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Introduction

The present study deals with the characteristicgisfomer references. Customer references is smypetiat
managers often consider successful deliveries wipbetent, services, or projects to customers, asagethe
names of existing customers. This is seen in basinggazines where such terms as “customer reésenc
“supplier references”, and “user references” aterofised.

It is easy to agree the idea that the use of cuastoeferences is an important managerial praati¢edustrial
marketing. Customer references have many tasksinageheral they are expected to reduce the unctes

of a potential buyer (Hakansson, Johansson, Wd&Z9). References are used to re-establish criggibil
among existing customers (Salminen and Mdéller, 20G& well as to maintain/reawaken sleeping
relationships (Hadjikhani, 1996). Customer refeesnlsave been found to serve as an enforcementniire
loyal to the supplier (Helm, Eggert, and Garnef@@d07), they establish insecurity and might evetuae
competitors to withdraw from competitive biddingdi@ez-Arias and Montermoso, 2007). Finally, refeesnc
can create credibility among actors (consultantgniciers etc.) of the project “milieu” (Cova, Mézand
Salle, 1996).

Although the use of the word reference varies #ctice, a customer reference is considered hef&les
supplier’s relationship to its existing or formerstomer that can be evaluated by that customermstof the
supplier's product, service, management, and caipar performance.” (Salminen and Mdller, 2006)islt
easy to accept the idea that a potential suppiarwants to see potential supplier’s referencestiimately
interested in the performance of an alternativgobeiprelationship, and thus customer referencearh can
be seen as a specific part of customer relationgsparch in B-to-B marketing. To decrease theicgieed
risk, however, potential buyers are interestedifferdnt levels of customer references: relatiopsheivel,
delivery level, or product/service level. Theseelevand different reference lists are needed tonwamcate
certain supplier/product attributes in practiceptgential buyers. Reference lists can be applioasjpecific
lists, product specific lists, technology speciiits, country/area specific lists.

There are several practices that can be used wdramegnicating references to markets, e.g. referéats
reference visits, company Web sites, press reledseshures of success stories, articles in tradengls,
promotional material, seminars, requests to prortieeelationship. For an industrial supplier ieigremely
important to know and select the best availableresfice customers for prevailing purpose of use. The
problem is that the extant academic customer neéergpecific literature is scarce. To be able ®awstomer
references as effectively as possible in marketimd)sales we need studies on the topic.

Specifically, we do not know what kinds of referencharacteristics are involved in the potential dsisy
decision making process when the buying compaeg to reduce its perceived risk related to the rigugif
process equipment for its industrial plants. Thenefthepurpose of the study is to increase the understanding
of good reference characteristics for a procesgewnt supplier. Consequently, owgsearch question is:
what are the characteristics of a good customerente for a process equipment supplier? To acthate
knowledge, a Web-based survey study was conductezth@ an industrial process equipment supplier's
current customers. The study contributes espedalthe emerging customer reference relationshspareh

in industrial marketing and purchasing.

In the first part of the paper, previous researshreferences is introduced. We continue by desugilthe
selected process equipment supplier company angrtposed Reference Characteristics Model. Then the
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methods of data generation and analysis methotteeafurvey are explained. This is followed by pntisg
the results of the survey. Finally, we summarize tonclusions of the study with implications toahe
development and for practitioners.

Customer reference research — a specific part of stomer relationship research

The present study is based on an important marshgpeectice — the use of customer references insimizl
marketing, and takes therefore the concept of custaeference as its standpoint. It is acknowleduse
that from a wide perspective customer referenceares is related to such areas as word-of-mouthvietr
(Helm, Eggert and Garnefeld, 2007), referrals (Biggn and Buttle, 2005), relationship equity (Lovd an
Johnston, 2006), reputation effects (Johnston adnl. 1996; Blois, 2004), market functions of extiey
customer base (Jacobs, Johnston and Kotchetova,; 208lter et al., 2003), network competence (Ritter
1999), relationship promoters (Walter et al., 20@k)d competence-based communication (Golfetto3;200
Ritter, 2006). Aside the acknowledged importanceustomer references for practice, the topics roeat
above show, except the relevance of customer refeseas a phenomenon for research on relationstfus,
the fragmentation of the research on referencéecttapics.

There are many academic studies on customer refsean industrial marketing: customer recommenadatio
as a marketing tool (Helm, 2000), success factbreference visits in industrial marketing (Salmin2001),
value of customer referrals (Helm, 2003), use tdrences in industrial bidding (Salminen and M§IR904),
use of customer references in company Web sitdka(daand Salminen, forth.), problems of the first
customer reference (Ruokolainen and Makela, 20@md&z-Arias and Montermoso, 2007), role of reference
in Business Marketing (Salminen and Mdller, 20@&¥pnomy of customer reference communication (Jalka
and Salminen, 2006), third actors in initiatingat&nships (Aarikka-Stenroos and Halinen, 2007)d an
reference value of customer relationships (Jall&déminen and Helm, 2007).

The research gap for the present study is basdthieomotion that very much attention has not bedd pa
specifically on studying the use of customer refees yet in academic research. This is probablytalitlee
fragmented nature of the phenomenon, and fromdahadeanic point of view the customer reference coreep
too “managerial” nature for conceptual and thecgyadlopment. We have adopted the perspective tlivag us
customer references ultimately means the use dfifepduyer-sellerrelationships for certain purposes
discussed above. From the supplier's perspectigepthsent study should provide new knowledge tt suc
research areas as communicating customer referatationships and supplier's competences (Golfetto,
2003; Ritter, 2006), initiating customer relatiomsh(Aarikka-Stenroos and Halinen, 2007; Ruokolaiaad
Makela, 2005), and utilizing customer referencesnaustrial marketing (Salminen, 2001; Salminen and
Mdller, 2004). From the buying related perspecthe study can be positioned to such area as perteisk
reduction (e.g. reduction of economic and perforreanisks of capital equipment) in industrial buying
(Hakansson, Johansson, Wootz, 1979; Greatorex.extA&ayne, and Cunliffe, 1992; Henthorne, LaTour,
and Williams, 1993; Stone and Gronhaug, 1993).

Overview of the process equipment supplier

Industry and basic information

Minsys is a provider of filtration solutions andated services. The company consists of 12 submdia
around the world, e.g. in USA, Germany, the Netrats, Australia, Poland, and Great Britain. The dyin
Group employ an average of 430 employees in 36tdesnThe main customer segments of Minsys are the
mining and metallurgical industry and the chemipabcess industry. Consolidation has been notable in
Minsys customer industries.

Under the Minsys name, there is a range of diffefitars. In addition to the filters themselvesifgys offers
a comprehensive range of services. These includmital support, modernization and upgrade serviaes
well as spare and wear parts service. The compHagservice cooperation agreements, which cowgist
combinations of the various service products.

The annual turnover of Minsys has in the past f@ary grown fairly strongly. The company’s product
portfolio consists of several filter types. Theremt net sales of Minsys have grown to 130 milkamos, of
which some 95 percent come from exports. The gebgral division of Minsys net sales in 2006 was as
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follows: Europe, CIS, Middle East, Africa (32%), fttg Central and South America (44%), Asia and
Australasia (24%). Strong growth has partly beelpdtk by the recent rise in metal prices, which has
positive effect on the investments of Minsys custmsn

The competition of Minsys is fragmented and undergconsolidation. The company has only a few dlgba
operating closely comparable competitors and mangller local or regional ones. In the mining and
metallurgical industry Minsys is a market leadesame applications.

Sales process

The sales process of Minsys equipment can be lgngthich is typical to the type of large capital@stment
goods Minsys provides. The process can take upvtoyears from the first contact with a customer to
securing of a deal. A typical contract value ranfyjesn 1 up to 10 million euros. The company consde
customer references very essential in its busiass4) as a supplier of capital equipment it hagh need

for customer references; 2) it is a middle-sizethpany and small compared to its competitors, 3) the
company’s location can be considered peripheralthé) company’ operation mode is based on strong
export/turnkey contracts and, 5) the company’sllef/growth of sales is high.

The sales process starts with finding out, who wde the potential customers, after which custoraess
approached selectively. At the pre-sales phasesydinmeferences are presented to the customerelf th
customer then is interested in Minsys as a filigopdier, the first negotiations begin. In negobas the
preliminary figures on cost and equipment needveseked out. It is also decided whether the figuaes
within the customers financial or other possitabiti After this, a test use is carried out with M&equipment

at the customer’s site, with the actual filtrateatenial in question. This helps in specifying thé équipment
size. Process guarantees are also specified, suatesgy and water consumption and product quality.

If the customer then requests, a full commercialtaiion is provided. Among others, this includemplete
technical description of the full scale Minsys quuent the customer would need. Then, the customes g
through a budgetary phase, where a feasibilityystidhe investment is made, and typically the stuent is
submitted for approval by the customer’'s board. Thetomer then compares the Minsys offering with
competing ones. If the customer then decides &csdlinsys as its supplier, the equipment is taloitt to
the customer’s needs and shipped, along with agyenong others on legal and commercial termskid
an average of 18 months from first contact withuatamer to closing a deal. The typical lifespanNtnsys
equipment after having been installed is betweearth25 years.

Reference Characteristic (RC) model

Figure 1 presents the Reference Characteristic h{Bf&2model) that has served as the basis for tineey
construction. The first part of the model consftsustomer reference characteristics, which areled into
three categories: 1) Process and equipment cheasticle 2) Reference relationship characteristiog] 3)
Reference customer characteristics.

Process and equipment characteristics are characteristics related to the filter and ghecess in which it is
used in by the reference customer of Min$3eference relationship characteristics are statements about the
characteristics of the relationship between Minsysd its reference customeReference customer
characterigtics are related to the reference customer compantgriaof the company itself that might be seen
and evaluated by an outside actor. The secondopatte model includesnoderating variables (Sharma,
Durand and Gur-Arie, 1981). They have an effectt@nbuying situation, in this case the situatiorereha
potential customer is considering making a purciiegsa Minsys.

The moderating variables Technical Complexity @f froduct and Importance of the Product presentduki
RC-model are proposed to have an effect on whiskoawer reference characteristics the respondeist dee
the most important for reducing buyer’s perceivieldl.r

Buyer’s perceived risk is a significant factor ughcing the buying decision of the potential cusiom an
industrial setting (Mdller and Laaksonen 1984, @). Balminen and Mdller (2006) propose that theicédn
of the perceived risk is a major outcome of refeesnutilization. The RC-model proposes that the
characteristics of the customer reference haveyangpeffect on reducing the perceived risk that plotential
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customer feels in the purchase situation, dependingthe moderating variables and the type of
uncertainty/risk the potential customer feels.

The RC-model relates to the situation where a piateklinsys customer is evaluating a Minsys refegen
customer and the various characteristics that dépécMinsys equipment that the reference custamses,
relationship of Minsys and the reference custorapd the aspects of the reference customer itsethis
evaluation, the hypothesis is that the moderatiagables, Technical Complexity and Importance @& th
Product that the potential customer is considetmduy, have an effect on what characteristicshef t
customer reference the potential customer regarttseamost important in making the decision.

The respondents of the survey of the present stuelg guided towards thinking about the usual filter
purchase situation in which the respondent’'s compauaally finds itself when considering purchasanfijter
from Minsys. Mdller and Laaksonen (1984) have stddhe situational dimensions and decision criteria
industrial buying. In their study, they presentpipal buying situation typologies as well as mspecific
situational characteristics of buying situationbeTsituational characteristics consist of prodetdted and
uncertainty/risk-related characteristics (Mdlleddraaksonen 1984).

The situational characteristics related to the pebaonsist of the type of product, type of neesdwell as
what the perceived importance of the product igl, itslevel of complexity and standardization. Imtpace
can be divided into the financial importance ofraduct and the importance of the product for thedpction
process or for the end product produced. The coritplef the product can be seen to mean its level o
technical complexity. (Méller and Laaksonen 198Phe respondents were asked to select the filten fro
Minsys their company would usually be considerim@ ifilter buying situation. This was seen as defjrthe
type of product and type of need present in thalusuying situation. The respondents were thenditkeate
the technical complexity of the filter they wouldually be considering on a five-point Likert sca\ext,
respondents were asked to rate the importancasofilter according to its importance for the firgad result
of the respondent’s company, and according to ilkex’$ importance for the operation of the prodoict
process of the respondent’'s company.
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Process and Equipment MODERATING
Characteristics VARIABLES (BUYING
SITUATION)

Application
similarity

- Technical complexity of
the product
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product

Equipment
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____________________________

Reference Relationship
Characteristics

Buyer's Perceived
Risk

Commitment and
Trust

____________________________

Reference Customer
Characteristics

Reputation and
Credibility

____________________________

Figure 1: Reference Characteristics Model (RC-modél

These importance ratings were also given on agdoiet Likert scale. The respondents were in adaiisked

to state when their company had made the first redious filter purchase from Minsys. This was to
represent partly the duration of the relationsheépareen the companies as well as for finding outtidrethe
respondent’'s company had made purchases from Miaftgs its acquisition of new filter types in the
beginning of 2004.

In the seven page questionnaire the word risk tsmentioned, although the perceived risk modeludes
this concept as a dependent variable. Often andigin between the concepts risk and uncertainsydfien
been made (Stone and Gronhaug, 1993). PerceiMedsithe definition by Bauer (1967) used in thigdgt
takes into account the possibly negative conseeseotca person’s actions, which have a possiblynowik
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probability of happening. Stone and Gronhaug (199340) present the thought that a person haselmit
cognitive capability which makes it difficult foh¢ person to assign specific probabilities to thgative
consequences of actions. This was seen as an easieept for the respondents to evaluate, since the
uncertainty does not involve giving probabilitiesthe outcomes of actions (Stone and Gronhaug,)1993

Three categories of customer reference charadtsrigtere created for this survey as presented én th
Reference Characteristics Model: 1) the referenostomer’'s process and filter characteristics, 2)
characteristics of the relationship between Minagd its reference customer, and 3) characterisfidhe
reference customer company. The characteristice nerationalized into statements that were eveduby
the respondents of the survey in terms of how itgmbrthey are for reducing the potential customer’s
perceived risk related to the purchase of therfille evaluating the importance of the customeenesice
characteristics, the respondents were instructémdgine themselves in a usual filter purchaseasiin they
might be in when purchasing the filter type theyl Is&lected in the previous question, and to thinduga
evaluating a customer reference of Minsys as gaasgessing the suitability of Minsys as theiefilsupplier.
Importance of the customer reference charactesigtas evaluated on a seven-point Likert ratingesaahere

1 stood for “not important” and 7 for “extremelypartant”.

The reference customer’'s Process and Filter Clarsiits are divided into two parts: 1) Application
Similarity (meaning here the production procesthefreference customer where Minsys filters arel)sad

2) Equipment Benefits gained by using the filtdisese customer reference characteristics are hygiatd

to lower the perceived risk of the potential custonit is hypothesized that the more similar thienence
application to that of potential buyer’s applicatidghe more the potential buyer’s perceived riskeiduced
(Wangenheim and Bayon, 2004; Brown and Reingen 19Bjuipment benefits are based on Tullous and
Munson’s (1992) study about supplier selectioredat It is hypothesized that the more benefitseapected

to be gained, the more this perception would rediveduyer’'s perceived risk.

Reference Relationship Characteristics are dividedtwo parts: 1) Continuity and 2) Trust and coitnment.

It is hypothesized that the longer the relationdiepwveen the supplier and its reference custorherptore
credible and risk-reducing that reference relatijmss from the potential buyer’'s perspective (Fat@80;
Salminen, 1999). It is also hypothesized that tlseenthe relationship between the supplier andeifisrence
customer is based on trust and commitment, the mskereducing that reference relationship is frim
potential buyer’s perspective (Morgan and Hunt,4t9@ainela, 2007; Plank and Newell, 2007; Vaaland a
Hakansson, 2003).

Reference Customer Characteristics are dividedthmee parts: 1) Similarity of the reference custorand
the potential customer), 2) Expertise of the refeeecustomer, and 3) Reputation and credibilitythef
reference customer. It has been found that whercdinemunicator’'s similarity with the receiver anceth
expertise of the communicator increase, the infiteenf word-of-mouth increases as well (Wangenheich a
Bayon 2004; Gilly, Graham, Wolfinbarger and Yalé&® Therefore, it is hypothesized that the moneeetx
and the more similar the reference customer ishéo gotential customer, the higher is the risk-rauyc
influence on the potential buyer. Finally, It ispoyhesized that the better the reference customegigation,
and the more credible it is, the more risk-redgdhat reference customer is from the potentialebsy
perspective (Herbig and Milewicz, 1993).

Research process

Selection of customer contacts

The sample of contacts taken from the Minsys’ CRpdtam was based on three criteria. Tivgt was
selecting companies that had an “operative” or$eaabperative” (meaning that the filter is not seall the
time) filter. Second, from these companies only those persons whdseirtitluded the words “manager” or
“metallurgist” were selected, since Minsys repréatves saw these as people who have likely beashied
in purchasing their filters. As tHenal criteria, those persons who did not have an ealfess (required for
sending the questionnaire) were removed from tbte Tihis selection procedure resulted in 1105 ateta
from altogether 60 countries (Figure 2).

In an attempt to increase the response rate afuhey, the 49 sales and service personnel of Minsre
asked to send a prewarning message to the respermfahis list that were in each sales or seryieesons
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area of responsibility. After this, the questiomaavas sent to the 1105 listed contacts along thetcovering
letter containing information about the survey.

More than 300 of the email addresses acquired thenCRM system were not working; the questionniaae
gone through to 780 respondents which is here dedaas the eligible respondent amount, since otrers

not received the questionnaire at all, and themoisvay of knowing whether those who have received
guestionnaire actually are suitable persons to engwother than the assumption made when segettiose
contacts from the CRM system). At the deadline @lyanswers had been received, and it was dednded t
the respondents should be contacted by telephagigda prewarning about the survey in a furthemapt to
increase the response rate. Telephone numbergdosame respondent list were collected from the CRM
system. Two persons took part in the calling duthmge weeks.

The amount of contacts to be called was 645, asritegia were that the contact should have a wgrldmail
address (as confirmed by the first sending of tlesgonnaire) and a direct telephone number. The
respondents were given two weeks to answer theegualthough it was possible to answer also afier t
period. When calling the 645 contacts, 31 new aiataere received from the original contacts wib rutit
want to participate. The reason for a respondesmgia new contact was mainly that the respondelhttiat

the new contact would be a better person to takeipahe survey, because his/her work duties weoee
related to the subject of the survey. Of the 64Btacts, 208 people were contacted, either dirdayly
telephone or by leaving a voice mail message priddiscribing the survey or by leaving a messaga to
secretary or similar person who answered the phbhne.number of direct contacts made was 189, wdth 1
indirect ones.

Of the contacted persons, 54 refused to take panei survey, thus making the amount of sent quesires
154. A few of these sent questionnaires were howendeliverable by email, the amount of questioresai
sent successfully was 150. The figure 150 is heganded as the eligible respondent amount sinc the
persons have agreed to participate, and only theg heceived the questionnaire. In addition to, tihisre is
no other way of assessing respondent eligibilitye Problem is the indirect contacts, who had notedyto
participate, but due to practical reasons (it isfeasible to call them again and ask them to gipgte), they
are included in the eligible amount. A total off@8ponses were received to the 150 questionn&ngs s

The problem is how to define the response ratbdtin rounds combined, since respondents were dedtat
different ways. The eligible amount of responderdsld be calculated as 780, since this is the amofin
respondents who have received the questionnagard-i780 includes the amount of contacts that walted
in the second round. According to these numbess takal response rate for the survey is (89/78@®)**0
11,4%.

Results of the survey

Descriptive analysis

The majority of the respondents are from chemiacalcg@ss industry (56/89, 62,9%). Turnover of the
respondent’s company was for the major part maxe b0 million USD (58/89, 65,2%). Roughly halftbé
respondents were European (46/89, 51,7%). Thisiwdise with the entire contact list, in which ity
under half of the contacts were European. Mosrfittuying decisions were made on the plant orlsitel
(65/89, 73,0%), while more than half of the resportd’ companies had plants or sites in more tham fi
countries (51/89, 57,3%).
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First round, questionnaire sent
to the entire original contact list

1105 contacts in 780 questionnaireq 30 responses received in
60 countries (from delivered, (325 about three weeks
Minsys CRM » undeliverable) » (3,8% response rate)
system)
Second round, telephone calls to
listed and additional contacts

645 contacts with direct telephone number and viagrKi

email address (out of the 1105 total contacts). G4te

contacts include 31 new unlisted contacts subistijut

the original ones
208 persons contacted, 54 declined to 59 responses received

(39,3% response rate).
Total amount of
responses:

30 +59 =289

participate. 150  questionnairgs
delivered successfully

Y

Figure 2: Implementation of the survey and the respnse rate

Over half of the respondents were of either miduHeipper-middle management (57/89, 64,1%). Roughly
three fourths (68/89, 79,7%) of respondents werstrfamiliar with certain two Minsys filter typesna
generally rated their technical detail knowledgéehef filter selected as good (scale 1-7, mean 4,8).

It seems that a significant amount of the respom@mpanies had had a fairly long history withnilys,
purchasing their first filter more than 10 years 46/87, 51,7%) and the last one quite recendgs(than 3
years ago, 36/84, 40,4%). The most often considited types were again those two most popular syie
filter types. The technical complexity of the maften considered filter was in more than half of tases
(46/85, 54,1%) seen as high or very high. The wagority of respondents saw the filter as importantery
important for their company’s financial result (88/ 75,3%), and almost all considered the filtepamtant or
very important for their production process (76/85,4%).

The overall uncertainty felt by the respondenta filter purchase situation was rated on a sevémtfphikert
scale. More than half (49/88, 55,7%) selected ap8oor 4, i.e. an average uncertainty. When ratirey
significance of three separate sources of uncéytaime uncertainty related to the satisfactoryfgrenance of
the filter received clearly the highest mean, 48,7

When rating the importance of customer referen@ratdteristics in reducing uncertainty in the precasd
filter characteristics category, the highest impoce was gained by operational reliability of thé&rence
customer’s filter and the lowest by better enviremtal friendliness achieved by the reference cusidoy
using the filter. In the reference relationshipegatry, the most important characteristic was rdmses from
Minsys made by the reference customer, and theilegsrtant the reference customer having actedl @bt

9
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customer for testing Minsys equipment. In the mfiee customer company characteristics, most importa
was the safety standard compliance of the referens®mer and the least important was closenesiz®bf
the reference and potential customer. However,ynedlrcustomer reference characteristics receiwddgh
importance rating. Two thirds of respondents ratedlimportance of a reference visit before purcisi
filter as very high, selecting either of the twglinést importance values.

Statistical analyses

Several of the questionnaire items were correlafethle 1 presents the statistically significantrelations
found between these variables, along with (+) ddénoting the correlation direction. Of the mageiest are

the correlations between the customer referenceactaistics and uncertainty measures, between the
background/purchase situation variables and thertainoty measures and between the background/mecha
situation variables and the customer referenceackeristic Importance of the Product. Such coriahat
slightly support the hypothesized relationshipserted in the Reference Characteristics Model.

As Table 1 shows, very few correlations were fobetiveen the customer reference characteristicghend
uncertainty measures. With increasing performammeainty and overall uncertainty, mostly procasd
filter characteristic importance rises, along witie importance of geographical closeness of the two
customers. The financial and production importaheel several correlations with customer reference
characteristics. Both were positively associateth whe importance of safety standard and environahen
legislation compliance, as well as with the impoce& of the reference customer knowing its busiraess
having experience on the filters. Other correlaidn not seem to form a pattern, although it sebatswvhen

the higher purchase decision level is reportedirttportance of environmental legislation and sagfndard
compliance as well as better environmental frieredis increases.

Cross tabulation was used for examining the raiatipp between nominal scale background variablés an
overall uncertainty, but no dependence was fountieWcomparing the uncertainty measure ratings of
different respondent groups (defined by backgrouveriables), the tests showed no difference in dacey
ratings between respondents with different backagisu

Factor analysis on the customer reference chaistatsr produced an interesting result. The fourdesc
formed were, with a few exceptions, comprised airahteristics that were a part of the customereafs
categories of the Reference Characteristics Manted, part of a category in one case. This suggbatshe
21 customer reference characteristics can be rddoc®ur factors: 1) Application similarity and@gment
benefits, 2) Expertise, reputation and credibili), Continuity, commitment and trust, 4) Similariof
reference customer and potential customer.

The factors also seem logical, as each of thenomspdsed of customer reference characteristics used
operationalizing the RC-model variables (e.g. Fa8toontains four out of five characteristics thatre used

in operationalizing the variables Continuity andn@oitment and trust). The mean importance ratings fo
each factor were computed, and based on theséjghest characteristic importance ratings are o$ehin
Factor 1 (5,26), the next highest those of Faci@,P1), followed by Factor 3 (4,40), and Fact¢849).

Regression analysis was also attempted with the @finfinding out whether the customer reference
characteristic Importance of the Product ratingdc¢te used for explaining the uncertainty measatiegs.

In this analysis, the results were disappointirsgth& factors could not predict the uncertaintings with any
certainty.

Table 1. Statistically significant correlations (p=0.05)

Uncertainty measure/purchase situation Customer reference characteristics and
variable/background variable uncertainty measures
Overall uncertainty felt Lower operating costs achieved by the reference

customer by using the filter (+)

Geographical closeness of the reference and
potential customer (+)

Performance uncertainty in the buying situation| Reference customer uses filter in similar produrctio
process as the potential customer (+)

Reference customer has achieved better process
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results with the filter (+)
Importance of filter for financial result Uncertainty on learning to operate the filter (+)

Reference customer has acted as pilot customer (+)

Reference customer shows no signs of switching
supplier (+)

Geographical closeness of the reference and
potential customer (+)

Reference customer knows its business and has
experience in using the filters (+)

Reference customer complies with safety standards
()

Reference customer complies with environmental
legislation (+)

Importance of filter for operation of the productip Reference customer shows no signs of switching
process supplier (+)

Reference customer knows its business and has
experience in using the filters (+)

Reference customer complies with safety standards
()

Reference customer complies with environmental
legislation (+)

Time since last filter purchase by the customer eRgfce customer shows no signs of switching
supplier (-)

Company turnover Uncertainty on filter performaiiep

Company internationalization level More than 10 year relationship between Minsys and

reference customer (+)
Reference customer has acted as pilot customer (-)

Respondents knowledge of filter technical detailsMore than 10 year relationship between Minsys and
reference customer (+)
Excellent operational reliability of filter achied€+)

Respondent’s work responsibility level Referencst@mer has acted as pilot customer (+)
Respondent’s company filter buying decision leydetter environmental friendliness achieved with
filter (+)
Reference customer complies with safety standards
()

Reference customer complies with environmental
legislation (+)

In sum, it can be said that all of the customeenaice characteristics that were included in theesu
guestionnaire are fairly important in reducing lts@ncertainty felt in a filter purchase situatiddased on
factor analysis and respondents’ expectations feogood reference visit (answers to open guestians),
appears that characteristics Process and EquipGtearacteristics (related to equipment performastand

out in importance. Statistical analyses other thanfactor analysis did not prove any significa@pendency
between the background of respondents or purchiasatien variables and the importance of customer
reference characteristics. However, limited evideritased on correlations suggests that equipment
performance is an important aspect in reducing tiaicey .

Theoretical implications
The focus of the study was on examining the immmeaof hypothetical good customer reference
characteristics. Based on the survey, it would appleat all customer reference characteristicshef RC-
model and the variables behind them are fairly irtgod. No characteristic could be removed fromrtioalel
based on its insignificance.

Some further implications on the RC-model can tmvdrbased on the results of the survey. Factoysisal
results suggest that the customer reference cleasiis can be represented by four factors. Tiesters

11



Abstract preview

also support the category division of the RC-mobat, small modifications could be made to the model
new category for the similarity of the reference aotential customer characteristics could be forinaesed

on Factor 4, and based on the open question anssegvice characteristics could have their owngrate If

the RC-model is changed, thought should be giverbdlancing the customer reference characteristic
categories in terms of characteristic amount (sb ¢ime category is hot much smaller than othershduld
also be considered whether some characteristiaddst@ moved to another category, based on therfact
loadings of the characteristics.

The used data from the supplier’'s current custommen® or less confirmed the hypothesized RC-madldes
could mean either that the model and its variablesso self-evident that any researcher havingtipshc
experience could construct such a model, or thatniodel has been constructed by using quite refevan
buyer-seller literature taking into account theuiegments for comprehensiveness and parsimony éwoa
model (Whetten, 1989). Generally it seems to reseas that the study’s results are not interestitigere are

no surprising or unexpected results. The resulth@fpresent study suggest that all the three ctearstics
(Process and equipment characteristics, Referemtationship characteristics, Reference customer
characteristics) are significant for an industdastomer considering a purchase of process equipmen

Therefore, we feel that the RC-model itself is ampartant result, especially taking into account Rfe-
model’s future potentiality. Due to the relativébyv response rate of the study it was not possibbktudy the
effects of the moderating variables. For the sae@son it was not possible to find differences betwe
respondents having different cultural, geographetal backgrounds.

Practical implications

Practical implications can be based on the fadtoreed in the factor analysis of the survey. Thar fiactors
divide the customer reference characteristics pads, each of which is an important aspect foroadg
customer reference in the opinion of Minsys’ custosrApplication similarity and equipment benefits are the
most important factor, followed xpertise, reputation and credibility, thenContinuity and commitment and
trust and finally, Smilarity of the reference and potential customer company. We propose some implications
for practical sales work.

Firgt, suppliers should always consider all aspects ©fnfivddel when selecting a reference site or when
communicating references to customers. They alirmp®rtant in the use of customer references. Theem
all these characteristics are capable to reductoroes's perceived risk, the more effective impdutse
customer references are assumed to have on thatipbteistomer’s behaviour. For suppliers we prepibe
use of a short check list, where each of theseackaristics is specified in a practical way.

Second, it would be extremely important to the supplieroe able to communicate the supplier’'s equipment
benefits effectively to customers. The more simita process application having important beneftts,
easier it can be to communicate those benefitgcédly in reference visits.

The respondents’ expectations from a good refereisie provided some useful information for selagti
reference visit sites (see Salminen, 2001), andbeaseen as characteristics of a good customeeneke
Such characteristics could serve as the founddbora checklist for selecting reference visit sitdée
explored characteristics are as follows: withesstagipment performance, interaction with the refeee
customer personnel, getting information on problamd daily experiences in using the equipment,saeihg
how service is working. The supplying company stduhve a list of typical equipment benefit typesl an
values (such as lowered costs) related to eachegsoapplication to evaluate how well the refereimce
question could fulfil referencing needs.

Service was related to good equipment performaasd, is vital in maintaining customers’ performanand
service should also help in maintaining relatiopshwith the reference customer through service.calus it
can be said that service benefits should be clefetyonstrated in a good customer reference, anviteser
itself should be actively utilized and developesd,itahelps in maintaining other good customer exiee
characteristics.
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Third, characteristics Expertise, reputation and crétlibof a reference customer are connected to
recommendations of the reference customer in #madesthat recommendations are probably more efecti
when made by an expert customer with a good rdpatand high credibility. Therefore, selecting refeces
should also be based on the consideration thatul®mmer should have the aforementioned qualitigitew
also being willing to give positive recommendations

Finally, when looking at the factors, similarity betwedre treference and potential customer should be
considered when utilizing references, as this d@sgieod out from other customer reference charatites in

the survey. It can be assumed that a potentiabmestwould like to see especially such referenstorners
that the customer can easily compare to its ownatioas.

Further research

When statistical analysis methods are used in gwsttelies, the amount of respondents and the respaite
are important. A fairly limited amount of respong88) and a relatively low response rate (11,4%jewe
received in the present study. This is partly du¢he fact that the survey was carried out duringraer,
which is a common vacation period, limiting thue #imount of people that can be reached duringithat

A higher response rate would make it possible to Qatter results from the survey. As the RC-moHated
the present study proved to be fairly valid, thedgtshould be replicated in the same industriest ¢east in
an industry buying process equipment.

Furthermore, the effect of moderating variablestlom importance of customer reference charactesigtic
reducing perceived risk as presented in the RC-in@ds not studied in depth in this research. Aerafit
was made to use regression analysis for that perpmg the analysis could not be used effectivath whe
limited data at hand. A new study and data witthargresponse rate would make it possible study thkso
moderating effects.

Finally, the concept of a reference visit is wartantioning here, as quite many respondents meribrzs a
response to open questions. Reference visit agroptenon has been studied from the supplier’s petisp
by Salminen (2001), and it might be worthwhile tody a reference visit topic further, but from the
customers’ perspective. Wilkinson (1995) in hisdgtemphasizes that the potential supplier and ttenpial
buyer should be aware of the significance of tlimijportant similarities/complementarities when stier
each other. We propose that these similaritiesfobementarities (i.e. skills, competencies, othéatiens and
resources) which are not immediately apparent iseigsues) could be examined fast in referendes\iiy
communicating interactively at reference sitesrttatn, 2001; Gladwell, 2005).
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