age will therefore increase 8.5% in next 5 yearain hearing impairment starts at the
age of 60 years and according to study by Jaakkan&a approximately 50% of over 75
years have a hearing impairment which requireshiétaion (Salonen 2013, 11). This
aging development challenges the public health aatkis generating the present health

care reforms.

The increasing amount of patients needing hearang services and the ongoing problem-
atic financing will pressure the hospitals to rekhtheir focus and service arrangements.
At the moment hearing care is categorized entiaslyspecial health care. All the inter-
viewees were of the opinion that age related hgacare should be managed in munici-
pality level by local health centers and distriospitals (Ylihakola, Katajisto and Pekkala
2014). Central hospitals and university hospitalsutd focus more on hearing problems of
children, people of working age and special heapngblems. Ylihakola estimates that
70% of the patients could be the ones sufferinghfege related hearing problems. How
the hearing care of that patient group will be rmged will also have a considerable effect

on hearing care markets.

1 800 000

1 600 000

1400 000

1200 000

—60-74
1 000 000 / years
300 000 over 75

yers

600 000

400000 =

200 000

20072008200920102011201220132014201520162017201820192020

Figure 21 Finnish population over 60 years of aglagtokeskus)
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Tenders are the tool which public sector has usedessfully on their procurement activi-
ties. Success is based on the way how it has sshta purchase larger volumes and that
way press down the price level. Special health basedeveloped more and more to tech-
nologically orientated direction which has had #igant effect on cost level. Now the ma-
jor share of municipal income is used on specialthecare and when income has dimin-
ished as state financing is cut the tender procentms being emphasized to decrease costs
(Mattelmaki 2014). Tenders also have an effect ow private market is formed. To be
able to keep up good profitability the hearing gamaviders try to offer hearing aids which
are not top models or with best possible qualityisTwill drive part of the patients to pri-
vate sector to get state of the art products adivigual service. How the procurement is
arranged in governmental hospitals in next few yewtl therefore form also the private
hearing care market.

Health and wellness is a global megatrend. Peopheestern countries are more willing to
invest on their own wellbeing. The increasing antamd value of leisure time drives peo-
ple to invest on their wellbeing and health to bledo more enjoy the leisure time activi-
ties. Rapid development of health care devicesoaedall awareness of different technical
aids increase interest to spend on them. This maghtas had slow but visible effect on
hearing care markets. The status of hearing ailitslésby little changing from sign of dis-

ability to just technical aid (Palmer 2014).

In 1st of August 2009 the act of service vouches \@ainched in Finland (Laki sosiaali- ja
terveydenhuollon palvelusetelistd 569/2009). It nsethat municipality pledge to compen-
sate part of the social and healthcare costs psech&om private sector by launching
vouchers. This voucher system when expanded witentizan likely have remarkable ef-
fects on companies who sell health care devicesteda of offering for example hearing
aids for government hospital tenders the companyldvact with end users in cooperation
with municipalities. Municipality will decide who W be the supplier of the service or
product by accepting the producer who will fultitie criteria or through competitive bid-
ding. It will also decide the value of the vouchdsually it is defined to same value as
municipality would pay when acquiring the servioenh for example local central hospital.
If the customer wants to have better quality préslae services they will pay the differ-

ence from their own pocket.
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Outsourcing is a tool which hospitals use to marihge queues. Outsourcing has generat-
ed the private market in Finnish hearing care. brd¥i 2005 statutory care guarantee came
into effect (Laki kansanterveyslain muuttamises®®/8004). It meant that in unhurried
care situations patients are guaranteed to havedical care in special care treatment
within 6 months. Before the guarantee was placexitain areas the waiting time in worst
cases was more than a year to get treatment fdreheng loss. First the hospitals tried to
manage the situation by offering different compénsapackages for their own staff to do
extra hours. As the volumes grew they started tachase ear mould production outside
the hospitals. As that was not enough to managgubaes they started to purchase fitting
services from private providers and that was thetisg point for development of private
market (Pekkala 2014).

In first scenario autumn 2016 government bill orifare and health care gets stuck in par-
liamentary processing. Opposition does not havé fam financing package as first of all
they think the structure will increase the costd aacondly the suggested cost saving pro-
gram is not credible and the targeted 3 billion Et#i’t saving cannot be reached. The bill
will be rejected and parties fall into endless dispabout the model of financing the re-

form. Finally it will be left to next governmenttaf the 2019 election.

In governmental hospitals the amount of patientséseasing due to the aging develop-
ment and better product awareness on new patieetragons. There is emerging need for
audionoms and to cope with the situation extra@ady courses are arranged to get new

personnel.
“...there is severe shortage for persons. Lotsugfianoms are retiring...(Pekkala 2014).

Age related hearing care is more and more deledatatunicipality health centers where
audionoms are performing hearing tests, taking hsofde earmoulds and managing also

the patients control visits.

“...in Oulu city hospital hearing center they hirgldeady audionom to do the first visits of
patients with age related hearing impairment whieearing tests are done and the model
for earmould is taken. University hospital is thiging the device and hearing center

takes care of the control visit..(Pekkala 2014).
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Procurement of hearing care is arranged by tenadedsthere are now three purchase

groups to cover the whole country.

“ ... I could think there will be two to three tesrd but clearly lesser than today...”
(Ylihakola 2014).

Tender requirement for newly launched products tmde competition on large tenders
has resulted that two brands have exit the Finmiarket. 2018 a new brand from China is
launched through Finnish agent with broad assortraed very competitive prices. They

conquer market share in fast phase with efficiegtstics and extremely low price level

which attracts the governmental hospitals. To be tlocompete the existing major brands
narrow their organisations to be able to cut thsand respond to competition. Logistics,
service and administration is centralized in Euempeservice centers and increasing

amount of customer support is processed throughpeehls.

In second scenario the welfare and health caremefprogressing on timetable. After the
2015 difficult decision on quantity of regions, thegotiations start to progress in time.
There is good spirit and consensus between governama parliament which simplifies
construction of the difficult financing issue. Inet beginning of the 2016 the government
decides the distribution of workload between muypatties and autonomy regions based
on the request on comments from municipalities faderations of municipalities. The fi-
nancing package is then formed where autonomy megjet the power to collect taxes. As
agreed the free choice of provider for the pathetiveen public, private and third sector
actors comes into effect. Welfare and health cai@m takes place on time starting 1st of
January 2019.

The quantity of hearing impaired who seek for aaoeease significantly due to the aging
population and growing awareness of hearing cagdrtrent. As the technology and design
of hearing aids has improved exceedingly the tlolelsbf seeking help has lowered. Due
to the increase of patient quantity in special theake the workload needs to be rearranged
between special and basic health care. Aged retstadng care is directed to municipali-
ties and specialized health care is focusing ofdiEm’s and special hearing impairment

problems.
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“...central hospitals and university hospitals wilke care of the children, possibly work-
ing age and disabled hearing impairment patientssbme of the hospitals the “easy”

cases are already outsourced.(Ratajisto 2014).

There is lack of audiological experts in Finlandles education of audionoms is not in suf-
ficient level. This effect on municipalities’ aliifito arrange services needed. That is why

in some of the municipalities services need toltsaurced to private sector.

“...If we think about the smaller municipalitieseghare not able to arrange these services.
For example in 2013 TAYS shifted over 65 yeareltting impaired patients to munici-
palities and Ylojarvi got hundreds of patients.thsy were not ready to suddenly take care
of these patients they needed to outsource thdacesete private sector...”(Ylihakola
2014).

The lack of resources and knowledge needed in threaipalities means that the outsourc-
ing is managed by the 15 new welfare and healté destricts which are based on the 18
autonomy areas. In areas where the need for assésis acute, the health care district ar-
ranges the tender where three to five private plerei are chosen to arrange the hearing

care services in municipalities.

In these municipalities the financing will be amged through service voucher system. End
user will be the owner of the device and therefesgponsible of all the service which is

out of scope of the warranty. Health care disuetines the value of the service voucher
which is close to the fee paid when purchased Bpetial health care sector. The fees and

the providers are published when the tender prasesady.

“...service voucher will be one financing mean parchasing of hearing aids as it is al-

ready used in certain operations in special healtine. Before that the problem with the
ownership of the device must be solved. Maybdlitikg in Sweden where the end user is
the owner of the device..(Ylihakola 2014).

In third scenario also the welfare and health caferm progress right on the schedule as
in second scenario and takes effect on 1.1.2019héw the health care costs have risen in
rapid pace due to the expensive special health Baw treatment methods and technolog-
ical development increase the cost level. Incrgasimounts of patients, as indicated in

population aging statistics and weak figures ineetpd healthy life, need more care and
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that way increase the health care costs. Health rediorm was not able to cut the cost 3
billion as targeted by the government. Hospitaksdn® rearrange radically their processes.
They focus more on demanding special care treatar@htherefore part of the treatment is
relocated to basic health care, private and theados providers. As basic health care does
not have adequate resources, age related heamagscautsourced to private sector. Pa-
tients are able to get imbursement in the formes¥ise voucher. Opticians and pharma-

cists enter to the market.

”...older people need the service to be nearby abéeland for example pharmacists and
opticians have already extensive shop coverage ialdbe smaller towns...[Katajisto
2014).

There is a lack of audiology professionals so thc@ns and pharmacists purchase audio-
logical services from audionoms who circulate tegions selling their expertise through
web based reservation system. Opticians and phgrpasonnel are trained to do the

basic customers service.

“...there is one audionom who circulates the pladks the eye-specialists do and shop
staff takes care of basic services like changingkeand hoses, earmould modelling, sell-
ing batteries...”(Katajisto 2014).

6.2 Internal analysis

Internal analysis is focused on company’'s capasliand resources. These attributes
should be examined from the competitive advantaget pf view. What are the capabili-
ties which give advantage on the market comparexmapetitors? Are there any resource
gaps that might prevent company to achieve thestsPgBasic tools for this analysis are
SWOT and value chain analysis. SWOT shall be usedternal analysis only from the

strengths and weaknesses point of view.

6.2.1 Resources

Phonak Finland is small organisation which mairction is distribution of Sonovas prod-
ucts to Finnish hearing care markets. Strict valhain analysis in companies this size
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should not to be done in too detailed level. If égample in some of the activities there is
FTE (full time equivalent persons) of 0.5 then tietailed investigation with full scale fi-

nancial analysis is not meaningful.

Phonak Finland’s primary activities consist of inbd logistics, outbound logistics, sales
& marketing and service. These activities haveaflimntact to customer base. Support
activities are firm infrastructure, human resouncanagement, technology and procure-

ment.

Inbound logistics and outbound logistics are madagigh the same personnel as it usual
Is the case in the companies this size. Inboungtiog consist of receiving and storing the
products. Physical size of the products is veryllsamal therefore does not need remarka-
ble space for storage which makes the storage mgtsThere is no production on site as
the company acts as distributor of the productsgb@und logistics consists of picking,
packing and delivery of the goods. Same personmaglage the inbound and outbound lo-
gistics in the same space and therefore therd¢ightalinkage between these activities. De-
velopment of processes on these activities carohe during the hands on work and there-
fore information gaps do not exist. Major part loé toroducts which are managed by the
logistics is inter-company products which link theound logistics tightly to supplier pro-
cesses. Headquarter observes efficiency of thestlogiwith monthly KPI reporting for
example on stock turn over etc. Compensation aslmg personnel is dependent on how
the KPI figures are reached. The share of th@a&ty products is relationally small which

does not demand any development of tighter linkaigje the suppliers.

Outbound logistics delivers products mainly to goveental hospitals which manage their
purchases through tender system. There are somandsnon tender agreements which
apply to logistics mainly concerning the time oflidery in days (appendix 1 tarjous-
pyynt6). Part of the deliveries is done throughstgnment stock system. Goods are deliv-
ered to consignment stocks of the clinic and custowill inform when the product is fi-
nally delivered to end user and can be invoicechsi@mment stock system is used as sales
promotion activity and it is based on the demanttiaf time of the hearing aids which is
stipulated on law of healthcare instruments. Masy convenient to clinics as they do not
need to invest any financial resources to stocksiti@l of the consignment stocks is prob-

lematic as the customer seldom feels thoroughastdop manage these stocks as they are
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owned by the distributor until the final deliverydone. Here is a need for development of
tighter and value adding linkage between the outtdogistics and customer. Outbound
logistics also delivers goods to the third chamialistribution, the shop. This is very flex-

ible as the shop is located in the same premistdsedegistics.

Sales and marketing consists of sales team whidlvided to different areas of responsi-
bilities mainly based on product groups or custogreups. Governmental hospitals pur-
chases through tender system mainly form the psesesf sales team. Tender require-
ments demand certain activities which sales teammighes. Main function is the product

training. Sales activities are mainly done at thpsmluct trainings and demonstrations.
There is also couple of national exhibitions foispital audiologists and hearing center
personnel where the sales activities are done. &resy$tem and tender requirements links
strictly the sales team to governmental customBesders not only require the product
training but also technical daily support should grevided by telephone (appendix 1

tarjouspyyntd) which takes remarkable share ofssa¢gartments resources.

Marketing is mainly managed by sales team membetsaalso by outsourced external con-
sultants. Phonak Finland is lacking marketing resesi especially when acting on private
market. Private market is different in nature coregawith the governmental market and it
requires different approach in marketing. At thenmeat marketing is performed by many
different persons in the organisation and basidalily focused only on advertising activi-
ties. These activities are triggered by differemstomer requirements and done based on
these requirements reactively whenever there is tordo it and with lack of proper coor-

dination and long term planning.

Service and after sales activities are done bypanson service staff with some additional
help from sales and marketing function. Servicéuastion is also very much formed by
the governmental tender agreements. They strieifyne how service and service training
for hospital service departments needs to be peov{dppendix 1 tarjouspyynt®). Service

is also taking part to required technical suppgrtabephone.

Support activities consist of administration persglnand country manager which forms
the firm infrastructure. Human resource managensenianaged through firm infrastruc-

ture. As the resources are scarce the human resomranagement consists mainly of fill-
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ing up forms and policies send by headquarters effadment. Local training of the staff
is not planned or coordinated and it is mainlygeed reactively and usually from the
headquarters or other parts of the organisationn Mzason is the tight budgeting which
restricts possibilities for local development woflechnology development and support for
primary activities is provided by the headquartefsthe company. IT development is
strictly guided from headquarters. Product trairang service training for staff is provided
by the headquarters by sending materials and amgutigaining session in web and at the
headquarters. It also provides service manualspaodedures for service work. Market
research is managed yearly by headquarters andfpthet staff compensations is bound to
its results. Procurement is mainly done locallyeptahe certain share which comes from
headquarters. Spare parts, part of the marketingrrmaaand computers are purchased
through headquarters. Purchases are mainly dowcévedy triggered by needs identified

by the personnel. No special procurement processessed.

There are two strong forces which form the actgitof Phonak Finland. Phonak is part of
the global Sonova which links the primary actisterictly to supplier and that way forms
processes. For the moment Sonovas subsidiariesordidNcountries are under process
changes which will tie them more closely to Sonpwacesses. Other force is the signifi-
cant customer group governmental hospitals whiobutyh their concentrated procurement
system also links the company strictly to theirgesses and uses strong bargaining power.
When these linkages are managed efficiently it kgdlult competitive advantage.

Being a part of global large company the small iméasily kept busy with corporate poli-
cies and directions. This might even weaken theiaruole between supportive and pri-
mary activities. This is mainly a problem in firmfiastructure and human resources man-
agement when everyday work simply does not enaibegh room for development work.
Certainly there is much support to primary actestdone by the headquarters but these are
for efficiency reasons standardized activities \whace done the same way in every part of
the company. One of the key points in value chhinking is how the linkages between

supportive and primary activities are managed.
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6.2.2 Capabilities

Phonak Finland is part of the company which is gldbader in the hearing care industry.
This position gives excellent base to lean on fanpeting in the national markets. Sono-
vas product portfolio is large and strong. The piad are not especially superior com-
pared to main competitors but the breadth and deptbroduct line is extremely good.
Sonova is focusing strongly on research and dewsdop and it launches new products on
high pace. Brand portfolio is strong with two heagriaid brands, cochlear implant brand
and several hearing care retail brands. Wide assottof hearing aids is complemented
with digital wireless products and accessories.

Distribution coverage is also strength for PhonadtaRd. It acts in three different markets.
Phonak Finland has agreement with all governmentiging districts with remarkable
share of deliveries. Private market is also wellered but there is also room for improve-
ment. Some competitors have acquired private d@imic ensure the sales of their own
brands. This has had a diminishing effect on Ph@adés on private sector. End user sales

is covered with own shop concept and web shop.

Organisation is capable even though it is very bniéle main value adding functions are
well organized and efficient. Logistics works fldignand customer feedback is positive
especially when dealing with fast and reliable \d&ies. Service function also receives
good feedback from customers about rapid and telsdrvice and good technical support.
Sales department which also provides the traininfiftongs are also ranked as the best in
the industry by the customers (Appendix 4 markséaech). Long term focus on customer
relationship is resulting good feedback. Sonovalfearters is investing on product train-

ing which results as good knowledge level of stdese.

Main weakness is the thin organisation. PhonakaRuhlis strictly steered by the headquar-
ters with budget and tight human resources poRscruiting is strictly forbidden unless
there is immediate effect on sales and it shouldlbarly verified. As Finland is small
market with no significant growth expectationsdgtriot seen as an attractive investment

target.
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The quantity of the products in the market is iasieg in fast pace due to the increasing
amount of elderly people seeking solution to thebaring problems. To relieve the cost
pressure in governmental hospitals they need taeiigthe demands on tender criteria.
This means that the price level is pressed downt@aha able to keep up the good profita-
bility level the hearing aid providers need to detimore goods on lower price. The in-
creasing amount of products challenges small osgéions. Logistics and service func-
tions need to cope with the increasing work amaunat find solutions to manage the grow-
ing volume. If there are no possibilities to addrensetaff, the solutions to cope with the
situation needs to be find elsewhere. Basicallysthiation in these circumstances is to add
resources from the other functions. That easilgde@ situation where the possibilities to
do planning and development of processes dimirsshlldhe resources are bound to every

day routines.

Poor resource situation reflects on weak markefmgtion. Marketing activities are per-
formed sales personnel and outsourced consultefaiketing in Phonak is basically fo-
cused in advertising activities and usually itriggered from someone’s initiative. There
is no long term planning and coordination for mérigeas a function.

This resource problem also can be seen as vultigraifithe organisation. If someone in
the organisation would turn ill for longer periddwill have immediate effect on perfor-
mance. Also shorter periods of sick leaves if resnirnature will have effect on the organ-

isation spirit when there will be reluctance to stamtly help on other functions.

7 FORMULATION AND IMPLEMENTATION OF THE MARKETING
STRATEGY

Sonova, the parent company of Phonak Finland, kestaibs business on its vision and
mission. In their website they say that:

“We foster a world in which there is a solutiondweery hearing loss and all people equally

enjoy the delight of hearing(Sonova 2015).
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With this statement they want to communicate thaytsolve hearing problems of people
by offering most innovative technology of hearindsa Phonak Finland can also apply this
from its own perspective by offering wide assortingingood quality products and focus
on service by solving problems of different custosegments.

By using this mission as a guiding line the markgttrategy can be formulated by first
thinking where the company can defeat its compstiteVhat is their competitive ad-
vantage? Mooradian et al. defines that companycbaspetitive advantage if it has re-

sources or capabilities which are:

Valuable in the market

Rare

Not imitable or substitutable

Transferable to other markets or products

hPwpE

(Mooradian, Matzler and Ring 2012, 30)

Internal analysis in previous chapter in the mofieatue chain analysis and swot gives a
good view what that competitive advantage could Also the competitive advantage

needs to be think through by choosing the gendrategly. Porter defined three generic
strategies (chapter 3.2.7) based on the forceshwdrige the market (Porters five forces in
chapter 3.2.2).

Second phase in the formulation is to target yoarkets strategy and set the objectives. It
sets the direction where to head and define theoow# what to achieve. Overall object
should be chosen whether to reach for certain matiare or certain profitability. Basical-
ly market share is tried to achieve on cost of ipabflity and other way around. Trying to
achieve both objects will probably result confusid be able to set the target properly
the company needs to know their customers. Whiehtlae customers who to target the
strategy and what is also important on which cusianit should not. Customer segmenta-

tion analysis in external analysis chapter givease for this mapping.

After the formulation the company should focus hovposition its products on the market
and on the customer perception. This needs infeomatbout the market. What are the
forces that effect on the market development (PESGhapter 3.2.3) and how it will de-

velop (Scenario analysis chapter 3.2.3)? Thispasise is the implementation part where
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company creates a tactics how to be at the market.for this is the marketing mix which

was defined in third chapter.

Phonak Finland’s formulation and implementatiomafrketing strategy is in appendix 5.

8 EVALUATION

In this part | will present basic tools used in #waluation process. Unfortunately because

of strict time limit | am not able to present thekiation results here.

The marketing budget will be in a central role waleiation of the marketing strategy. Pho-
nak Finland processes the budgets under Sonovaleaders budgeting guidelines. Mar-
keting budget is based on the marketing plan wisallivided to 4 sections: Advertising,
PR, exhibitions and material. All the marketingiates are under these headings and the

plan is in monthly basis.

Major part of the evaluation will be performed thghh analysing monthly sales figures.
Focus will be on product group and segmental re@mprProduct group reporting will ana-
lyse different product groups: BTE (behind the el (in the ear), Roger-products, ac-
cessories and others. Advanced Bionics being araepanit has its own reports. Product
groups are specified in product family level whendts, sales in EUR, ASP (average sales

price) and gross margin will be analysed.

Segment reporting is based on the segmentation idociestomer analysis. Segmentation
report will present all segment groups and thegebaeak down on customer level. On
segmentation report analyse will be focused onihgaid sales, ASP (average sales price)

and gross profit. Marketing costs will be analysgdinst these figures.

Sales team will have quarterly evaluation discussiwhich will be based on segmentation
report. In these discussions the focus will be omdpct mix, marketing costs, targeting

and evaluation of past marketing events. Also tlhaliebe analysis on training and enter-
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tainment level which should be done according ®ittiormation given by segmentation

report.

Sonova headquarters is also performing yearly niadsearch on company customers. It
gives information about company performance fomgaa in different functional level. It

also has valuable customer feedback.

9 CONCLUSIONS

Health care is in the state of change. At this muntkere are many different working
groups in ministries, parliament teams and civivaets preparing different reports con-
cerning new health care districts, administratieéorms and financial reforms. These
changes shake the Finnish society up all the wahedoconstitutional level. New reform
will touch remarkable amount of citizens and effecttheir everyday life. It will also chal-
lenge wide amount of different companies who agtad health care cluster.

Changes in the tightly competitive business surdmgs enforce companies to rethink
their activities and adapt to the reshaped operatienvironment. The adaptation is much
more comfortable if the environment is known aner¢his more knowledge of the struc-
tural dependencies between different actors imibeket. Deep understanding of the sur-

roundings simplifies the difficult decision what wld be the best way to go.

The general object of this study was to create ekatiag strategy to Phonak Finland so
that the company is able to reflect to the changets environment. Basically the whole
process of creating the marketing strategy is itgmbdrto understand and therefore | point-
ed out some specific objectives as a guiding Imeugh this thesis. External and internal
analysis lays down the foundation for understandivegcompany position in the market.
These analyses also give knowledge to map whatbeilhe development in the near fu-
ture. That way the targets can be more precisenagahingful. Proper targets and goals
assist selecting the right path and which toolsn@eded when trying to achieve these tar-
gets and goals. People and organisations learn tineim mistakes and that way it is im-

portant to also evaluate the steps which are takehis path.
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Aging of population challenges the present headite system. It increases amount of pa-
tients in hospitals. Finland’s under average resuit expected healthy life figures acceler-
ate the increasing demand of health care serviReducing amount of working age popu-
lation erodes the financing of these services. dwerall development requires actions
which present government aims on its social andttheare reform. Conservative gov-

ernment offers solution where also the privateweastll play a part. System of free choice

of provider would allow also private providers te bne possibility when service is need-
ed. This will change the market especially if agkted hearing care will be transferred
from university and central hospitals what happenefampere a while ago. Patients with
age related hearing form a remarkable share ohd&laging impaired which will wherever

directed change the structure of the market.

Future looks always uncertain and especially insitigations when remarkable structural
changes are happening in the environment. Futseareh is based on researching the pre-
sent time. In strategic planning the ground workaoélysing the surroundings is signifi-
cantly important. It gives information how to uns&and the dependencies, linkages and
relations between different forces which drive tharket. In smaller companies focusing
on burdensome analysis is often a resource prollemany cases the overcoming day-to-
day tasks fills up the mind and there is seldonmrdor proper planning work. It is also
sometimes easier and even more acceptable to m@sely to familiar routines than in
vague planning work. In the beginning of this tkdsieferred to large research about what
successful companies have in common. One of the ci@racteristics was strategical

planning. That research gives strong implicatianifgoortance of strategical planning.

One purpose of this study was to find out how styigial planning could be done also in a
smaller company. Goal was to structure the margedtrategy process so that it would be
suitable to use also in other companies. Perhateifuture a study could be done focused
on developing a kind of a template how to proceeddrtain steps to create a marketing

strategy.
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Request for quotation of hearing aids and accessby Pirkanmaa health districts ERVA

area.

Eldmén
tihden

Yhteishankintayksikkd

TARJOUSPYYNTO
Pvm Numero 1(8)
11.6.2015 7261/ERVA/15

|Asiaa hoitaa hankintatoimistossa
hankintapaallikkd Antti Vadén p. (03) 311 69785

Kirjallinen tarjous j 1] nimelld ja tarj Ensisijai
merkilld var kirj VITENA i %
Tarj liittyva iden hi ittelua kosk I
i tarjous@pshp.fi. Toimitettuna perille TOP (vastaanottava sairaala)
Tarjousmerkki
7261/ERVA/15 (Finnterms 2001)
Jittoaika Osatarjous
31.8.2015 kello 14.00 mennessa Otetaan huomioon [;lEi oteta huomioon
Osoite Tarj pyydetédin selvittamain:
Pirkanmaan itopiirin kuntayh a V3 N
TAYS/materiaalikeskus, G-rak. 2.krs [Folinikieniics bimsioesta
PL 2000 X |Maksuehto
'—‘ 33521 TAMPERE X |Pakkaus

X |Tuotteen valmistaja

Tavaran toimitusosoite

llinen

raanEoitopii’rithrﬂij&t-Hameen iaali- ja terveysyhty

erityi sai- ‘

?q 31.12.2015 saakka

Tarjouksen tulee olla sitovana voimassa

Tarjouspyynté késittaa

Hankinnassa noudatetaan julkisten hankintojen yleisid sopimusehtoja (JYSE 2014 tavarat) ellei muuta ole sovittu.

KULUTUSMAARAT

KUULOKOJEET JA KUULOKOJEIDEN TARVIKKEET

KOJEILLE ASETETUT VAATIMUKSET SEKA OSATARJOUS

Pirkanmaan sairaanhoitopiirin erityisvastuualueen sairaanhoitopiirien (Kanta-Hameen
ja Pirkanmaan sairaanhoitopiirit, P&ijat-Hameen sosiaali- ja terveysyhtyma) kayttéon
hankintakaudella 1.11.2015 — 31.10.2017 (optio 1.11.2017 — 31.10.2018).

Arvioitu tarve on yhteensa noin 9 500 kuulokojetta vuodessa jakautuen erityisvastuu-
alueen sairaanhoitopiirien kesken seuraavasti: Pirkanmaan sairaanhoitopiiri n. 6500

kpl/v, Kanta-Hameen sairaanhoitopiiri n. 1500 kpl/v ja P&ijat-Hameen sosiaali- ja ter-
veysyhtyma n. 1500 kpl/v.

Téhan kilpailutukseen siséllytetaan 90 % hankintakauden aikana kaytettavista kuulo-
kojeista. Kilpailutuksen ulkopuolelle jaava 10 % voidaan hankkia tamén tarjouspyyn-

non luokkien ja/tai sopimustoimittajien ulkopuolelta, perustuen kojeiden erityisominai-
suuksiin tai maaraltaan pieniin erityistarpeisiin.

Kuulokojeet on teknisten ominaisuuksien perusteella jaettu kahteen luokkaan.

Luokka 1 kojeet
Luokka 2 kojeet

Tassa tarjouspyynndssé sovelletaan EU:n asiantuntijatyéryhman vaikeusasteluokitus-
ta: 20 - 40 dB lieva kuulonalenema, 40 — 70 dB keskivaikea kuulonalenema, 70 - 95
dB vaikea kuulonalenema ja yli 95 dB erittdin vaikea kuulonalenema.

Materiaalikeskuksen yhteystiedot:
Postiosoite

PL 2000

33521 TAMPERE

Kayntiosoite Puhelinnumerot Vaihde (03) 311 611
Teiskontie 35 Faksi (03) 311 65354
33520 TAMPERE



Elédmaén
tahden

Yhteishankintayksikko

TARJOUSPYYNTO
Pvm Numero 2 8)
11.6.2015 7261/ERVA/15

Kojeilie ja niiden toimittamiselle asetetut yleiset vaatimukset

Kuulokojeen tulee olla kuulonhuollon teknologiatyéryhmaén ylidpitadmasn luet-
teloon hyvaksyttyna ja siten taytiad NSH:n yhteispohjoismaiset laatuvaati-
mukset.

Tarjottujen kojeiden tulee tulee olla aikaisintaan‘2013 tai myShemmin markki-
noille tulleita.

Samaa kojetta ei saa tarjota er Juokkiin. T/MT ja VC ominaisuuksien olemas-
saoloa/puuttumista ei katsota eri kojemalliksi. Kuulokkeen vaihtoa ei katsota
eri kojematliksi.

Kaikissa kojeissa tulee olla T/MT mahdollisuus.

Takuun tulee olla veimassa vahintaan 2 vuotta kojeen luovutuspaivista ja sen
tulee koskea kuulokojeiden kaikkien osien valmistus- ja materiaalivirheitd mu-
kaan lukien mikrofoni, vahvistin ja kuuloke (rite).

Kaikissa tarjotuissa kojemaileissa tulee olla mahdollisuus tarkastaa lokitiedot.
Kaikista tarjottavista kojeista tulee olta mallikohtainen suomenkielinen kaytts-
ohje (pyydettaessa ruotsin- ja englanninkielinen).

Kojeiden mukana tulee toimittaa sailytyskotelo.

Sovitusohjelman tulee olla kaytettdvissa vahintaédn 5 vuotta kejemallin poistut-
tua markkinoilta.

Mikali kojemalli poistuu valikoimasta sopimuskauden aikana, ulee kojetoimit-
tajan tarjota valittdmasti uusi vahintaan vastaavan tasoinen koje poistuneen
tuotteen hinnalla. Kojeen tulee saveltua poistuneen sopimustuotteen lisatar-
vikkeille. Sopimustuotteen vaihto edellytta titaajan hyvaksyntaa.
Sovituschjelmien uusimmat péivityslevykkeet Idhetetésn viivytyksetta kuulo-
keskuksiin ilman erillistéd pyyntoa.

Kuulokojeiden pientarvikkeiden (ohutletkut, vahasuojat, paristot, tipit ym.) tiia-
uskaav akkeita toimitetaan potilaita varten kuulokeskuksiin automaattisesti ja
erikseen pyydettdessa (Tilaajan ostamat pientarvikkeet hinnoitellaan erikseen
hintafiitteen C ja D tuotteissa).

Korvantauskuulokojeiden hintaan siséltyy asiakkaan valinnanvapaus kuuloko-
jeiden kuorten vériin valikoiman mukaan.

Kojeen mukana tulee toimittaa yksi levylfinen paristoja veloitukseita.
Korvakaytavakojeiden hintaan tulee sisaltyd kuorikko, ilannechjelmat, va-
hasuojasetti ja pyydettaessa T, VC.

Korvantauskojeisiin sisaityy koukku/ ohutletku ja tippi, mikali

tarkoitettu avoimeen sovitukseen

Kuuloke korvakaytavéssa kojeisiin (rite) sisaltyy kuuloke, tippi ja va-
hasuojasetti

Vinkumiseneston, suuntamikrofonitoiminnon ja halynvaimennuksen on toimit-
tava adaptiivisesti.

Kaikkia kojeita tulee olla mahdollisuus s&ata koimella eri ottotasolla (hiljaiset,
keskivahvat, voimakkaat).

Korvantauskojeiden kohdaila tulee painottaa paristokoko 13:lla toimivia kuuto-
kojeita.

Korvakaytavikojeiden kohdalla tulee painottaa paristokoko 312:Hla/13:lia toi-
mivia kuulokojeita.

Toimittajan tuiee toimittaa ajan tasalla oleva kaukosdadinten hinnasto joissa
VC ja ohjelmasaadot. Tilaajan ostamat kaukosaétimet hinnoitellaan erikseen
hintafiitteen C ja D tuotteissa.

Kanava = itsenéisesti saédettava taajuusalue

VC = volume control, voimakkuuden saadin

Avoin sovitus = tdssa tarjouspyynndssa avoimen sovituksen kojeelia tarkoite-
taan ohutletkulla ja ilman henkiiékohtaista korvakappaletta (eli ns. tippi) sovi-
tettavissa olevaa kuulokojetta.

Materiaalikeskuksen yhteystiedot:
Posliosoile

PL 2000

33521 TAMPERE

Kayntiosoite Puhelinnumerot Vaihde (03) 311611
Teiskontie 35 Faksi (03) 311 65354
33520 TAMPERE
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TARJOUSPYYNTO

Eldamaén
tdhden
Pvm Numero 3(8)
Yhteishankintayksikko 11.6.2015 7261/ERVA/1S

Luokka 1 kojeet, 60 % tarjouspyynndn piiriin kuuluvista kojeista.
KORVANTAUSKOJEET 95 %

6 kojetta, joista

3 lievasts - keskivaikeaan kuulonalenemaan

2 keskivaikeasta — vaikeaan kuulonalenemaan

1 erittéin vaikeaan kuulonalenemaan {ei kuuloke korvassa/rite-kuulokoje, ei ensisijai-
sesti vain vaikeaan kuulonalenemaan tarkoitettu).

Digitaalinen kuulokoje:

» vahintadn 8 kanavaa tai muulia tekniikalla toteutettu vastaava taajuuskohtai-

nen vahvistuksen kasittelymahdollisuus

kojeissa tulee olla vahintaén 3 tilanneohjeimaa

yhden tdman ryhmaén kojeista on sovelluttava myds avoimeen sovitukseen

yhden tdman ryhman kojeista on soveliuttava myds ohutputkisovitukseen

yhden tdman ryhman kojeista on sovelluttava myss kuuioke korvakaytivassa

sovitukseen. Kojeen ja kuulokkeen hinnat ilmoitettava lisaksi eriteltyna. Kuuto-

ke tulee voida ostaa sopimuskauden aikana tarjctulla yksikkshinnalla.

« vahintdan 4 kojeessa oitava kiinted voimakkuudens#atd mahdollisuus, joista 1
erittéin vaikeaan kuulonalenemaan tarkoitettuun kojeeseen

* Kaikissa kojeissa tulee olla mahdollisuus lisélaitteisiin liittdmiseen langatto-
man teknologian avulla. [ndukticila toimiva T-silmukka ei tayta tata vaatimus-
ta.

+ yhdessa kojeessa tulee olla mahdollisuus kayttas lasten korvaan sopivia ias-
ten koukkuja

» kaikissa taman ryhman kojeissa potilaalla on oitava mahdollisuus kuulokojei-
den véliseen langattomaan bilateraaliseen saatamiseen ilman kaukosaadinta
(ohjelmat ja/tai VC)

KORVAKAYTAVAKOJEET 5 %

3 kejetta, joista
vahintdan 1 lievasta — keskivaikeaan kuulonalenemaan
vahintaan 1 keskivaikeasta ~ vaikeaan kuulonafenemaan

Digitaalinen kuulokoje:

» vihintadn 8 kanavaa tai muulla tekniikalla toteutettu vastaava taajuuskohtai-
nen vahvistuksen kéasittelymahdollisuus

» kojeissa tulee olla vahintaan 3 tilanneohjelmaa

« Kaikissa kojeissa tulee olla T/MT ja VC mahdollisuus

» vahintaan yhdessa kojeessa tulee olla mahdollisuus lisélaitteisiin fittdmiseen
langattoman teknologian avulla. Induktiolia toimiva T-silmukka ei tayts tata
vaatimusta.

* kaikissa tdméan ryhman kojeissa potitaalla on oltava mahdollisuus kuulokojei-
den valiseen langatiomaan bilateraaliseen séatdmiseen iiman kaukosaidinta
(ohjelmat jaltai VC)

Watenaalikeskuksen yhteystiedot:

Postiosoite Kéyntiosaite Puhelinnumerot Vaihde (03) 311 611
PL 2000 Teiskonlie 35 Faksi (03) 311 65354
33521 TAMPERE 33520 TAMPERE




Eldmén
tédhden

Yhteishankintayksikkd

TARJOUSPYYNTO
Pvm Numero 4(8})
11.6.2015 7261/ERVA/15

Luokka 2, 40 % tarjouspyynnon piirin kuuluvista kojeista

KORVANTAUSKOJEET 95 %

6 kojetta, joista

3 lievasta - keskivaikeaan kuulonalenemaan

2 keskivaikeasta - vaikeaan kuulonalenemaan

1 erittéin vaikeaan kuulonalenemaan (ei kuuloke korvassa/rite-kuulokoje, ei ensisijai-
sesti vain vaikeaan kuufonalenemaan tarkoitettu).

Digitaalinen kuulokgje:

e vahintdan 12 kanavaa tai muulla tekniikalla toteutettu vastaava taajuuskohtai-

nen vahvistuksen kasittelymahdollisuus

kojeissa tulee olla vahintaan 4 filanneohjeimaa

yhden tdmén ryhman kojeista on sovelluttava myds avoimeen sovitukseen

yhden tadman ryhman kojeista on sovelluttava my&s chutputkisovitukseen

kahden tdman rybman kojeista on sovelluttava myos kuuloke korvakaytivas-

sa sovitukseen. Kojeen ja kuutokkeen yksikkéhinnat ilmoitettava liszksi eritel-

tynd. Kuuloke tulee voida ostaa sopimuskauden aikana tarjotulla yksikk&hin-

nalla.

« vihintdéan 2 kojeessa oltava kiinted voimakkuudensaaté mahdollisuus

» kaikissa kojeissa tulee olla mahdollisuus lisélaitteisiin liittimiseen langattoman
teknologian avulla. induktiolla toimiva T-silmukka ei téyta tata vaatimusta.

» kaikissa kuulonalenemaluokissa tulee ofla vahintaan yksi koje, jossa mahdolli-
suus kayttaa lasten korvaan sopivia lasten koukkuja

» kaikissa tdm&n ryhmaén kojeissa potilaalla on oltava mahdollisuus kuulokojei-
den véliseen langattomaan bilateraaliseen séatamiseen iiman kaukos4adinta
(chjeimat ja/tai VC)

KORVAKAYTAVAKOJEET 5 %

* 3 kojetta, joista
e vahintadn 1 lievastd — keskivaikeaan kuulonalenemaan
» vahintadan 1 keskivaikeasta — vaikeéaan kuulonalenemaan

Digitaalinen kuulckoje:

« vahintadn 12 kanavaa tai muulla tekniikalla toteutettu vastaava taajuuskoh-
tainen vahvistuksen késittelymahdoliisuus

» kojeissa tulee olla vahintaén 4 tilanneochjelmaa

» kaikissa kojeissa tulee olla T/MT ja VC mahdollisuus

» kaikissa kojeissa tulee olla mahdollisuus lisélaitteisiin liittZmiseen langatto-
man teknclogian avulla. Induktiolla toimiva T-silmukka ei téyté tata vaatimus-
ta.

« kaikissa tdméan ryhman kojeissa potilaalla on oltava mahdellisuus kuulokojei-
den véliseen fangattomaan bilateraaliseen saatamiseen ilman kaukosasdinta
(chjelmat ja/tai VC)

Tarjouksessa on oltava tarjottuna kojeita kaikkiin luokkiin vaatimusten mukai-
sesti ja kojeiden pitda tayttaa tissi tarjouspyynnéssi kojeiden ominaisuuksille
sekd yleisesti kojeille ja toimittamiselie asetetut vaatimukset. Tarjoajan tulee kir-
jata tarjouspyynnan liitteelle 2, tiyttadko tarjoamansa tuote tissi tarjouspyyn-

nissi asetetiuja vaatimuksia kylléd/ ei. Osatarjouksia ei hyviaksyti.

Materlaalikeskuhsen yheystiedot:
Postiosoite

PL 2000
33621 TAMPERE

Kayntiosoite Puhetinnumerot Vaihde (03) 311 611
Teiskontie 35 Faksi (03) 311 65354
33520 TAMPERE
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KOULUTUS JA HUOLTO

Koulutuschjelma ja huollon jarjestdminen on osa kuulokojehankintaa. Koulutusohjel-
man avulla pyrimme kiinnittdmaén erityisesti huomiota kuulokojeisiin liittyvaan koulu-
tukseen ja huoltoon. Tilaaja seuraa koulutusten toteutumista.

Kuulokojekouiutus

1.

Huolto

1.

Koulutus tapahtuu kussakin kuulokeskuksessa vahint4én 3 kertaa vuodessa
ryhmékoulutuksena ja liséksi tarvittava maara yksiloHista ohjausta sovitusoh-
jelmien kaytén oppimiseksi. Yhden koututuskerran tulee kattaz kaojeisiin liitet-
tavat lisdapuvilineet ja saatimet. Toimittajan tulee jarjestas koulutus sairaan-
hoitopiirien seka sosiaali- ja terveysyhtyman kuulokeskuksissa.

Edella mainituissa koulutuksissa keskitytdan erityisesti niihin kojeisiin, joilla on
sairaalan apuvélinekuntoutuksen kannaita merkitysta.

Koulutus kattaa kuulokojeiden kéaytsn koulutuksen ja ohjelmoinnin koulutuk-
sen.

Toimittajan tuiee turvata kayttsjatuki sekd tekninen tuki audionomeille ja huol-
lon vastaaville henkilsille myds puhelimitse arkisin klo. 8.30 — 15.00 valisena
aikana. Toimittajan tulee iimoittaa sairaaloille tekninen yhteyshenkild ja tdmén
yhteystiedot.

Huoltokoututus

Huoltokoulutus siséltyy kojeiden hankintahintaan. Huaoltokoulutukseen on osal-
listumisoikeus vahintdan kahdella henkildlla kustakin hankintarenkaan sai-
raanhoitopiirista. Koulutus siséitaa kojeiden korjaustekniikkaa, testausta ja ko-
jesovituschjelmien peruskéyttda. Ensimmainen huoltokoulutus tulee jarjestad
kolmen kuukauden sisélla sopimuksen alusta.

. Dakumentaatio

Jokaisen uuden kuulokojemallin toimitukseen tulee sisaitya dokumentit (huol-
todokumentit, osaluettelo, hajotuskuvat ja saatdohjeet), ensisijaisesti suomek-
si tai toissijaisesti englanniksi.

. Lisédvarusteet

Toimittaja toimittaa veloituksetta rittévan masran ohjelmointikaapeleita seka
langattomia ohjelmointimoduuleiia kojeisiin, joita ei voi sovittaa kaapeleilla, oh-
jelmointikenkia ja sovitusohjelmia seka mahdolliset erityistydkatut huollolle.

. Takuukorjaukset

Toimittaja toimittaa pakkaustarvikkeet takuulahetyksia varten. Takuukorjaus-
ten postimaksun maksaa laitetoimittaja. Kuulokojeen takuuaika alkaa siité pai-
vasta, jolioin se luovutetaan potilaan kayttoon.

Mikali sama koje korjataan takuuseen laitteiston vian (kuuloke, mikrofoni, vah-
vistin, kytkin tai painonappi) vuoksi kaksi kertaa ja koje vield uudelleen rik-
koontuu, tulee toimittajan keskustella kojeen korvaamisesta uudella vastaaval-
la kojeella. Mikali takuukorjaukseen |&hetetyn kojeen korjaus ef mene takuu-
seen, on otettava yhteyttd sen lahettdneeseen sairaalaan korjauksen sopimi-
seksi joko laitetoimittajalla tai sairaatassa. Kojetoimittajan tulee iimoittaa kojei-
den huollon sijainti ja kojehucltohenkiléston maéra.

Materiaalikeskuksen yhteystiedot:
Postiosoite

PL 2000

33521 TAMPERE

Kaynlioscile Puhelinnumerot Vaihde {03)311 611
Teiskontie 35 Faksi (03) 311 85354
33520 TAMPERE
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TARJOUKSEN HINNOITTELU

Kuulckojeiden hinnat on ilmoitettava litteelld 1.

* Annettavat hinnat tulee ilmoittaa arvonlisdverottomina. Esitettyjen hintojen tulee
sisltaa kaikki tdssa tarjouspyynndssa esitetyt tuotteisiin liittyvat ominaisuudet
seka toimittamiseen, koulutukseen ja huoltoon liittyvat kustannukset tarjouspyyn-
nossé esitetyssé laajuudessa. Liséksi kuulokojeiden hintaan tulee siséltys kaytts-
oikeus kojeen sovitusohjelmistoon. Kaytéssa tulee olla ajantasainen versio sovi-
tusohjelmistosta. Kayttdoikeus tulee fuovuttaa Erityisvastuualueen sairaanhoito-
piireille seka niiden nime&mille ostopalveluna hankituille sovituspaivelun tuottajil-
le.

« Tarjogjaa pyydeta&n toimittamaan tarjouspyynnén ulkopuoletie jasvien kojeiden
Ja pientarvikkeiden seka lisdlaitteiden hintatiedot tarjouspyynnoén liitteen 1 toiselle
vélilehdelle

Tarjoushintojen tulee olla kiinteina voimassa koko sopimuskauden.

KOJEIDEN TAKUUAIKA
Kojeille tulee antaa vahint&an kahden vuoden takuu siitd hetkests, kun koje on luovu-
tettu potitaan kaytoon.

TUOTETIEDOT
Tuote- ja hintatietojen osaita pyydamme tayttdmaan tarjouspyyntéasiakirjoihin siséity-
vén Excel-taulukon (tayitdohje litteens) tarjouspyynnén liite 1. Kuulokojeet on ryhmi-
teltéva teknisten ominaisuuksiensa perusteella tarjouspyynnén mukaisesti kahteen
luokkaan. Lisaksi tarjoukseen on sisaliytettdva muut tuotteisiin ja niiden kayttésn liit-
tyvét pyydetyt tiedot.

Kirjallisten ja tiedostomuodossa olevien tarjoustietojen ollessa ristiritaisia piddmme
tiedostomuodossa olevia tietoja ensisijaisina.

HANKINTASOPIMUS
Hankinnasta tehdaan kirjallinen sopimus. Option kéytdsté paatetasn erikseen. Mikali
hankintayksikko kayttaa option, sovelletaan optiokaudella sopimuskauden ehtoja. So-
pimukseen siséllytettavien tuotteiden kulutusmaarat perustuvat hankintaan osaflistu-
vien laitosten materiaalikirjanpitoon ja niitd veidaan teiminnan niin vaatiessa joko ylit-
téd tai alittaa.

Edellytamme, ettd tuotteita on kaytettavisss sopimuskauden atkaessa.

TUOTTEIDEN TILAUS JA TOIMITUS
Tuotteet tilataan, toimitetaan ja laskutetaan sairaaloittain ja toimituseritidin
Kanta-Hameen sairaanhoitopiiri
* Kanta-Hameen keskussairaala
Pirkanmaan sairaanhoitopiiri
e Tampereen yliopistollinen sairaala
Péijat-Hameen sosiaali- ja terveysyhtyma
* Pégijat-Hameen keskussairaala

Toimitusten tulee padsaantdisesti olla tilaajalla viiden (5) arkipivan kuluessa tilauk-
sesta ja maksuehdon véhintdédn 30 péivaa netto. Toimittamisesta sovitaan tarkem-
min kunkin kuulokeskuksen osalta yhteistydssa hankintatoimiston kanssa.

Laskujen maksatukseen liittyen tarjouksessa tulee iimoittaa myds verkkolaskutuksen
kayttémahdollisuudesta.

Materiaalikeskuksen yhteystledol:

Postioscite Kéyntiosoile Puhelinnumerot Vaihde (03} 311 611
Teiskonlie 35 Faksi {03) 311 85354

33521 TAMPERE 33520 TAMPERE
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TARJOAJAN KELPOISUUSEHDOT

HANKINNAN RATKAISEMISEN PERUSTEET

Tarjoajan tulee tarjouksessaan ilmoiftaa Suomen tai sijoitusmaansa verojen ja sosi-
aalimaksujen seké eldkevakuutusmaksujen sucrittamisesta samoin kuin kuulumises-
taan ennakkoperintarekisteriin. Todistukset maksetuista veroista ja sosiaaliturvamak-
suista (verojaamatodistus) ja eldkevakuutusmaksuista on toimitettava vain pyydetti-
essd. Mikali hankintayksikkd pyytaa todistuksia, saavat ne ofia enintdén 3 kuukautta
vanhoja siité hetkesta, kun tarjoajalta niitd pyydetdén. Hankintayksikks pidattas oi-
keuden kayttda hankintalain mukaisia poissulkemisperusteita.

Tarjoajan tulee sitoutua eettiseen ja vastuuiliseen yritystoimintaan. Talia tarkoitetaan
mm. sitoutumista ihmisoikeuksien ja ILO:n keskeisten sopimusten kunnioittamiseen.

Mikali tarjoaja tai tarjous ei taytd asetettuja kelpoisuus- tai tuotekohtaisia va-
himmaisvaatimuksia, tarjousta ei oteta huomioon tarjousvertailussa.

Hankintayksikké pidattaa oikeuden valita vahintaan kolme tai enintaén nelja toimittajaa
varmistaakseen riittavan laajan tuctevalikoiman. Sopimuskauden aikana kilpailutuksen
kohteena oleva volyymi pyritd&n jakamaan tasan valittujen toimitiajien kesken.

Hankinta ratkaistaan edullisimman hinnan perusteeila seuraavasti:

Luokka 1 kojeet:
Lasketaan tarjoajan tarjoamien korvantauskojeiden keskiarvohinta, joka kerrotaan liit-
teessa 1 esitetylld kulutusmasrafis.

Lasketaan tarjoajan tarjpamien korvakaytavakojeiden keskiarvohinta, joka kerrotaan
litteessa 1 esitetylld kulutusmaaralla.

Téman jalkeen Jasketaan saadut hinnat yhteen, jolloin muodostuu iuokkakohtainen
kokonaishinta.

Luokka 2 kojeet:

Lasketaan {arjoajan tarjoamien korvantauskojeiden keskiarvohinta, joka kerrotaan liit-
teessé 1 esitetylld kulutusmaaralia,

Lasketaan tarjoajan tarjoamien korvakaytavikojeiden keskiarvohinta, joka kerrotaan
litteessa 1 esitetylla kulutusmaaralla.

Téamén jalkeen lasketaan saadut hinnat yhteen, jolloin muodostuu luckkakohtainen
kokonaishinta.

Vertailuhinta

Vertailuhintana kaytetaan tarjouksen kokonaishintaa, joka saadaan laskematla yhteen
kunkin luokan 1 ja 2 fuckkakohtainen hinta. Téman jélkeen tarjoajat asetetaan vertai-
luhinnan perusteella hintajérjestykseen ja valitaan vahintaén 3 tai enintédéan nelja toi-
mittajaa edullisuusjarjestyksesséd sopimustoimittajiksi.

Materiaalikeskuksen yhleystiedot:
Posliosoite

PL 2000

33521 TAMPERE

Kaynliosoite Puhelinnumerol Vaihde {03) 311611
Teiskontie 35 Fakst (03) 311 65354
33520 TAMPERE
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PAATOKSEN TIEDOKSIANTO
Tarjoajan tulee ilmoittaa tarjouksessaan sahképostiosoite, johon sdhkéinen paétéksen
tiedoksianto voidaan toimittaa. Mikali osoitetta ei ole ilmoitettu, annetaan p&atds tie-
doksi sdhkdpostitse tarjouksen allekirjoittaneelle henkilsile.
LISATIEDOT

Lisatietoja antaa hankintasihteeri Taina Kyyhkynen puh. (03) 311 67895.

LITE PIRKANMAAN SAIRAANHOITOPHRIN KUNTAYHTYMA
Erityisvastuualueen yhteishankintayksikké

Antti Vadén
hankintapaallikké

LUTTEET Liite 1 tuote- ja hintatiedot (tarjoaja tayttaa ja fiitt34 tarjoukseensa)

Liite 2 tarjoajalle taytettavaksi tarkoitettu asiakifa (tarjoaja tayitaa ja liittdd osaksi
tarjoustaan)

Materiaalikeskuksen yhteysliedot:

Posliosoite Kaynliosoite Puhelinnumerot Vaihde {03) 311 611
Teiskontie 35

PL 2000 Fakst {03} 211 65354
33521 TAMPERE 33520 TAMPERE
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Appendix 2.

Competitor financial analysis. Excel attachment.

Appendix 3.

Competitor strength analysis. Excel attachment.

Appendix 4.

Sonova market research: customer satisfactiontdr2814. Powerpoint attachment.

Appendix 5.

Phonak Finland’s marketing strategy. Word attachimen

Appendix 6.

Interview content analysis. Word attachment.
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