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Abstract

Customer references are important in business niagkéecause of global competition,
customer and market uncertainties, and rapidly changind complex technologies. The
research of references is still new in industrywéweer, especially in traditional industries
such as metal industry. The study concerns thezaiiitin of references in business-to-
business marketing. The study has been conductadcase study in Finnish metal industry,
and it focuses on reference practices in industmarketing and launching industrial
innovations. The research and the first findingthefpilot case study are presented.
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1 INTRODUCTION

Customer references have become important in busimes&eting because of global
competition, customer and market uncertainties, aapidly changing and complex
technologies. Customers tend to refer to each attme and more when making buying
decisions in today's unpredictable world. At themsatime managing innovations and
research and development have become important strégseges in business marketing. Due
to global competition, companies have to develop pexiucts at a more rapid phase to meet
changing customer needs and to compete with new, atdwanced product releases. Global
competition also shortens product lifetimes and congsahave to have products at the
different stages of the product launch processimootisly. References are valuable when
introducing innovations to global markets.

The utilization of references is already a commonketamg practice in business marketing,
and references have an essential role in suclegitadctions as launching new products and
entering new markets, as well as in enhancing a aogip competitive position in the
industry. Reference practices include for exampleresce lists, reference visits, brochures
and exhibitions. However, the concept of referenas been used only in a few academic
studies in international industrial and businessketing (Cornelsen and Diller, 1998; Helm,
2000; Jalkala and Salminen, 2005; Ruokolainen, 2@&minen, 1997 and 2001 and
Salminen and Mdller, 2003, 2004 and 2006). A needréference research exists and the
latest studies suggest that more theoreticallyeguigtudies on the practices and relevance of
referencing behaviour are needed. They also engeufar new research in this field
(Salminen and Méller, 2003 and 2006).

In the present study the following definition offeeence is used: “A reference is the
supplier’s relationship to its existing or formerstamer that can be evaluated by that
customer in terms of the supplier's product, servioggnagement, and co-operation
performance” (Salminen, 1997). The emerging viewebérences is discussed in marketing
literature including marketing communication, high hiealogy marketing, relationship
marketing, sales management, key account managemeuoigctp marketing, market
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The aim of the present study is to increase thenstateling of the utilization of references in
business-to-business marketing. The results arecteeg@rovide new knowledge of the use IFormat_tem Bullets and
of references when launching innovations and show to increase efficiency in sales and Numberng
marketing, as well as shed light for establishingt@uner relationships. Ultimately, the results

are expected reveal new practices in the utilinaiid reference portfolios in launching

innovations. As an outcome of the study, a refer@urtfolio model for launching industrial

innovations will be constructed. The research doestare as follows:

1. What are reference practises in business magti

2. How industrial innovations are launched?

3. How to create an optimal reference portfolioltamching industrial innovations?
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The study described in this paper is currently ilotpcase phase and focuses on reference
practises in business marketing and launching indiiginovations. The paper introduces the

research setting and the first findings of thetpilmse study in Finnish metal industry. Further

research objectives are also discussed.

3 BUILDING FRAMEWORK FOR EMPIRICAL STUDY

The existing knowledge in utilizing references st scarce. In order to acquire knowledge
of the phenomenon under study (i.e. referencesiiemci literature and journals have been
reviewed. For further research literature of cugionelationships, e.g. Ford et al., 1998 and

Turnbull (2002),and of launch marketing, e.g. Ali et al., 1995; Beat al., 1996; Chisnall,
1989; Choffray and Lilien, 1984 and 1986; Hultinkat., 1997 and Rope and Hautamaki,
1991 will be reviewed to build a theoretical franoelu

A case study type of qualitative approach is emgidoin this research. Probably the widest
known definition of case study has bee given by (2iD03). According to him a case study is
“an empirical inquiry that investigates a contempprahenomenon within its real-life
context, especially when the boundaries betweenptt@iomenon and its context are not
clearly evident”. A characteristic and one of theesgths of case study is the utilization of
multiple sources of evidence. Yin (2003) dividesecasudies to descriptive, exploratory and
explanatory. In the present study, in the empirjzait qualitative analysis methods, such
semi-structured interviews will be used, and a efee portfolio model will be created by
constructive research.

The constructive approach emerged in the literadbfimaanagement research methodology in
the 1990’s. The objective of constructive researckhe context of business research is to
solve relevant problems of business managementdagiog innovative models, frameworks,

methods and other constructions, and also by teitemdunctionality of the solutions during

the research process. The constructions are sociatistructed artifacts, meaning that they
are invented, not discovered (Kasanen et al.. 18akka, 2000 and Lukka and Tuomela,
1998). In the classification of Neilimo and Nési 809, four methodological approaches are
distinguished: conceptual, decision-oriented, nomiithl and action oriented research
approaches. The constructive research approactbéms added in the classification by
Kasanen et al. (1991). The classification of redeapproaches and the positioning of the
constructive research approach are presented und-ig

The phases of the constructive research processdotlows (Kasanen et al., 1991 and
Lukka, 2000):
1. Find a practical and relevant problem, which hagemial for a theoretical
contribution as well.
2. Examine the potential for long-term research co-afpem with the target
organizations.
3. Obtain deep pre-understanding of the topic arela piatctically and theoretically.
4. Innovate a solution idea and develop a problemhsgiconstruction, which has
potential for a theoretical contribution as well.
Implement the solution and test how it works.
Ponder the scope of the applicability of the soluti
Reflect the findings in prior literature.
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Theoretical Empirical

o Conceptual Nomothetical
Descriptive approach approac
Action-
oriented
approach
) Decisior-oriented Constructive
Normative approach approach

Figure 1.Research Approaches in Business Economics (Kasarabn ¥991).

3.1 Reationship Marketing

Inter-organisational theory focused on activitiexd gprocesses, which take place within
organisations (Hakansson, 1982). According to dite of relationship marketing all
companies are involved in relationships with theipiers, customers and other business
partners. The business customer brings its problemdsuacertainties to a supplier and a
supplier brings its ability to provide a solutidrofd et al., 1998). Companies are members of
a business network consisting of a large numberctifeaand heterogenous companies each
interacting with others and seeking solutions teirtidifferent problems (Ford, Gadde,
Hakansson and Snehota, 2002). Companies also fawemher of uncertainties in their
purchases, irrespective of the problems that thanchases are indented to solve. The
uncertainties including need, market and transaatiocertainty affect the requirements that
customers have of their suppliers. (Ford et al.2200

In relationship marketing references are especiafigortant when trying to overcome the
uncertainties and changes in the market. The raklip marketing literature also suggests
that the utilization of references has a crucidé i@ winning potential new customers and
breaking ongoing competing supplier relationshigr{fi@en and Moéller, 2003). According to
Ford business marketers and their customers areydeapterned the value that is provided
by the market offerings between them (Ford and McDipw899). Relationships can be the
primary assets of companies. Without relationshipishee business marketers nor their
customers can continue to trade and have little evalithout relationships. (Ford and
Hakansson, 2006). Continuous learning is essefotighe survival and success for the firms
operating in the changing and complex environmentdTiBessant and Pavitt, 2005).
Networking is based on incomplete knowledge. Thedeaaacy of each company’s
knowledge means “learning by doing” and is an impurtaspect of networking. (Ford,
Gadde, Hakansson and Snehota, 2002)

Zolkiewski and Turnbull (2002) suggest that relasbip portfolios may be a key factor in
successful relationship management. They state thattiolio analysis does not only provide



resource allocation but also an important sourdenofvledge about customers and suppliers.
The challenge, however, is to manage each portégitomally. Zolkiewski and Turnbull also
recommend the use of multivariate analysis incorpayatnarket- or customer-oriented
dimensions, because profitability is not necesgdnié only criterion for relationship analysis
and management. A company may seek to achieve naneifial objectives through customer
and supplier relationships, such as technical dgweént and reference sites. A model of
customer portfolio lifetime value that is developetently focuses especially on value of
close versus weak relationships in customer pootfoln business-to business context,
innovative companies are developing strategies aodepses for creating value with all of
their customers in the portfolio. The objective ofrkeding is to maximise return on capital
through investments in the right types of customiaticnships. (Johnson and Selnes 2005)

3.2 Launching Industrial Innovations

According Rope and Hautaméki (1991) launch meansriamket introduction of a new or
renewed product, which is either new to the companthe market, aiming at commercial
success. The important task of the marketing commtioinsa is to make the potential
customers aware of the unknown product and arigest of the target group. (Rope and
Hautamaki, 1991) Standard marketing tools and tectss are of limited use for
development and commercialization of novel and cormplew products, and relationships
between developers and users are important. Temya@nd markets co-evolve over time
and developers and potential users interact. Thenwyrcialization process for complex
products involves technical knowledge and therea iburden on developers to educate
potential users, which requires close links. Inti@vais not just coming up with good ideas,
inventions, it is a process of growing the idede practical use. Innovation is driven by the
ability to see connections, to spot opportunitiesl 40 take advantage of them. Success
derives from the ability to mobilize knowledge, teological skills and experience to create
new products, processes and services. The protassntifying, exploring and preparing the
market for launch of new product include among otleistomer testing by prototypes, test
marketing and launching into an internal market. T Bessant and Pavitt, 2005)

Increasing trend in innovation management is towdmdfling innovation networks in a
purposive fashion, “engineered” networks, a netwarthkose members are adopting and
embedding innovative ideas (Tidd, Bessant and R&@dQ5). A network perspective implies
that companies look beyond their direct dyadicti@teships and seek capitalize on the wider
network in which they are embedded (Johnsen and, R&@4). Being able to produce core
value through established vertical nets is generakcessary condition for achieving
incremental innovations through partnerships. Thesside the platform for more radical
innovations through the future strategic nets. Atgobeing able to manage one business
relationship well is a necessary learning step tdwato work in a net of complex
relationships. (Mdller, Rajala and Svahn , 2005)

Ruokolainen found that one of the main problems efdtart-up technology company is to
find the first customer reference. Without refeeshand thus without credibility, the start-up
technology companies might have major problems coimgnihe next potential customer to
buy the product. When launching innovations, simglaoblems are faced. The first customer
reference is usually based on the various typeoofacts that the entrepreneurs have gained
(Ruokolainen and Igel, 2004). The positive repotatbased on several references starts to
play a role in gaining new customers. The reputasamresult from more than one customer



reference. Several successful customer referensepedve that a supplier's success has not
been a random phenomenon. (Ruokolainen, 2005)

4 PILOT CASE STUDY

Several reasons influenced the selection of thet ghse companyFirst, references are
important resources for the company and they afieadieffectively for launching product
innovations. Along the years the company has deeeloa well-established reference
practises and procedures for utilizing referenaesmiarketing innovationsSecond the
research problem originates from the researcherdipah experience of utilizing references
for launch marketing in the pilot case compahlyird, the research problem and phenomenon
in the pilot case company was considered to havengat for a theoretical contribution.
Fourth, due to good access, there is potential for longrteesearch co-operation with the
case company.

Headquartered in Finland, the pilot case comparthaspreferred supplier of cutting-edge
flow control technology, serving a wide range ofogess industries worldwide. The

company’s sales and service network covers over difuntries and the products are mainly
distributed through representative companies. Aigo operating in global markets, the
company’s market sector is quite narrow due to sppoigucts and product features that can
be utilised only in specific processeBven if belonging to small and medium-sized
enterprises, the company is at the forefront infigkl in addressing customer needs and
making the customers' processes more competitive. dhgpany’s expertise builds on

extensive application and process know-how deriviemn tens of thousands proven

installations, as well as continuous product tgstiesearch and development.

4.1 Data and M ethodology

The aim of the case study is to gain a pre-knovdedfythe phenomenon (i.e. references).
Therefore, the target of the pilot case study veaBntd the answer to the first two research
guestions: what are reference practises in busmeasketing? How industrial innovations are
launched? The questions were answered by analybegeference practises of a case
company.

In the present pilot case study, company reportsfnial documents, interviews, and visits at

observations are based on research framework amdcdéiected during the researcher’s
working at the case company, at the early stagd@frésearch process. The main source
material of the empirical part was semi-structureterinews with six persons in the
company’s sales and marketing management in 2007. di&ractive approach has been
used as the research strategy of the study.

4.2 Preiminary Findings

References have a great importance and value t@wake company, because it delivers

special function, an application. A reference iswtedge of company’s solution delivered to



the customer, but a customer relationship and a ecatipn with the customer are also
understood as a reference. A reference is a prioobrmpany’s ability to deliver successful
solutions to a certain industry. History of produeind spare parts is followed in order to
compare it with some other solutions delivered eadied further used as reference to the
potential customer. As a broad concept, refereneehes beyond one application and
delivery, and has a longer life cycle. With referen experiences of successful solutions are
shared.

4.2.1 ReferencePractices

The case company is at the forefront in its industrutilizing references and the references
are corner stones of the operation. It has congueiey new markets and market segments
by using references. The main purpose for utiliziefgrences is to show the benefits of the
company’s solutions and emphasise its expertise kanuvledge of customer’s process
applications. References are acting as a tool dosutative and solution selling generating
more customer contacts and sales. References arasesnexcellent mean to convince new
customers of the excellence of the product in thgetaindustries and applications, and
promote sales. References are good sales argumeadsisnand tools for internal sales
planning and control. By analyzing former customdenences the company can target to
new customers and offer them a proven, well perfornpiragluct solution. References can
also open doors for new customers. In the case aoynpderences are a tool for learning
from customer how a successful solution can be furthproved. Updating references is very
important task in this sense. When product andtiswl is further developed according to
customer feedback, a better offering to new custoraer be given. Also when presenting
positive references from some other industry the lgnpindustry experience is expanded.

with many of its customers. The company’s productsvideo multiple solutions. In

corporation customers one solution can be offerest fo one process and then to other
processes. The customer acts then as an intefeatmee inside the corporation e.g. in pulp
and paper industry from one department to anothdretween the companies in the group.
Internal reference practices are also common witlimes industries between different
companies e.g. in mining industry. Lifetime of thetouser relationship can be prolonged as
a customer relationship is used as a reference. |@@rg solutions to other process
applications in co-operation with the customer wffier mutual benefit. When the reference

can beduplicated, withnew processmarketing value increases. One successful solation - { Deleted: copied )
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relationships are good references also when hawitang-term co-operation with globally
operating engineering companies and OEMs, and geadlipertise.

As a result of interviews and analyzing other datathe case company reference visits,

reference lists and success stories are presemt€eblel], as the main reference practjces.- { Deleted: 2
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Reference visits

Reference Lists

Success Stories

References communicated face-t
face by using reference lists,
powerpoint presentations,
brochures and success stories
presented as case example for
sales network and end customer

oSubmitted to the company’s
personnel through reference
database

Enhance sales either by copying
successful references or using
references as a marketing tool fo
proving that the number of
solutions is provided to the
particular industry

[

Positive references and feedback
shared with potential customers

Tailor-made reference reports
provided for the sales network vig
email or extranet

Benefit participants in the sales

network and encourage them to
enter industries of which they do
not have previous experience

With successful references show
existing customers’ satisfaction
with company’s products and
capability to perform in the new
customer’s processes

n Specific reports for end customer
presenting opportunities in their
processes

sSubmitting press releases of
successful process applications t
magazines

Recording and updating referenc
information and real process datdg
of product lifetimes

pExisting customers offered spare
part follow-up, which enables
maintenance and preventive
maintenance i.e. need for spare
parts can be expected as referen
information is used as an invento
list form

Emphasizing facts of how
company'’s products have given
solution to customer’s problems,
how the product excels the
ceompeting products and how mu
ysavings gained by choosing the
company's product

th

Example: when visiting five
potential customers in Germany i
energy sector, reference
information on the industry,
application and product lifetimes
were presented resulting to order|

from three companies

Contain objective information,
better sales promotion tool than
advertising
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The company has well established reference informatystem that tracks a vast portion of
the 50 000 products. Knowledge of where the pradbeive been installed, how they are
being used and what the maintenance needs arep@stant resource for the company. This
knowledge is most valuable when recommending maintanapatterns and stocking
requirements to existing customers and extremely psrg®l when contacting potential
customers.The case company cannot succeed in its businetse ifustomer process and

process problems are not knowvilthe only way to convince a new customer of the pebd

solutions is to collect experiences from the emgsttustomers, which are used as reference.

Successful sales can be duplicated with new sirmilatomers. Due to this, the company has

developed a systematic way to increase customelicappn and process knowledge, which

leads to targeted sales.

This procedure, a reference model is presentederfigiuire below.Figure 2 introduces the

reference model and shows how the existing custoniermation is turned into knowledge
and is acting as reference for the potential custemued also for the other existing customers.
The effective usage of the reference database dimguinformation such as customer,
industry, process and applications, and customgistegs forms a basis for reference
communication. Information from database is used rateggic marketing when targeting to
different market segments. Usage of reference infbomalso allows a better definition and
focus on the customer potentiallhe various reference practices for communicating
references to customers include reference listsspreleases and articles, advertising, direct



marketing, success stories, reference visits, prematimaterial, exhibitions, and seminars

and training. References are communicated to themess and the company’s sales network

through different channels among others face-to-femstact, direct mailing, printed and
| electrical media, and company web sites.

Communicating
References

Reference Visits,
Reference Lists,
Success Stories,

. ) Exhbitions,
Process Application Promotional Material,
Knowledge Advertising and

Articles

Information
on Existing

Potential
Customer

Information

Customer
Relationship

Reference Database

Communicating + Customer
References « Industry
Reference Visits, « Process
Reference Lists, Product

.
Success Stories, roduc
Exhbitions, « Service
Customer Seminars « Inventory Data
and Training, y
Promotional Material

Figure 2. Reference Model of the Case Company

4.2.2 ReferencePracticesin Launching Innovations

The case company has launched innovations suctodsqtrand process innovations. Before
starting the launch, the benefits and the salesnaggts, which form the basis for the launch
project, are defined. The launch will be targetest to participants in the sales network and
then to end customers. When the product is complete for the case company, also the
target customers are new. Even if industries andgsses are similar to the current products,
the target persons in the customer company are d@iffeThe launch is started from the

customers with whom the company has established a tmaogiterm relationship. Based on

the first results of interviews in the case compdayms of marketing and role of references

| in launching industrial innovations are introduded able2, | Deleted: 4

The case company produces special products thaireegxpertise and personal contact. If
the product or solution is new, it is a common pcacto use references. When the process
conditions and problems are similar the same refererahes beyond the industry boarders
e.g. processes are similar at the first produgtibases in different process industries. One
advantage of the company is that almost all custorhave similar processes within the
industry that they represent. The case company hasgaindustry experience and expertise



in industries such as mining and mineral

communicated innovations, which can improve the oegart in their process.

Form of Marketing

Role of Reference

Internet and magazinesvo hundred press and news
releases submitted at the beginning of this yeanwh
launching a new product

Industry and process expertise, company’s reputati
image and existing customer network utilized as
reference.

Importance of communication through networks, e.
email, portals, usage of internet robots and virtua
exhibition, is increasing.

).In the case of process innovation, new application
knowledge acts as reference and is copied to paten
customers as soon as learning experiences from th
first customers exists.

Other modes of marketing used: exhibitions, custon
visits, test products for the customer and intrdduc
material i.e. brochures, press releases, prodottrps
and technical data sheets, provided to the paatitip
of the sales network.

n€ustomers are shown parts of the process, which g
familiar to them and by using references product,
benefits and concrete application can be introduced

Participants of the sales network are informed lyide
of product and process innovations at the annues sd
conference and through extranet.

Prove that a customer already exists who has
solution and knows the product. Lot of referen
shown from various industries accumulated in ye
arise potential customer’s interest, idea of excele
and high performance of the product.

processifige existing customers are

o

D ~

re

the
ces
ars

Direct marketing: most of the launch material is
localized in order to get optimal feedback.

References and customer knowledge of company,
mode of operation and general process knowledge
considered as references.

are

Existing customers informed face-to-face about ney
product when it is applicable to their processes.

Existing references gained in marketing other
company products are used for launching new
products. Existing relationships and reference
customers enhance promotion of new products.

Case and success stories: positive experiences of
successful application in new industry or new
application in the existing industry shared with
potential customers for promoting sales to new
industries and applications.

Referencing is based on the company’s process an
customer knowledge, and ability to solve customer’
problems.

o

Based on good reputation already the company’s n
is a reference and brand image of existing productg
increases creditability in industry. Successful
references also strengthen the brand image.

ame

Reference database used for targeting marketing e
all existing and potential customers in the United
States are sent information and promotion packége
new product which launch started this year.
References are useful working tools for targeting
product or process innovations to new customers o

applications.

5 CONCLUSIONS
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This paper has introduced the research settingttendirst findings of the pilot case study. {Numbering
The aim of the case study is to increase the urateiistg of the use of references in business-
to-business marketing, and reference practises andching industrial innovations in

business marketing have been explored. Consequentbyeliminary reference model has
been proposed. On the basis of the first resultsproposed that the compaisyeffectively - [ Deleted: has well-established
utilizing referencesbut there is still a lot of unused potential idilizing references and
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relationships. References are important resourcestii® company, which represents a

traditional industry, metal industry. Several preesi are utilized to communicate references
to the customers and participants in the sales mktvReference visits, reference lists and

success stories are considered the most commonredepeactices in the case company. The
company has used various forms of marketing basetherffectively usage of references

when launching industrial innovations. The refeemnof the company have had a positive
effect for increasing customer contacts and s&@lesfidentiality matters are considered as
slight limitation for access reference informatiord arsage of references in some customer
industries. Also due to differences in customer gsses all the customer relationships need
be treated as an individual case. As main develop@reats in the case company reference
communication and more effective and innovative usdgeferences were found.

In the next phase, literature of customer relatigmsnarketing and launch marketing will be

reviewed to build a more rigid theoretical frameworke purpose is to examine launching
industrial innovations. With help of the resultstbé pilot case study, a multiple case study
setting will be built to find the specific referengractises especially used in launching
industrial innovations. As an outcome of the stuadyeference portfolio model will be created

with the constructive research approach.
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