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Abstract

This paper focuses on examining how industrial Beggpbuild, manage and utilize their referencet@uner
relationship portfolios. The paper views custonaationships from the resource-based perspectigetars
insights into how a firm’'s customer relationships de leveraged as assets to build growth and ddimpe
advantage through reference utilization. We suggfest for an industrial supplier operating in besis
markets, an important marketing capability is tetegnatically build, manage and utilize the firngéference
customer relationship portfolio. Several routinesl dools for building, managing and utilizing reface
customer relationship portfolios are identifiedotngh an explorative multiple case study in thregustrial
companies. Based on the empirical findings, we @sep framework model of a reference-oriented ntizude
approach, which can be used as a tool for deveajopirsupplier's reference utilization capability.eTh
framework model provides a contribution for a mprefound understanding of the ways in which firm's
customer relationships can be utilized as strateggets.
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According to the resource-based view (RBV), custorai&ationships can be seen as an important patteof
resources and capabilities of the firm (e.g. FA®98; Hunt, 1997; Teece, Pisano and Shuen, 1997;
Srivastava, Shervani and Fahey, 1998; Srivastaataey-and Christensen, 2001). Besides revenuesnoeist
relationships can generate new technologies, madeass, and critical information for suppliers garson,
Hakansson, and Johanson, 1994; Biggeman and B2@ls5; Walter, 1999; Walter, Ritter, and Gemiinden,
2001; Webster and Frederick, 1992; Wilson, 199%) Eompanies operating in industrial markets, an
important way of leveraging customer relationsragsassets is to utilize them as references (Satnand
Moller, 2006). Especially in companies producingrhiechnology products for business customerstaete
customers are strategically important marketingstadgth implications for revenue generation, tedogy
development, business development and industrysfamd they often have a pivotal role in the inticdthn

of a new technology (Gomez-Arias and Montermosd720Thus, relationships with important reference
customers, although sometimes not necessarilytabddi in short-term financial terms, are oftentsyecally
important due to their ability to create accessdw markets (Zolkiewski and Turnbull, 2002).

Although reference customers and their utilizativawve not received much empirical investigation, the
phenomenon is highly relevant in industrial markdtarge multinational companies operating in high
technology markets, such as Siebel, J.D. EdwardsSam Microsystems have launched reference programs
that include systematic efforts to capitalize om ¢bmpany’s reference portfolio (Arnold, 2003). Besactice
suppliers, such as Rockwell automation and the faatwring firm Nidjra Groep gather data from refeze
customers and document the added value that custdmee actually received from the supplier's ofigr
(Anderson, Narus and van Rossun, 2006).

Previous research concerning customer referencegldatified several different tasks assigned teremces,
such as establishing credibility, proving the fuowality of new technology, and reducing the rigkao
potential buyer (Salminen & Moller, 2006). Also mars practices through which references are
communicated have been identified, such as refereisis, reference lists, brochures of customeesaand
the Internet (Salminen & Mdller, 2006). Additionglkthe value of the customer’s referrals (Helm, 20é&nd

the selection of the first reference customer (Go#was and Montermoso, 2007) have been studied.
However, he understanding of how industrial suppliers atgualild, manage, and utilize reference customer
relationships and how they should use them is rdthgmented and undeveloped.

Within the resource-based view of the firm, thera iheed to pay more attention to the role anditapoe of
customer relationships, and examine them as a es@frcompetitive advantage and firm growth (Zarefeadt
Zander, 2005). The RBV has largely neglected tltiomal perspective of competitiveness (Dyer aimgjis
1998; Mdller and Térrénen, 2003; Ulaga and Egdab5s), and the processes through which firms optain
develop, and leverage customer relationships asiress to create and maintain competitive advastaye

not well understood (Sirmon, Hitt and Ireland 200@jven these gaps in knowledge, we contend that
focusing on the management and utilization of exfee customer relationship portfolios offers aeresting
perspective to examining how relationships to éxgstcustomers can be used as a resource to build
competitive advantage and growth.

When regarding relationships to reference customerassets, the major question is how to use Hess
more efficiently than other companies. In line witle suggestion of Srivastava, Fahey and Christense
(2001) we aim to advance the industrial marketegparch by adopting the resource-based view tgistd
the marketing processes through which referencéomes relationships can be turned into competitive
advantage. The objective of our research is toldpweframework model of reference portfolio marraget.

We pursue this objective by addressing the follgwiesearch questions:

1. How can companies utilize their reference custoraktionships as strategic assets in their margetin
activities?

2. What specific organizational tools and routinesrafevant to build, manage, and utilize a company’s
reference customer relationship portfolios effesl?

Studies on the interaction and network approaclyesigthat the basis of enhancing a company’s nktwor
position and hence its competitive advantage Ieshe coordination and mobilization of the company’
portfolio of relationships (Turnbull et al., 1996 the existing literature on relationships andameks, the
business network of the firm is divided into distisub-portfolios, such as customer or supplieati@hship
portfolios. We define reference portfolio as cotisg of those customer relationships that the fitifizes in
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its marketing activities. Recent studies have seéshe advantages of studying exchange relatiosishithe
portfolio level (Johnson and Selnes, 2004) andptivéfolio approach enables us to examine the broaade
collective roles that a firm’s set of existing nefiace customer relationships play in its marketiatiyities.

By analyzing and comparing reference customerioglstiip portfolio practices of three industrial quamnies
our study provides new insights into how custonears be leveraged as assets by utilizing them asarafes.
The study contributes both to the resource-basad of the firm and particularly to the customerdzhgiew
of strategy and firm growth (Zander and Zander 52@¥ proposing a model of how industrial comparmi@s
leverage their customer relationships as strat@ggets by building, managing, and utilizing theference
customer relationship portfolios systematically.

Resour ce-based view of thefirm

Interest in the relationship between company groarttd firm-specific resources created the originstie
resource-based view of the firm (Penrose, 1959;néfeft, 1984; Barney, 1991). The resource-based vie
views a company’s resources and capabilities abdlses for building competitive advantage and lrga
profitability (Grant, 1991; Foss, 1999). Competti@dvantage can be gained either by having mooeimess
than the competitors and/or utilizing them bettBarfey, 1991). Sustainable competitive advantage is
achieved by employing distinct resources resistarimitation by competitors thus creating a contpeti
barrier (Mahoney and Pandian, 1992). We suggestinhmdustrial markets, where the buyer facesgh hi
perceived risk, systematic building, managementitidation of the firm’s reference customer redaship
portfolio can be seen as a capability, which cbntas to creating competitive barriers.

In the resource-based view, the term resource bas bised vaguely with varying definitions to reter
anything that can be though as a strength or waakoka given firm (Wernefelt, 1984), or as a benaff
intangible and tangible assets and capabilitieariGGrl991).However, a distinction is made between the
terms assets and capabilities. The former refetedaaccumulated resource endowments (e.g. bramtyeq
investments in the scale, and efficiency of faelitand systems) and the latter to the glue thag®rthese
assets together and enables them to be deployadtadeously. Capabilities are defined as “complexdtes

of skills and accumulated knowledge, exercised uiino organizational processes that enable firms to
coordinate activities and make use of their asq&tay, 1994, p.16)Assets are thus distinct from capabilities
as they are not activity chains or processes (Hoeteal.,, 1998). In line with this distinction, ezénce
customer relationships can be regarded as asdetgeas systematic utilization of references isma-fpecific
capability. In this paper, we focus on examining firocesses that are relevant in developing thme'sfir
capability to systematically build, manage, antiagtiits reference customer relationship portfolio.

From the resource-based view, a company’s exigtortfolio of reference customers can be viewed para

of the firm's customer-based assets (Hooley Molkerd Broderick; 1998). Customer-based assets exist
through the relationships that the firm has builthwits customers, and are often regarded as thst mo
important type of marketing assets (Hooley Molrd Broderick; 1998)n line with this view,Zander and
Zander (2005) discuss customers as a resourcauildinty growth and competitive advantage. They tdgn
four aspects of using established customers teaelsustainable competitive advantage: (1) insidess to
information about emerging customer needs; (2nd@kdion and exchange of customers’ knowledge thhou
joint problem-solving activities; (3) rapid assiatibn of new and previously unexploited skills aedources;
and (4) protection against imitation through tinoeppression diseconomies and causal ambiguity (Zande
and Zander, 2005).

The importance of established customer relatiorsship resources has been discussed also in thierralat
view of the resource-based theory (Dyer and Sih§B8). According to the relational view, a firmsdational
resources are embedded in inter-firm processesr@utthes (Dyer and Singh, 1998). The relationalwie
adopts the "pair of networks or firms" as the wfianalysis, and has mainly focused on studying tgadic
business relationships can be leveraged for knayeléchnsfer and learning purposes (Dyer & Singl9819
Lane & Lubatkin, 1998; Nahapiet & Ghoshal, 1998).

Drawing on the resource-based view, Gulati, Nohaiag Zaheer (2000) stress the importance of a girm’
network of relationships as an important sourc@ninfitable value-generating resources. Accordinghtm,
network ties are important sources of referrals éinable prospective partners to identify and ledrout each
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other’s capabilities. Relationship networks redtie=informational asymmetries and facilitate thaleation
of a potential business partner as each partnergheeter knowledge about the other's resources and
capabilities (Gulati, Nohria, and Zaheer, 2000).

According to Zander and Zander (2005) refocusingeaploring the role of customer relationships as
company resources may uncover some systematicaklylomked factors in the quest for sustainable
competitive advantage, superior performance and-lerm growth. Reference function represents the
intangible value of customer relationships (e.g.lté&/a Ritter and Gemiinden, 2001), and this intaegib
nature of reference portfolios makes them inimgahhd thus extremely valuable resources (Morgan and
Hunt, 1999.

Customer relationship asresourcesin theinteraction and network approach

The interaction and network approach presentethéyMP group (e.g. Hakansson, 1982; Moller and ils
1995; Turnbull, Ford & Cunningham, 1996; Ritter, IMifison, and Johnston 2004) views relationships as
consisting of actor bonds, resource ties, and iactlinks that bind the actors together (Hakanssmal
Snehota 1995). While the approach mainly focusetherunderlying dynamics of business relationships
networks, the authors acknowledge the connectibmdasn a firm's resources and its relationships oAtiog

to Hakansson (1987), a firm’'s relationships “ameoof the most valuable resources that a company
possesses”. Studies on the interaction and netappkoach suggest that the basis of enhancing paroyis
network position and hence its competitive advamtég in the co-ordination and mobilization of the
company’s portfolio of relationships (Turnbull, Hoand Cunningham, 1996). As Hakansson and Snehota
(1995, p. 31) state: “As relationships are valudbidges to access resources, they can also bedeshym
themselves as resources. The process required/étogea business relationship has some charaatsrtbat
make it similar to an investment process. It usualicostly, and the costs precede the future ltspefhen a
relationship is developed it becomes an assetthat be taken care of and utilized in an efficigay.”

The interaction and network approach also emphashe aspect of learning from relationships. Hakans
Havila and Pedersen (1999) suggest that the etdemlich learning takes place seems to be highted to
the existence of connections between the relatipasfihe more each single relationship is part oét@vork,

the more the company seems to learn from it (H&d@msHavila and Pedersen, 1999). Helfert and Vith
(1999) distinguish three types of benefits thatigptier can gain from a relationship with a customg¢ sales;

2) product/service development; and 3) access womarkets. Customers can contribute to the supplie
market access either actively (by giving good m&fees and proving connections to other networkrsictr
passively (through their reputation or image fumctof being associated with the supplier). Theselkiof
customers with a high reference value should be g@écial attention to (Méller and Halinen 1999).

Conceptual framework for reference customer relationship portfolio management

A conceptual framework (Figure 1) for studying refece customer relationship portfolios was devedope
the basis of the earlier research on customerenedes, and concepts derived from the resource-hased
and the interaction and network approach. The quoekframework consists of three interrelated psses:
1) building, 2) managing, and 3) utilizing the mefiece customer relationship portfolio.
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Internal utilization External utilization

Utilizing the reference customer relationship paditf

T

Managing the reference customer relationship plwtfo

Maintaining reference customer relationships

T

Building the reference customer relationship pdidfo

Developing new customer relationships
Creating value for custom

Figure 1. Conceptual framework for reference ptidfmanagement

Building the reference portfolio requires develapimew customer relationships and creating valughose
customers in order to utilize them as referenaeshé research on recommendation intentions, oelstip
quality has been found to be positively associatid a customer’s willingness to recommend andaach
reference (Huntley, 2006). A good customer relaimn is thus a prerequisite for reference utilaati
especially when the reference customer is activelglved in the referencing process (Salminen ariidlev,
2006). Consequently, maintaining the relationshifif important reference customers can be considase
being an essential task in reference portfolio rgarmant. Recent studies have stressed that wheligsitag
and managing customer relationships, companiesiditakke into account not only the direct economic
aspects, but the knowledge acquisition and relatielements involved as well (Yli-Renko and Jarekian,
2008). An essential task in building the firm'sereince portfolio is the intentional selection oyt reference
customers that have a high potential to be utilinetie firm's marketing activities.

Previous studies have shown that references cautilzeed both externally and internally (Salminenda
Mdller, 2006). Internally, references can be usgdia sales force training, better targeting afding efforts,
and evaluating the cost/pricing accuracy of bidalr{hen and Moller 2006)Through internal reference
utilization suppliers can also gain knowledge atimw their offerings deliver value to the customemsd thus
become more capable in predicting the future adadae for potential customers (Anderson, Narus, \&ard
Rossum, 2006)xternal utilization refers to the practices andtires through which references are signaled
to potential customersAnderson, Narus, and van Rossum (2006) highlightitiportance of demonstrating
to potential customers the added value that referenstomers have received from their use of thpl®r's
market offering.

M ethodology

As there is only limited prior knowledge of refecenportfolio processes in industrial companies,tiplel
case study was selected as the main research apgordhe study (Eisenhardt and Graebner 2007 1984,
Eisenhardt, 1989). The study can be considered axf@orative case study, seeking preliminary evogeof
the processes through which industrial supplierddpbunanage and utilize their reference customer
relationship portfolios.

Selecting the case companies is critical in thdijding multiple case studies. Three cases wdestsal for
the study through theoretical sampling in ordemutzover the specific organizational factors invdhia
reference portfolio management. The companies wetected according the following three criteria: 1)
industry type; 2) company size; and 3) growth tergall the case companies operate in an industrgre/
customer references have an important role dubediigh perceived risk of the potential buyer. Reddy
large companies were selected in order to idestistematic practices for managing reference pavtolll
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the case companies have high growth targets asdatispecific need to utilize references. Case coynpas

a middle-size equipment manufacturer, case com@aayelatively large project business company, Gase
company B is a large IT solution provider. Casenpgany C can be seen to represent a ‘best-practice’
company, as companies providing information teabgwlsolutions tend to have advanced practices for
managing and utilizing reference customer relatiamportfolios (Arnold, 2003). Table 1 provides aiét of

the selected cases.

Table 1. Summary of the case companies

Case details Company A Company B Company C

Main type of business Equipment manufacturer Project business company utiSolprovider

Industry Filtration equipment Process technology IT solution

Sales (1000 EUR) 160 000 1 000 000 1780 000

Employees 500 2000 16 000

Primary customers Chemical process industry, Mining and metal industry Banking and insuranceustdy,
Mining and metal industry Telecom and media industry,

Forest and energy industry

The data of the study consists of 27 personalvigers conducted with managers at the case companies
Internal documents and archival organizational de¢ae used as secondary data. The respondents were
selected by asking the contact persons in the casganies to identify possible key informants ater
discussion with the researcher about the reseab. tAll respondents were involved in tasks ralate
reference customer utilization either through satesrketing, customer relationship management,csror
corporate strategy. The interviews lasted fromtyhin seventy minutes. Table 2 provides an ovenaéthe
respondents.

The interview tapes were listened to, transcribed @ded with the help of the NVivo software in erdo
build an overall understanding of the reference agement processes in each case company. The tjualita
data was coded according to the dimensions of aheaptual framework, as well as other items fretgyen
mentioned in the interview data.

Table 2. Overview of the interviewed respondents

Gathered Interview Data

Nr Case I nterview infor mant
company
1 A) Regional Director
2 A) Manager, Application Development
3. A) Business Line Director
4. A) Area Manager, Sales
5 A) Regional Manager
6 A) Sales and Marketing Director, Service
7. B) Senior Manager, Marketing Development
8. B) Vice President, Sales Hydrometallurgical PlantseBsletals
9. B) Vice President, Process Equipment and Automation
10. B) Vice President, Sales, Smelters, Base Metals
11. B) Vice President, Ferroalloys, Base Metals
12. B) Vice President, Technologies, Base Metals
13. B) Vice President, Hydro Copper Sales, Base Metals
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14. B) Vice President, Sales and Marketing, Minerals Pssiog
15. O Head of Marketing and Communications, Digital Inatens
16. C) Communications Manager

17. C) Manager, Marketing Communications

18. O Head of Sales Development

19. O Vice President, Communications

200 O Sales Director

21. O Vice President, Strategic Sales

22. 0O Program Manager, Strategic Customer Operations
23. 0 Key Account Manager

24. Q) Key Account Director

25. 0O) Marketing Manager

26. Q) Director, Digital Media

27. Q) Business Development Manager

Case companies

Case company A supplies solid/liquid separation equipment andtesl services to the mining and metals
industry and chemical process industry. In additorthe equipment, the company offers a comprefiensi
range of services, including technical support, enoization and upgrade services, as well as spatevaar
parts service. The company employs an average @fef@ployees. The main customer segments of the
company are the mining and metallurgical industrgl ¢he chemical process industry. A recent acdgousit
has nearly doubled the net sales of the companyvadehed the product portfolio. The sales procakeg an
average of 18 months from the first contact with tistomer to closing the deal. The typical lifesfia the
case company’s equipment after having been indtalbetween 15 and 25 years.

Case company B provides process technologies for mining and reétalustries worldwide. The technologies
offered by the company cover the whole chain otgssing ores into pure metal$ie company’s solutions
range from single equipment deliveries to manufagulines and entire turnkey process plaritse
company has a wide range of customers within theand steel, aluminum and non-ferrous metals tnégs

as well as in industrial minerals and other progedsstries. The company operates through threisions
and has approximately 2000 employees all over thidwThe entry of a new actor into the market is fairly
difficult in the case company’s industry, since y@o technologies and references are prerequisites f
success. The company has a well established mawkéton, but the significance of references remdiigh.

As the customer base of the company has been gwidgr consolidation and is thus rather limited, the
company strives to be a long-term partner for iistamers. As a result, the company provides sesvice
including auditing and expert services, through clhihe condition of the customers’ processes and
maintenance practices are evaluated and guidarmmrevaled to their operations personnel. Additibnahe
company seeks growth from new application areahjeasompany’s existing technologies and know-haw c
be applied to new customer industries.

Case company C produces different kinds of information technologplutions to corporations and
governmental institutions. The company has 11 itrgusxpertise areas that include e.g. banking and
insurance, telecom and media, as well as foresteamrdgy industry. The offerings of the company tidel
consulting, developing and hosting services for ¢hstomers' digital businesses. Since its foundatioe
company has gained substantial growth by acqusaéwgral IT service companies and outsourced I'Bunit

Findings

The analysis reveals that the selected case coswailtilize customer references in several ways,thad
companies employ various tools and routines foldimg, managing, and utilizing their reference onsér
relationship portfolios.Table 3 summarizes the identified case compangispdools and routines. The
different routines and tools for reference portfatianagement are discussed in more detail below.
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Table 3. Case company-specific tools and routingsference customer relationship portfolio managgm

Case company A Case company B Case company C
BUILDING THE REFERENCE CUSTOMER RELATIONSHIP PORTFOLIO
 Price reduction « Extra guarantees  Price reduction
 Piloting new solutions with ¢ Extra services and support « Risk sharing approaches
existing customers « Joint R&D activities with (e.g. committing to certain
potential custome transaction volume)
MANAGING THE REFERENCE CUSTOMER RELATIONSHIP PORTFOLIO
Maintaining ¢ Global customer  Life cycle partnership models Strategic customer
Relationships relationship management (company level) operations (company level)
with program (company level) « Key account programs (in + Operative service
Reference » Specific customer club (in certain business units) management team (busini
Customers one business unit) » Regular conferences and unit level)

workshops for existing
customers (in certain units)

o + Confidential vs. public + Confidential vs. public + Confidential vs. public
Categorizing references references references
references » Market area-specific » Technology-specific * Market area / customer
references references industry-specific references
» Product/service references » Service-specific references
, e CRM system with » Business unit-specific e Dynamic company-wide
Managing reference-related information systems reference portal (database,
Reference information material bank and
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Information * Regular customer information system)
satisfaction surveys » Customer information
* Monitoring problem system
installations at management » Separate reference material
group level bank (in one business unit)
UTILIZING THE REFERENCE CUSTOMER RELATIONSHIP PORTFOLIO
External » Reference visits « Reference visits » Reference visits
Utilization + Reference lists + Press releases * Press releases
* Press releases « "Success stories" on Web site "Top stories" and "Gstomel
» "Service stories" on » Customer interviews and cases" on company Web site
company Web site "success stories" in customer
magazine
Inter na! « Evaluating equipment + Finding solutions for other
Utilization capacity for new customers ¢ Lessons learned from customer industries

reference projects

Building the reference customer relationship portfolio

All the case companies have a long experienceamm twn field and a well established market positio
their customer base. However, when entering a rgphication or market area, the need to build aresfee
portfolio was considered critical. It was reportidgit especially acquiring the first reference irceatain
technology/market area is challenging and requarepecific approach for customer acquisition. Ildeorto
win the first customer in a new technology/marketaa the case companies tend to make certain didagta
such as extra guarantees, price reductions, egtraces and specific customer support. Building filnst
references in an area of a new technological swiutypically includes joint research and developmen
activities in cooperation with the customer. Thesge considered as indispensainleestments in order to
build the reference portfolio. The representatieéase companies B and C stated the following &abou
building the reference portfolio:

If you don’t have references, then it is diffictdt get the first one. It requires a different kioidan approach and also some
financial sacrifices. You can not get the crossgimar that you need from the first project. When ymter a market with a
new technology or a new concept, the first custoism@nt a gold mine. But it is a strategic decisfonus to enter the new
market, we make the investments, we want the néaverece, and we are ready to pay for it.

A good reference can be extremely valuable beciilseangs us new customer relationships. Sometimesnake a delivery
which is unprofitable in financial terms, but frahrat we get a good reference which has value iriutuee. This can happen
in the case of entering a new market, for exampleome cases we may give significant discountsdier to get access into a
certain new market area.

Currently, case company B is in the final phasen@fotiating a contract with a potential first reigce
customer for a new innovative hydrometallurgicalgass solution for producing high-quality coppeedily
from sulfide copper concentrate. The company haseaigto consult the reference customer in marketimgy
selling the end product in order to secure thereeiee. The established reputation and the exiséfegence
portfolio from other technology or market areas barutilized when building a reference portfolioamew
market or technology area. A representative in caggpany A stated:

We use references more as a generic proof. We tiyaiw similarities between the customer’s induatrg the industry where
we have references. And also because we're retpasiw equipment which has no references in anysinguit becomes a
double barrier. And what we try to show there, s tny to show that we have a very strong referdrase, so we have
industrial experience. We also try to show thatanee successful in releasing new products, so thatam say, these customers
bought prototypes or new products and they're hafys/'re experienced at making new products andcgusee it in these
other successful introductions. So that's how wedrtie our existing reference to new areas whexelon't have reference.

The quotation above illustrates that when targetiegy market/technology areas without existing exfees
from that area, the credibility built through refaces in other market/technology areas is imporiant
convincing the potential customers.

Managing the reference customer relationship portfolio

Despite the strategic importance of referenceshim tase companies’ business, the management and
utilization of reference portfolios tends to beomhal and unplanned rather than systematic. Informa
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cooperation and information sharing across businegs were constantly emerging themes in the weers.
Case company A has some reference-related infamati its CRM-system, but the system is not used
widely for reference portfolio management and zdilion purposes. Case company B has several differe
information systems which include reference-relatédrmation, and each business unit has its owgrenar
less systematic tool for managing reference-relatftmation. Case company C has made an effariake
reference portfolio management more systematichasdecently implemented a reference databasehgic
intended to be used in every business unit as laf@oananaging information of all references wittime
whole company. Although the development projectifgproving reference information management irecas
company C has top management support and commitingsiementing the system has been slow and after
two years since its launch, it is still not usedalh business units. Representatives of all casepanies
reported that, to a large extent, reference-relatiedmation is stored in separate information eys, project
files, distinct reference lists, and most imporanin people’s minds. Regional manager of casepzomy A
described the situation in the following way:

| think that all sales managers inside our comgarmw that using references is a strategic tool.rfEtiene somebody looks
for a reference in a specific application becawséds a project with the same application, if hesdwot know, if he does not
find it in our references, he asks key people mgltk organization to get this kind of informatiddnd then once he has
identified one potential reference, which couldvimted for example, then he can approach our serguys taking care of
this specific machine and say “hey, how is it goisgt a good reference, does it accept refereisis?”.

To be honest, as we don't have a centralized systemaintenance for managing reference informati@omes to the point
that when you need references, you have to chase tlee information and try to find out if theredemeone who knows
about that customer or that reference, and whgbisg on there at the moment. It is a little likdha@nd-to-mouth process.
Unfortunately with the current workload, we aretjusing references, but not having a real systeinmnbdethat. Unfortunately
not. | think that there is definitely room for inguement. But this is something that we have to detteer with two units so
we both have to have our noses in the same diredfitherwise this is not working.

As the quotation above illustrates, managing aflting references more systematically was congdeas

an important, yet challenging, development aregllinase companies. Some of the informants merdidimest
reference management and utilization tasks shaldduded and specified in the sales process igésas.
Securing the reference by agreeing about the ptybhspect of the reference with the customer wthen
sales deal is closed, and collecting the relevafierence information were mentioned as tasks wsinduld

be included in the sales process description teentiad reference management more systematic. Acgptadi
some informants, collecting and up-dating referénf@rmation should be linked to the overall orgational
reward and measurement systems and quality praceddere systematic management of reference
information was considered important especiallpider to ease the utilization of references acbossness
units. A representative of the case company Cdstate

The information is somewhere in the organizatiod ameryone needs it, but nobody is willing to de thork of making it
available for everyone. In the end of the salesgss it should be clearly stated how this particalestomer relationship can
be used as a reference, internally or externallythat point, it should be agreed how the referea@etually formed and how
we are going to maintain it.

Monitoring reference customer relationships andectihg information about the benefits and resthitt the
customer has gained through the solution were deresil important tasks in reference portfolio mansgd.
According to the informants, measurable quantifiehefits that the customer has received are highly
valuable in order to utilize the reference, but aften difficult to monitor. Customers may be soimeis
reluctant to provide the information, in order tgect their competitive advantage. A representaitivcase
company A stated:

Those benefits become much more difficult to qugntiecause they start to become commercial messanel our customers
are very reluctant to give us that information stmes. Or to have that information shared. Theyquite open to share
information on the process, in areas where theytd@mve a competitive advantage. But if we startail about their cost
base, then that's difficult. They are quite relutto release that information. And that's where grimary benefits of our
solutions are.

In all case companies references were categoriatd gublic and classified, according to whether the
customer had agreed to act as a reference. Peftiences can be used for external utilizatioménform of
press releases, reference visits etc. Classifieterces were considered to have reference valueels
because they are used internally for organizatiteahing purposes. The level of confidentialityh caary,
and in some cases even confidential referencehaam value in external utilization, as a repregamtan
case company A stated:
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Sometimes we might say that the application isidential or everything is confidential. So it mighe that we can say to the
world that customer A has our equipment. We caaytthat customer A is using our equipment to ds, thind that you can go
and see it. But it still has a certain level of walbecause we can still say that that customeoasquipment. Or sometimes,
I've seen some of the salesmen have even usedttiiglentiality to their advantage. He can say yeshave ten references,
but they're confidential. So that can build creliipiwith somebody else who's interested in havingonfidential application.
He can trust that we’re not going to tell his cotitpes about what's happening. So | can see than eonfidential references
are good references.

As a result of heavy consolidation, the markettfar case companies in certain customer segmehighiky
networked and the customers know each other wed.clistomers interact with each other in confereacel
other industry events, and information about refees spreads fast. Understanding the effect of ppashtive
and negative references was therefore considesettés in the case companies.

Our customers also have relationships. Very oftendustomer wants to know something about (owgregfces), as soon as |
tell him who has a piece of equipment, he knowsetmdy who knows somebody and can contact thoseleedth or
without our assistance.

The number of customers in our market is so limiteat if we screw up a project, then everyone mrtiarket knows it. It is
somehow so tightly connected. They visit each otfhemselves if we won’t organize visits.

Active references are the best marketing instrurtfeitwe have. They are talking to each other, #reytalking in congresses
and symposiums with other customers, and theyhare of course spreading good news. Also unfortiynttey are spreading
bad news, which is of course the worst thing yaultave, but | think that this understanding ishie tompany but it might be
maintained a little bit more.

Developing and maintaining good relationships wéference customers were considered important fasks
reference portfolio management, especially in theeof active reference customers, namely thoseerefe
customers who frequently host reference visits gind testimonials. Regular contact with the custoate
multiple organizational levels was considered essidoy all informants. A representative of casenpany A
stated:

If you don't have a good relationship with the cusér to whom you sold some equipment, if you forgmir customer for
more than six months, not a phone call, no contaathing. When you knock on the door “ok, may | eoamd visit”, it does
not work.

Maintaining the relationship with reference custesneas considered mainly the responsibility of siaées
organization. In case companies A and B, the sermrganization also has an important role in maiirig
the relationship with the reference customer, &akies over the responsibility of the equipmentnteiance
after the delivery.

The sales organization is the one that utilizesregfces externally. In order to make it propetig sales should take the
responsibility of collecting the reference inforinat when the sales case is closed, and then th&serould monitor and
maintain the reference equipment during its lifeley

Sales and marketing is the obvious thing. It'saialy a significant input for research and for proddevelopment. We can
see where things are working well, we can tie thathat products and features we have in that caseie can then transfer
that to improvements. So | see it has a link teaesh and product development. Pretty much it'sl tarisolate just being a
sales and marketing tool. There is no such thing.

In all case companies, there were certain custawlationships that were considered as key refesence
Typically, these were mentioned as being large iamabrtant customers, with whom the company has a
strategic partnership-type relationship. Additidpat was mentioned that the customer has to laseurces
and commitment to maintain the delivered solutemwell as interest in acting as a reference. Quresely,

not every large and otherwise important customes ezasidered as a key reference. Some of the iaftuisn
mentioned that the key reference does not nechshane to be a large-scale installation, alsorezfees in

an area of a new technological innovation, so dallereakthrough-systems’, were considered as key
references.

All the case companies have developed certain droes of operating with important customers. Case
company A has a global customer relationship mamage program including 20 important customers adoun
the world, as well as a specific club for custon@fra certain business unit. Case company B hagted@

life cycle partnership model for operating with @¢astomers, which includes delivering different kiof
services during the installation life-cycle. Thermership model has also a role in maintainingctirapany’s
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reference portfolio, as it enables keeping frequentact with the customers and monitoring theaifegion
performance. Case company C has adopted a spep#iational model which is used in all key customer
relationships. It includes contacts with the custbmrganization at operational, tactical and sgiatéevels
and a specific operative service management —teamaich key customer. The team consists of theest
manager, customer service manager, and change aranalgo monitor the changes in the delivery pracess

The informants reported that sometimes acting asference and hosting reference visits may become a
burden for the reference customer. Therefore ésgential to make sure that the reference custmneives
benefits from acting as a reference. Joint researah development activities with important refeeenc
customers were mentioned as a good starting poirprbviding mutual benefits and building a coofigea
relationship with the reference customer. Develapnaetivities with reference customers were conside
important also because they maintain the referenetationship and prevent the reference installation
becoming outdated. The following statement is feonepresentative in case company B:

Actually, in our corporate strategy we have beensaering of conducting development activities wahr reference
customers, so that the delivered technology coalddveloped further.

With important key reference customers, also theliement of top management in keeping contacth wit
key reference customer was mentioned as an impddetor. A representative of case company A stéted
following:

Also our top management has shown gratitude towideseference customer. The customer is visitet qufiten and senior
managers visit there to monitor the situation aeepkup a dialogue with them. Perhaps it is one ef@pnowing that they are
an important reference for us.

Challenges in managing the reference portfolio weagnly related to collecting and maintaining refece-
related information. Responsibilities of collectiagd maintaining reference information were ofteclear
and motivating people to update reference inforomativas found challenging. Also conflicts of intdres
between different business units were mentionazhasing difficulties in reference portfolio managam

Collecting and maintaining information are the bigfgehallenges. Using the information is easy aratydody would like to
use the information if it is available. Creatingyatem in which data would be collected and storgdraatically, or that the
maintenance would be automatic, and so, that yalddind specific information with certain criteri#t would have to be
detailed enough. Maintaining and making that kihdystem easy to use are the biggest challenges.

Utilizing reference customer relationships

External utilization

Utilizing references externally by demonstratingrthto potential customers was considered as a rgbr
for sales and marketing in all the case compaifieugh external reference utilization, the casmmanies
can demonstrate their capability and technologieaformance, and concretize the value of theirtemiuor
a potential customer.

In sales and marketing we use customer relatioashdpreferences when we are communicating to pateastomers what
we have previously done, what we have been capdblehat is our performance. References provideKimd of objective
comparison base through which the customer camateahow appropriate our technology is for them.

I think that the role of references is even growafighe time. Through references we can demorstratat we have done and
concretize the realized benefits, it is not jusiwggh that the customer has been satisfied.

In case company C, the technological complexitthefcompany's solutions further increases the itapoe
of reference cases. Customer case descriptiontharenly way to demonstrate the complex solutiom$ a
their actual business impacts to managers withihcariside the case company.

In external reference portfolio utilization, sabesd marketing was reported to have the key rolespeople
utilize references in the form of reference visital customer calls. In cooperation with salesnlaeketing
communication unit produces material for externeflerence utilization in the form of reference ljists
customer cases, success stories and press releases.
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Internal utilization

According to the respondents, the internal utii@abf reference customers was considered to least as
important as external utilization. In the caseldf filtration equipment provider (case company i&ference
information about previous deliveries was used tmbwhen evaluating the needed equipment capéaity
potential new customer. Representatives of casgaoynB reported that when targeting a new potential
customer, the company systematically selects dait@s similar as possible) projects among itsregiee
portfolio and uses documentation of these projasta schema in offering formulation for a new ptiéén
customer. At the following stages of the sellingpbqass, the selected reference projects are used for
specification definition and material purchasing the new customer. This was considered as a major
competitive advantage compared to competitors maclguitable references. The vice president of one
business unit in the technology provider compaatest

When we start a new project we name certain reéergmojects for it, meaning those kinds of previpusjects that have
similar solutions. Then we look for the documermtiatof these projects and utilize it. So we don¥ého start from scratch,
but we take it as a template and only adapt anthfise points that need to be fixed. | consides #% a major competitive
advantage, because it reduces the working hourpléoming and we have ready made specificationsdha be used for
materials purchasing.

In internal utilization, references were considarmagdortant for learning and training purposes all. Wecase
company B, reference sites were systematically fmettaining new employees. In this company, stass
learned’ from reference projects were systemagicaiblyzed and documented, and in some casessaraf
why a specific project was won were conducted. Casepany C is organized in business units accoriding
its customer segments, but the goal of the comjmty/ adapt its solutions across customer segmBUEs to
the large global organization, a reference datakbase considered important in finding delivered tohs
that could be applied for other customer segmestgedl.

Framework for thereference-oriented marketing approach

The findings of our study show that the managemamd utilization of a firm's reference customer
relationship portfolio is not merely a tool for, thre responsibility of, marketing and sales. Indtdtis a
complex cross-departmental set of organizationatgsses and routines designed to leverage exiatidg
previous customer relationships as assets to azlgeswth and competitive advantage through referenc
utilization. Table 4 summarizes the essential tasks and regjidies of different organizational functions in
the reference portfolio management process.

Table 4. Tasks and responsibilities of differemtdiions in reference portfolio management
Building the reference

Managing thereference Utilizing thereference

portfolio portfolio portfolio
Sales » Targeting potential new < Collecting reference » Communicating
organization customers information references to potential
* Maintaining relationships customers

with reference customers

Project e Securing a good e Maintaining relationships ¢ Utilizing references for

management reference through with reference customers training and new project
and /or successful delivery  Maintaining reference launch
Servic_e _ equipment
organization » Monitoring customer

satisfaction

» Up-dating ref. information

Marketing * Producing material for
communication external utilization
Researchand « Joint R&D activities » Updating reference  Utilizing reference

development with potential

customers

installations through joint
development activities with
key reference customers

internally for developing
new solutions/
technologies
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Based on the findings of the explorative case stugypropose an extended framework model for ratere
customer relationship portfolio management (Fig@)e The framework consists of three interrelated
processes: 1) building, 2) managing, and 3) utifizihe reference customer relationship portfolithéugh
we separate these processes analytically, we rezeogimat many of the features we describe areaat, f
highly interrelated and non-straightforward in rkfa!.

It is proposed that by building, managing, andizitiy their reference customer relationship poiti®l
systematically, industrial suppliers can incredssrtcompetitiveness. Systematic building of thienence
customer relationship portfolio includes selecttagget reference customers, developing relatiosshigph
them, creating value for them, and securing anduheniting the references. Reference customer portfol
management includes the processes of collectindatiqy and analyzing reference information, moimipr
customer satisfaction and reference relationshietifying key references and maintaining relastaops
with them. Internal utilization of the referencestamer relationship portfolio includes using exigti
documentation made to reference customers, trainévg employees by utilizing references, and legrnin
from deliveries/projects made to reference custsmniexternal utilization includes demonstrating cetepce,
partnership ability and added value by communigataferences to existing and potential customedstan
other stakeholders.

Internal utilization External utilization
Learning from reference projects Demonstrating competence,
Training new employees partnership ability, and added
Using existing documentation value through references

Utilizing the reference customer relationship portfolio

T

Managing the reference customer relationship portfolio

Maintaining reference customer relationships,
Identifying key references
Monitoring customer satisfaction and referenceti@iships
Collecting, updating and analyzing reference infation

T

Building the reference customer relationship portfolio

Documenting references
Securing references
Creating value for customers
Developing new customer relationships
Selecting target reference customers

REFERENCE-ORIENTED MARKETING APPROACH

Figure 2. Reference-oriented marketing approach
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Conclusions

Our objective was to identify therganizational tools and routines that are relevanuild, manage, and
utilize a company’s reference customer relationglogifolio effectively.First of all, the three main processes
constituting the suggested framework for the refeeeoriented marketing approach were examined.
Secondly, ar findings showed that the building, managemend, atilization of a firm's reference customer
relationship portfolio is not merely a tool for, tive responsibility of, marketing and sales. Indfetiis a
complex cross-departmental set of organizationatgsses and routines designed to leverage exiatidg
previous customer relationships as resources td lpubwth and competitive advantage through refegen
utilization. Based on our empirical findingseveuggest that for an industrial supplier operaitngusiness
markets, an important marketing capability is tetegnatically build, manage and utilize the firngégerence
customer relationship portfolio in its marketingdiaities.

Finally, despite of the strategic importance oérefces in the case companies’ business, the nraragand
utilization of reference customer relationship fmibs seemed to be rather informal and unplanneallithe
case companies. Systematic utilization and manageafeustomer reference relationship portfoliouiees
coordination and commitment from the top managemsystematic cross-functional communication, a
suitabletechnological solution, and most importantly, @ity capability to the manage relationships with the
key reference customers. It also requires alignibetween those organizational functions that makeses

to customer and those which deliver the promisesyr{€ et al. 2008). The importance of measuring the
delivered value to customers has been increasisiggssed in recent marketing research (Anderson and
Narus, 2006; Payne et al., 2008). It has also begrhasized that the marketing messages shouldseed ba

a clear articulation of the supplier's value prapms (Payne et al., 2008). Our empirical findirgsow that
the reference customer relationship portfolio isiraportant asset for demonstrating the deliverestauer
value and forms a basis for developing credibleegropositions.

Theoretical implications

From the theoretical perspective, the proposederte-oriented marketing approach represents aineso
oriented view to manage and utilize customer retethips. Whereas traditional CRM programs and
relationship marketing efforts focus mainly on omsér retention, theeference-oriented marketing offers an
approach where existing customers are in the centsepplier's marketing activities when targetg@wth
and competitive advantage.

Hooley et al (1998) have suggested that the keketiag capabilities of a firm are (strategic) margensing,
targeting, and positioning capabilities and (fumictil) customer relationship management, customezsac
product management, and new product developmerabddies. Additional (operational) capability ibe
ability to implement marketing activities. We praggothat for an industrial supplier operating inibess
markets, an important additional marketing capgbidi to systematically build, manage and utilize firm's
reference portfolio in its marketing activities.sBgmatic reference portfolio utilization helps wilding other
marketing capabilities at strategic, functional asgkrational level, especially market sensing, aust
access, new product development and implementesipabilities.

Managerial implications

From the managerial perspective, the results peomdnagers with a framework and tools for manatieg
process of reference portfolio utilization. The gpweed model of the reference-oriented marketingasuh
offers industrial suppliers an important meansifiereasing their competitiveness. The identifiedcpsses
provide a framework that managers can apply inddaelopment of systematic and efficient procedfwes
managing and utilizing reference customer relatignportfolios.

Based on our findings we suggest that companiesatpg in markets where references are important fo
winning future business should treat their portfadf customer relationships not just as sourceewénue,
but valuable marketing assets that can be leveragtdinternally and externally. By adopting a refee-
oriented marketing approach, which includes systemauilding, managing, and utilization of the fign
reference customer relationship portfolio, ind@dtsuppliers can increase their reference utiliratiapability
and competitiveness.
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Limitations and further research

The study involved three industrial companies ojregan the fields of process- and information teclogy.
Without additional research the findings can nogbeeralized into other situations than those inyated in
this study. Thus, there are avenues for futureareberelated to reference customer relationshigstheir
utilization that could be explored through subsedeenpirical data collection and alternative metilodical
approaches.
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