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ABSTRACT

The purpose of the research was to investigate how small and medium-sized civil engineering companies in of South-West Finland organise their marketing.

When the literature review was conducted, only few specific references were found on marketing theories of SME civil engineering companies. Therefore models of marketing have been modified from other related industries, geographical zones and countries, when they were thought to be relevant. As a source material, especially theories from building construction sector were used, as well as many journal articles and researches from international journals.

The chosen method for this research was the qualitative research method. Personal interviews were used as survey technique. There were 15 sample interviews and the respondents were chosen by non-probability sampling. This is an exploratory study that uses a small sample with possible geographic biases. This research aspires to social constructionism, where the task is to appreciate what happens in the real world. The whole research was started in September 2003 with literature review writing. The research process continued until the end of March 2004. Results were analysed by matrix analyses and also by the researcher’s interpretations of the gathered data. However, the data is in line with findings from other studies and theories. Finally, conclusions and future research plans are presented.

Evidence from the investigated literature and empirical findings of this research support the view that price, past completed work, delivery reliability, personal contact relationships, partnering, networking and word of mouth communication are seen as crucial issues in civil engineering marketing.

SME civil engineering companies are recommended to further develop their relationship marketing and partnering among the industry. There also seems to be a need to investigate more widely the SME civil engineering marketing in Finland.

1 INTRODUCTION

1.1 Definitions and Limitations

This particular dissertation is written on the basis of the definitions and limitations introduced in the following chapters (Chapters 1.1.1 – 1.1.4). 

1.1.1 Marketing

´Marketing is a societal process by which individuals and groups obtain what they need and want through creating and freely exchanging products and services of value with others` (Kotler, 2000, p. 8).

´Marketing is the management process responsible for identifying, anticipating and satisfying customer requirements profitably` (United Kingdom Chartered Institute of Marketing (CIM), 2003).

´Marketing is the creation and adaptation of products and services to provide greater utility of value to customers than do competing products and services. Marketing involves selection of potential customers (target markets) and management of the marketing mix (product, price, place and promotion)` (Gross et al, 1993, p. 5).

All these definitions make a good attempt at capturing concisely what is actually a wide and complex subject. However, entrepreneurs and small-business owners interpret marketing in ways that do not conform to standard textbook theory and practice (Stokes, 1998). They tend to be “innovation–oriented” rather than customer oriented. They target markets through “bottom-up” self selection and recommendations of customers. They do not conduct “top-down” marketing approach: segmentation, targeting and positioning (Stokes, 1998). 

Small and Medium Sized Enterprises (SMEs) do not do formal marketing research but rely more on informal networking. Entrepreneurs and owner managers of small business often define marketing as selling and promoting only (Stokes, 1998). They rely heavily on word of mouth recommendations and believe that they do not do marketing at all.

1.1.2 Civil Engineering

In Finland, the large construction industry is divided into two sectors: building construction and civil engineering (Figure 1). Civil engineering takes care of the infrastructure where we live in. The infrastructure consists of planning, implementation, material production, maintenance and serviceable of usage of lines (60 %, roads, streets, railways, waterways, airports), networks (30 %, water supply and sewerage, telecommunication, gas, heating channels and electricity) and other environment structures (10 %). Civil engineering produces and maintains the infrastructure of the country and creates the conditions for the society and for the economic life (SML, 2004). 

Figure 1. Gross Value of Finnish Construction Industry in 2002.


[image: image1]
Source: RT, 2004

In Finland, the gross value of the construction industry was € 19,3 billion in 2002. Of this sum civil engineering accounted for 3,7 billion (19 %) (RT, 2004). Civil engineering grew by 2,8 % during the year 2002 and is expected to grow at an annual rate of 3 % between 2003 and 2004. According to SML (2004), civil engineering infrastructures are an important part of Finnish national property (15 %, € 70 billion). The civil engineering branch is also a significant domestic employer. The most important customers in the sector are the government and municipalities. Other typical customers are the industries, building companies and private consumers.

Finland´s national Standard Industrial Classification TOL 2002 (Statistics Finland, 2004) categorises enterprises, other organisations and individual enterprises into industry groups according to their principal activity. This classification is based on the European Union’s classification of economic activities, NACE 2002. Construction is one of the main industry groups in TOL 2002 hierarchy and it is identified with an alphabetical code “F, 45”. It is further divided into several sub-classes. In this dissertation, civil engineering consists of the following TOL 2002 sub-classes:

i) 451, site preparation

ii) 452, building of a complete construction or parts thereof; civil engineering

iii) 455, renting of a construction or demolition equipment with an operator

Typical business in the Finnish civil engineering sector is “micro” business. About half of all the entrepreneurs are machine drivers (excavators, caterpillars, lorries). In addition, they usually own the machines themselves (SML, 2004). 

Civil engineering is a sector dominated by small firms with extended and complex supply chains. This complex and fluctuating environment has an affect to marketing. Below the ultimate purchaser of the end product, the sector is a self-contained market. The buying and selling chain stretches down through developers, architects, consultants, main contractors, sub-contractors, earth movers, pileworks and material and equipment suppliers. These relationships are assumed to from the base of this dissertation. This is investigated in depth in Chapter 2.4.

1.1.3 Small and Medium-sized Enterprises 

Defining the SME is not an easy matter. Many definitions have been used in academic texts. The Bolton Report (1971) recognised that the size of the company should be interpreted flexibly according to industrial sector and other market environment factors. The measure of size could be e.g. employees, turnover or market share (Heather, 2001). In general, the small business sector is undoubtedly diverse and difficult to categorise. 

However, according to The European Commission (2003a) and the National Technology Agency of Finland (2003), the SME is defined as an enterprise that employs fewer than 250 persons and has an annual turnover and/or annual balance sheet total that does not exceed € 43 million. Partner enterprises hold 25 % or less of the capital or voting rights of the small enterprise. Enterprise categories are shown in Table 1.

Table 1. Categorization of enterprises according to the National Technology Agency of Finland.

	Enterprise category
	Headcount
	Turnover
	or
	Balance sheet total

	medium-sized
	< 250
	</=  € 50 million
	 
	</= € 43 million

	small
	< 50
	</=  € 10 million
	 
	</= € 10 million

	micro
	< 10
	</=  € 2 million
	 
	</= € 2 million

	Source: National Technology Agency of Finland (2003)
	 
	


In the civil engineering sector of South-West Finland, the small enterprise category represents 7 % of all companies, the rest of the companies belonging to micro category (93 %). There are no medium-sized companies located in the area, but there are some larger companies that operate in the national level. The small category represents 41 % (micro 59 %) of the entire work force and 52 % (micro 48 %) of the turnover in the area of South-West Finland (SML, 2004). 

The emphasis of the interviewed companies mentioned in this dissertation is in small category companies because of their leading role and because the coverage of the industry production and employment that they represent. Micro category companies are also interviewed. Most of the small sized companies are over ten years old and their growth thus far has been stable (SML, 2004). This means that they have conducted their business appropriately and it is interesting to study how this is done. A more detailed list of the investigated companies is shown in Appendix 1.

1.1.4 The area of South-West Finland 

This dissertation covers the geographical area of South-West Finland (Figure 2). It is the same area that The Central Association of Earth Moving Contractors in Finland (SML, 2003) has defined. Typical characteristics for this area are high competition and a large number of small civil engineering companies compared to other SML areas. There are a lot of civil engineering companies in South-West Finland because of the clay soil. The clay soil needs more civil engineering than boulder clay. This has created a market for the civil engineering sector and also brought intensive competition to the area. The area of South-West Finland was chosen because of the author’s personal knowledge of the civil engineering in the area and the possibility to do research interviews personally.

Figure 2. The area of South-West Finland.
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1.2  Business Environment of the Small Civil Engineering Enterprises 

This section attempts to clarify how the SME of civil engineering is influenced by environmental factors. It gives background information to the business environment and also helps readers to understand the nature of the business in SMEs as well  as their marketing practices. 

Micro, small and medium-sized enterprises (SME) are socially and economically important, as they represent 99 % of all enterprises within the European Union (EU) and provide approximately 65 million jobs and are an essential source for entrepreneurial spirit and innovation (The European Commission, 2003b). The estimated construction investment (2002) of EU was € 902 billions, which was 9,9 % of the GDP and 49,6 % of the Gross fixed Capital Formation (ECIF, 2004). The construction industry includes 2,3 million enterprises, which is 7 % of Europe’s work force, and 28,1 % of total industrial employment. Construction industry is the biggest industrial employer in Europe (The European Commission, 2003b) and in Finland it is among the three most important sectors (TT, 2003). 

All civil engineering companies - and other organisations as well - operate in a larger macro environment where external forces create opportunities and pose threats to them. The elements of the external macro environmental influences which might affect organisations can be divided into four main groups: political, economic, social, technological (Johnson and Scholes, 2002). In the following, this so called PEST analysis is applied to civil engineering industry in South-West Finland.

Political environment

The political climate in South-West Finland has been very stable during the past decades and Finland in general is one of the least corrupted countries in the world (Transparency International, 2003). This improves competition and takes markets closer to pure competition. Environmental concerns have risen during the past two decades and people are more aware of ecological issues and demand more environmentally responsible products. This means change of attitude in the civil engineering industry in general. Shortage of raw material, increased energy costs and pollution affect the method of work, the selection of the earth moving machines, building regulations etc. Typically, only large industrial companies have had an environmental policy and waste policy (Kautto and Melanen, 2004), as small companies have scarce resources to do that. This might restrict competition in some big government tenders. 

It might be argued that SME civil engineering companies have problems observing the law, because it is made too complicated for them. For example, value added tax (VAT) and accountability have caused problems. Legislation protects companies from each other and protects clients from unfair business practises. Because SMEs lack human resources, they often can not afford professional law services (Gilmore, 2001). The government of Finland has promised to facilitate the legislation for SMEs in order to increase their competitiveness during the next four years. This has more impact on micro enterprises than small enterprises and tightens the competition among the small enterprises. On the other hand, this increases the number of jobs and helps small companies to grow. 

There are also a lot of organisations that support SME economically, like Sitra (The Finnish National Fund for Research and Development), TE-centre (Employment and Economic Development Centre) and ESF (European Social Fund). These organisations typically support research and development or the establishment of new companies. SML is more focused on the marketing and networking of civil engineering companies and it also gives legal support to member companies. 

Economic environment

The global economic cycle and especially the local economic policy of the government affect the civil engineering industry a lot, especially in the area of South-West Finland (Hyvönen, 2004). The production structure of South-West Finland is more dependent of the industry than other areas of Finland. Due to global economic slump, the industry has invested cautiously. The government has several 

big investments in the area but only in essential projects because of the municipalities’ weak financial situation. The construction of the fifth nuclear power plant in Finland begins in 2004 in the area of South-West Finland. This is supposed to boost the economy of South-West Finland. 

Generally, the entire Finnish civil engineering business is strongly seasonal. During the winter time, from January to April in south, the soil is frozen. This has an influence on the utilization rate of construction machines and also on contract timetables.

During the last three years, the civil engineering business has had slightly less orders than what the long  term average has been (TT, 2003). The problem for small enterprises is the large amount of contracts in the government sector. Most small companies do not participate in tendering for larger projects as they do not have the required capacities. As a result, they often find themselves in the role of a subcontractor for larger contractors that have received the contract. The need for networking and collaboration is obvious. On private, industrial and municipal sectors, demand has decreased and therefore competition has increased. However, companies’ gearing is good and capital markets work well. Low interest rates stimulate investments in expensive machinery, but uncertainty of the future might reduce the willingness to make these investments. In general, the whole sector is very capital intensive.

Social environment

Social issues consist of demography, cultural differences and other statistics (Kotler and Armstrong, 1996). According to Rakennusteollisuus (RT) (2003) civil engineering employs approximately 31 000 people in Finland. This includes only a few thousand women. The unemployment rate of the industry was 10,6 percent,  which was little higher than the general unemployment rate. The population forecast poses a threat for the civil engineering business. The age structure of the employees has skewed. Almost half of the employees are over 45 years old and because Finnish people retire approximately at the age of 58 years, the industry needs to plan the recruitment of new employees in the near future. 

Although there is unemployment, at the same time there is also lack of skilled craftsmen and well-trained supervisors (Mettänen, 2003). This shortcoming is predicted to continue for the next thirteen years. The lack of well educated managers and the skewed age structures of the employees weaken the image of the industry in the eyes of the end customers and may decrease the general price level. Marketing activities are also complicated because of managers’ limited knowledge and skills of marketing. 

The poor reputation of the civil engineering industry weakens the interest towards the industry. The general image of the industry is that an untrained, underclass employee digs with a spade in a dirty work environment. This image got stronger during the economic recession of the late 80s and has not yet vanished. The reality is totally different from the general image. Most of the work is done by modern machines with comfortable cabins and there is a lot of digital equipment and computer software to ease the working process (Mettänen, 2003). According to Smyth (2000), only the oil industry is viewed less favourable than construction (both building and civil engineering) business. The general view of the civil engineering business is harming the recruitment of new employees, job involvement and marketing. This will be explored in more detail  in the later sections of this paper. 

The business culture of South-West Finland is a little introverted and an outsider may have problems in finding his or her place. This has restricted a competition from outsiders, but increased the competition and entrepreneurship within the area. According to author’s own experiences during the last ten years, the working culture of the small civil engineering business is very work oriented. This encourages people to establish their own business after a few years experience, and this increases competition. 

Technological environment

The technological issues consist of new technologies, creating new product and market opportunities (Johnson and Scholes, 2002). Technology has replaced many manual operations during the last ten years. Excavators have become more effective, global position system (GPS) has brought efficiency to measurement techniques and non-digging techniques for ground penetration have all reduced the number of employees. Excavators use a lot of digital information on the digging depths and the borders of pit. The use of computers on the site or in the machinery has become very common. 

On the one hand, new technology has decreased the number of the required workers and brought savings. On the other hand, investments in new technologies have increased the need for well trained employees. Small companies have very limited resources to conduct technological research and development (Stokes, 1998) and the latest significant innovations have come from large companies. Development in the collaboration between small civil engineering companies is relative unusual in Finland, although it is quite common abroad. This issue is also discussed in Chapter two.

1.3 Research Rationale

The Finnish Government implements the Entrepreneurship Policy Programme as a part of its economic and industrial policy. The main objectives are to safeguard a stable and predictable operational environment for the enterprises and to ensure that the resources that are available for promotion of entrepreneurship in various administrative branches will be utilised effectively. The programme underlines the importance of enterprises and entrepreneurs in the construction of economic growth and employment (Government Policy Programs, 2003). 

The main focus of the Entrepreneurship Policy Programme is on concrete projects that support entrepreneurship. ´The programme consists of five sub-sectors:

i) 
entrepreneurial training and consultancy

ii) 
establishment, growth and internationalisation of enterprises

iii) 
entrepreneurial taxes and payments

iv) 
regional entrepreneurship

v) 
provisions governing entrepreneurship and the functioning of markets` (Government Policy Programs, 2003)

Chaston and Mangles (2002), state that a characteristic feature of the Western economies in the latter part of the 20th century was the decline of the number of large companies and the increasing importance of the SME sector as a predominant source of employment. 

According to studies like Stokes (1998), Huang and Brown (1999), Simpson and Taylor (2002), and Blankson and Stokes (2002), sales and marketing is often the most common problem encountered by small business operations. Sales and marketing has been seen to be the most important part of all business activities and it is thought to be essential for the survival and growth of small businesses. These problems are especially seen in new and young companies. 

According to Humphreys et al (2003), the use of subcontracting within construction industry has become common and many main contractors only undertake the management and co-ordinate activities. The reliance on subcontractors has put much stress to the main contractor-subcontractor relationship. O’Donnell and Cummins (1999), state that networking is becoming increasingly popular as a means of describing marketing in SMEs instead of traditional marketing theories. Hill (2001b) also states that SMEs marketing relies heavily on personal relationships and contacts. 

In the light of the facts mentioned above and on earlier studies, the marketing of small enterprises is a crucial issue for growing companies, and in some extent also for the national and local economy. SMEs marketing is also seen to differ from traditional marketing theories. These are the main reasons for the chosen subject of this dissertation. The choice of the subject matter has also been influenced by the author’s personal interest in marketing and because of a new vacancy as a marketing manager in a small civil engineering company. Due to the relatively intensive competition in the area of South-West Finland, this survey is seen to be important to the aforementioned company’s future success and long term profitability. 

The employment background of the author is that of an engineer in civil engineering. Therefore the civil engineering business was a natural topic. The future management buy-out (MBO) of the author’s company and the consequences of the new challenges which the author will be faced with are also reasons for this study. The company’s objective is to grow and double its turnover during next three years. This requires a good understanding on marketing and business buyer behaviour.

1.4  Aims of the Research

The general purpose of the research is to investigate how small civil engineering companies in South-West Finland organise their marketing. This research includes an analysis on how the companies conduct marketing, what their strategies are and how they handle buying behaviour. Furthermore, this research evaluates business relationships and partnering in the context of small civil engineering companies. These issues are discussed in depth from a theoretical point of view in Chapter two. 

1.5 Objectives of the Research

The objectives of the research are:

i) to investigate the concept of marketing in SMEs

ii) to investigate past marketing practises of civil engineering companies

iii) to analyse the partnering and other strategic form of alliances impact to marketing for the companies 

iv) to create recommendations on how small civil engineering companies’ marketing should be developed 

The research was conducted between October 2003 and February 2004. The research was a qualitative research and the study was done by personal interviews. The research methodology is explained in Chapter three. The results and observations are introduced in Chapter four. Conclusion and recommendations are shown in Chapter five. 

When the literature review was conducted, only few specific references were found on marketing theories of SME civil engineering companies in South-West Finland. Therefore models, best practices and applications of marketing have been modified from other related industries, geographical zones and other countries, when they were thought to be relevant. As a source material, especially theories from building construction sector were used.

2 REVIEW OF LITERATURE

2.1 Introduction to Relevant Literature

This chapter attempts to analyse the chosen topic of SME business marketing. It also reviews literature from several related fields in order to generate an understanding of SME civil engineering business marketing. Inevitably, this involves a discussion on the roles that strategy, marketing and relationships have for the SME business sector in civil engineering. To achieve this, some transposition of concepts and empirical researches conducted in large corporations and consumer business sector have been used as a backcloth to suggest key areas for primary data collection. 

Comprehensive books like Kotler (2000), Blois (2000), Brassington and Pettitt (1997) and Kotler and Armstrong (1996) are used only as general source of marketing. These books present the basic theories of marketing. In addition, more specialised books like Stokes (1998) in SME marketing are used for certain specific subject matters as well as many journal articles and researches from international journals.

In the context of marketing, it was easy to find references from the subject area. However, in the context of SME business civil engineering marketing, it was difficult to find exact references from academic literature. This stems from the fact that civil engineering marketing is less studied, although there is a need for a better understanding of marketing among the industry. 

2.2 Marketing of SMEs

This chapter presents the importance and the potential benefits of marketing to SMEs and the typical functional problems of marketing.

2.2.1 The Importance and Benefits of Marketing to SMEs

According to Stokes (1998), marketing theory was developed from studies of large corporations. However, there is still considerable evidence that marketing decisions play a major role in the development and survival of a small business. For example Siu and Kirby (1998) assert that the basic principles of marketing appear to be equally valuable to both large and small firms. In his studies, Hill (2001a) found that SMEs did marketing planning and had formal marketing practices whereas Blankson and Omar (2002) and Blankson and Stokes (2002) found that SMEs marketing is an informal and unplanned activity that relies on the intuition and energy of the owner manager. 

Only a small percentage of small firms stay in business for a longer period. Marketing provides an important interface between the organisation and its external environment when business is new and vulnerable (Stokes, 1998). It is important to keep searching for new market opportunities and broad the customer base of the business. For that reason, marketing is seen a key management discipline, which differentiates between survival and failure of small firms (Blankson and Stokes, 2002). 

Gibb and Davis (1990) state that there is no specific theory that can adequately explain the growth of a new business. However, they list four main types of approach for company growth:

i) the impact of the entrepreneur’s personal characteristics

ii) the strategic factors affecting the firm’s performance

iii) sectoral and broader market led approaches 

iv) organisational development approaches

Marketing activities can be included in the strategic factors that have an influence on company growth. 

SMEs marketing philosophy is more innovation oriented than customer oriented. Entrepreneurial marketing activities do not easily fit into traditional four P’s (product, place, price, promotion) model of marketing mix. Stokes (2000) states that SME managers do not determine their marketing mix according to the four Ps, except in promotions. Amongst the SMEs managers, marketing is often simplified to “selling” or “promotion”. SME managers promote by direct interchanges and by building personal relationships. Tanner (1999) asserts that trade shows are a good place for promotion to SMEs. However, researches are often limited by the entrepreneur’s lack of perception of the wider range of marketing activities that they are often involved in.

Stokes (1998) even offers the model of “4 + 4 I’s” rather than the model of “4 Ps” as a marketing strategy approach for SMEs. This approach reflects the reality of entrepreneurial marketing. This includes Innovation, Informal information gathering, Interactive marketing methods (word of mouth, image building, involvement and incentives) and Identification of target markets.

Carson et al (1995) identify six marketing advantages of SME culture: speed of response, loyalty, SME or customer interface, opportunity focus, flexibility and ease of access to market information. Investing to these factors steers the marketing of the company to the right track.

2.2.2 Conditions and Problems in SME Marketing

There are differences between small firms and large companies such as size, organisation structures and functional frameworks. These issues impact to SME marketing, because of the lack of human and financial resources and especially marketing expertise (Carson, 1985; Gilmore et al, 2001; Turunen, 2004). 

Stokes et al (1997) have found same problems and identify six characteristics of small firms and their marketing problems: targeting of innovation, limited customer base, lack of formalised planning and evolutionary marketing, limited activity, niches and gaps and the owner-manager’s marketing competency.

SMEs marketing management is much affected by the marketing competency of the owner (Carson and Gilmore, 2000). Marketing competencies mean that SME managers must have many competencies that can be utilised and employed in a variety of ways. These competencies are, for example, leadership, the ability to communicate and a vision of future plans. The competency of the SME owners varies a lot in these areas, as does the marketing performance of their firms. The core competency for marketing is still mainly based on experiential knowledge. 

These problems often mean that product development is limited (Turunen, 2004) and market research is inadequate (Brassington and Pettitt, 1997). However, entrepreneurs shy away from such formal research methods. Blois (2000) and Stokes (1998) state that the SME managers “gather information” instead of doing marketing research. According to Stokes (1998), in each stage of the traditional marketing process, whether strategic or tactical, formal market research plays an important part. Strategic segmentation and targeting is determined by market research. The marketing problems of the SMEs not only have to do with how to develop innovative products or services, but also on how to defend their competitive advantage with limited resources. Large corporations have their own business units for market research and R&D. Generally, the problems of the small business vary depending on the industry type and the different size of the company (Huang and Brown, 1999). 

According to Brassington and Pettitt (1997), B2B marketing research differs mainly in two ways from consumer markets: the actual design and implementation of marketing research. There is a small number of customers, and hence the sampling is also too small. There are close buyer-seller relationships where informal discussions are better than formal research. On the other hand, this can lead to a narrow view of the market. Simkin (2000) states that competitive intelligence is more difficult to attain in B2B markets, because it needs surveys of rival management teams. 

The information is gathered through informal network monitors on the marketplace (Carson et al, 1995). The information, which managers generally have scanned, is somewhat narrow and too focused on the nature to be considered a true environmental scan. They focus on the immediate state of specific industries and leave long term trends and effects almost without attention. 

SMEs are typically dependent on less than 10 customers and some on only one buyer (Stokes, 1998). Dependency on a relatively small customer base makes their environment more uncontrollable and more uncertain than the environment of larger organisations. Often these customers are located on a small geographical area and therefore their business fortune depends on the cycles of the local economy. The bargaining power of buyers is one of the Porter’s (1980) five forces that drive industry competition. 

According to marketing theories, market needs assessment comes before new product development (Kotler and Armstrong, 1996). SME business owners often do it the other way around. The same situation is in marketing strategy, which involves the process of segmentation, targeting and positioning. Instead of this top-down strategy, SMEs are often using bottom-up strategies (Stokes, 1998). SME identifies a specific group of customers whose needs are known to them and first start to service the needs of these few customers. They expand when their experience and resources allow it. On the one hand, this bottom-up process is suitable for SMEs because of small requirement of resources. This is also the only possibility for the SMEs that have resources to produce only one product. On the other hand, this is uncertain of success and needs quite a long time to penetrate the potential market (Stokes, 1998). 

Porter (1985) suggested that a focused strategy is most appropriate for smaller businesses. By selecting a segment of its industry and customising its strategies to service this segment, the business gains a competitive advantage, despite not having one for the whole market. This niche market strategy avoids direct competition from large and small rivals. 

Hogarth-Scott et al (1996) noticed that product differentiation and attempts to find niches was a source of competitive advantage. The dangers lie in mistaken selection of a segment or choosing too small a segment. However, SMEs need to understand that there has to be enough demand so that the niche can generate a sufficient 

volume of business. Littunen (2001) emphasises the know-how and changes in the strategic behaviour of the entrepreneur and the firm’s environment. O’Gorman (2001) states that the first key managerial choice is “where to compete” and second “how to compete”. 

SME decision making processes are different from those of large companies. In large organisations, decision making process is structured and has a clear hierarchy. Therefore time scales are long and need planning. Sometimes large organisations have problems that a various part of the organisation does not know what the others are doing (Blois, 2000). In SMEs, most decisions are made by the owner manager, who is involved in all aspects of company activities. She or he does not need structures and framework, but will intuitively and very quickly make the decisions (Chaston, 2000). Decisions are sometimes made in an even haphazard or chaotic way (Carson et al, 1998). 

2.2.3 Networks and Relationship Marketing 

Blois (2000) and Siu and Kirby (1998) state that there are two fundamental aspects of SME marketing: personal contact networks and marketing competencies. Personal contact networks will have a mutual appreciation and understanding of the entrepreneur’s business (Littunen, 2001). Although there are limitations in the marketing resources of SMEs, the network both helps to form and guide marketing decisions. Kornelius and Wamelik (1998) have found that co-operation in networks has long been a common practise in the construction industry. Managers specialise in interacting with their target markets, because they have strong preferences for personal contact with the customers. They aspire to reciprocity relationship, which include thorough conversations with a customer. It is also important to develop relationships with other individuals and interest groups, e.g. banks (Johnson and Scholes, 2002). Managers’ ability to debate with a customer is often a crucial selling point in the business. 

Gilmore et al (2001) emphasise the importance of networks including social, business, industrial and informal, partly as a response to resource constraints and partly as being intrinsic to the culture of SME marketing practices. Jarratt (1998) sees networking as a mean to extend business activity and to defend against large corporate rivals. According to Rundh (2001), network building is problematic and there are inadequate researches in this area to comment on definitively.

Direct interchange and relationship building are good marketing mechanisms for existing customers, but they are also possible recommendations to potential new customers as well. According to Hill (2001a), SMEs marketing practices and decisions were characteristic by significant usage of personal contact networks. Pheng (1999) states that relationship marketing focuses on building a strong relationship with an individual customer. All these marketing methods are strongly influenced by word of mouth marketing. 

According to Stokes (1998), SME marketing relies heavily on word of mouth marketing, when developing the customer base through recommendations. On the other hand, word of mouth has two disadvantages. Firstly, it restricts organisational growth because of the limited informal networks of an organisation. Secondly, organisations can not control word of mouth communication concerning their firm. Positive word of mouth communication is typically encouraged by image building and incentives. Incentives, such as reduced prices and promotional offers are also used to develop new markets and expand networks.

Brito (2001) announces that the network approach emphasises the importance of informal and emergent co-operation whereas relationships are models that regard co-operation as a mere contractual and legal inter-corporate connection. Williams (2000) states that networking is a long-term strategy based on trust, sincerity and reciprocity of relationships. The benefit of networking is that it reinforces decision making speed, broader access to information and at the same time it also offers synergistic benefits to participants. Networking can compensate for company’s lack of resources and expertise.

While networking among SMEs is a growing phenomenon, there has been little empirical study of the factors that lead to the success of these networks (Sherer, 2003). Sherer ranks eight factors for the successful networking of SMEs in the order of importance: 

i) participant character

ii) chief executive officer (CEO) support

iii) confidence

iv) dedication

v) capabilities

vi) external relationships

vii) intermediary

viii) information technology

Four of them were more important in joint production and marketing networks compared to joint learning and resource sharing networks:

i) participant character

ii) confidence

iii) external relationships

iv) information technology 

Brassington and Pettitt (1997) divide relationship marketing to two approaches: adversarial and collaborative. In the adversarial approach, supplier is kept alert and sweating to minimise prices. In the collaborative approach, interest is focused on the value of close co-operation and integration. Emphasis is on lowest overall costs. Spekman (1998) argues that only through close collaborative linkages that go through the entire supply chain, one can fully achieve the benefits of cost reduction and revenue enhancing behaviour. However, there are also inherent dangers of mutual dependency. Some SMEs even avoid collaboration because of their fear to lose the control of their businesses. 

Pheng (1999) reminds that it is important to fundamentally realise that relationship marketing stands or falls with the quality and willingness of the people of the organisation who implement it. Grönroos (2000) emphasises the role of internal marketing in the context of relationship marketing, which include not only the frontline employees, but also back office employees, supervisors, middle level managers and top managers. 

Many of the themes identified in Chapter 2.2 will reoccur in subsequent functional and tactical discussions. Their implications will be dealt with in the chapter’s conclusion and in the data collection exercise.

2.3 Business to Business Marketing

This section reviews the extent of business to business (B2B) marketing in the SME civil engineering context. It also examines the potential benefits and constrains of key areas which have an impact on small civil engineering companies.

Business markets have been defined as follows: ´all the organisations that buy goods and services to use in the production of other products and services or for the purpose of reselling or renting them to others at a profit` (Kotler and Armstrong, 1996, p. 180). According to Kotler and Armstrong (1996), systems selling is emphasized as one of the major buying situations. Gross et al (1993) state that business markets have fewer sellers and therefore markets tend to be more oligopolistic. 

The major industries that constitute the business market are agriculture, mining, manufacturing, construction, communication, finance and insurance, transportation and distribution etc. (Kotler, 2000). Business marketing also includes a range of organisations that do not have profit making as their primary goal, for example the government, municipalities, hospitals, universities and churches (Gross et al, 1993). 

According to Lilien (1987), B2B markets are unique because of their derived demand, long purchase cycles and a varying and fragmented market structure. However, in their studies Coviello and Brodie (2001) found that even if the B2B market is unique in certain aspects, it does not fundamentally differ from consumer marketing. They state that marketing practices are different depending on the type 

of customers of the firm (consumer vs business), different markets (goods vs services), different geographic areas (domestic vs international) or different size and age characteristics (small vs large or young vs more established firms).

2.3.1 Business Buyer Behaviour

Blois (2000) says that understanding of a business buyers’ behaviour is a key element in an organisation’s ability to compete and develop marketing strategy. Companies try to recognise business buyers’ behaviour and buyer characteristics and affect them. Business buyers’ behaviour depends on different factors which are discussed below. 

The size of the total business market is massive. Although the number of customers may be small, their orders tend to be quite large, either by the number of units or by the value, or both. However, buyers are very loyal and they have strong relationships with reliable suppliers. On the other hand, organisational buyers may penalise non-performance suppliers like in the case of a delay in the construction of a building (Gross et al, 1993).

Industrial buyers are heterogeneous in terms of their purchase decision process and purchasing decision is made by groups that include several individuals. Buyers tend to be very objective and rational in buying. Purchases are also planned to fit future use, not only for present situation. Buyers are trained for purchasing or they belong to a certain buying unit and must often follow organisations purchasing policies (Kotler, 2000). 

In the public sector for example, there is pressure to accept the lowest tender, regardless of quality, qualifications, experience etc. Business buyers also extensively use competitive bidding, where the buyer invites competing suppliers to submit prices on a specific contract (Gross et al, 1993). There are both formal and informal bidding processes which the buyer needs to be aware of.

Market segments are categorised according to emporographic codes and the characteristics of the buying units. The total demand for many business goods and services is price-inelastic, which means that the price does not have much affect to the demand (Kotler, 2000). Business markets buy because they have strategic investments. They have investments e.g. in capital, equipment and R&D. Business markets marketers deal with a small number of customers and usually on a face to face basis. This makes sellers more sensitive and responsive to their customers’ requirements. Marketers must be customer oriented and sales persons’ personal selling characters are emphasised.

Personal selling dominates the business marketer’s promotion mix (Gross et al, 1993; Kotler and Armstrong, 1996). Due to the complexity of the product and buying process (Michel et al, 2000), personal selling is effective in complex selling situations. In complex situations, sales representatives can give more information about the product/service and adjust the marketing offer to fit the needs of each customer better. 

These tailored offers assist in building long term buyer-seller relationships. People have also difficulties to avoid personal contacts and this helps sales representatives in reaching the key persons and in giving a strong impact for the potential customer. Personal selling is also very accurate (Brassington and Pettitt, 1997). It can leave inappropriate contacts without attention and concentrate only on those who offer a real prospect to make a sale to a very narrow target group. On the other hand, personal selling is expensive because of professional sales force.

In the civil engineering business, there are many promotion tools even though managers deny it. Personal selling is one that plays a crucial role (Smyth, 2000). Sales promotions, e.g. terms of payment are used extensively even if companies do not notice it (Smyth, 2000). For SMEs, positive word of mouth communication is more important. 

The risk of purchase should be taken into account in B2B marketing situation. The risk of late delivery or incomplete performance of service quality is greatest in the new supplier context. This risk is also a reason why companies purchase from large, well known and reputable companies or are loyal to an old acquaintance. This is the challenge for SMEs marketing in B2B markets.

2.3.2 Service, Distribution and Relationships in B2B Markets

Because the business customers’ service expectations are highly personal, the more a service is standardised, the less likely are the customers to feel that their expectations have been fulfilled (Gross et al, 1993). On the other hand, in segmenting service markets, it is important to have the right mix of each type of customer grouping. These groups can provide an outlet for excess capacity during the slack times. 

Service life cycles are similar to product life cycles but they usually have shorter introductory periods and a longer decline stage. The life cycle of maintenance service can be much longer than the life cycle of the product itself and bring reasonable rate of return. Service market segments are less homogenous and therefore a business marketer must pay attention to customer expectations. 

Services can also be positioned uniquely in the minds of customers. Services can be positioned, for example, through price, quick respond time or geographical availability (Gross et al, 1993). The unique nature of services (intangibility, heterogeneity, perishability, simultaneity) serves as a backdrop to accentuate the competitive landscapes in the service sector (Rodie and Martin, 2001). Because of the services’ uniqueness, they are quite difficult to advertise. On the other hand, physical facilities and the equipment of the service provider are tangible elements and it is possible to emphasise this to the customer. 

The business distribution channels in B2B markets tend to be short and direct, albeit complex. The geographic concentration of business customers creates shorter channels. Many different types of businesses and classes of customers make distribution channels complex. Distribution channel members have more product knowledge because they have to be familiar with the technical aspects of the products they handle or sell. 

In business markets, delivery reliability is crucial and it has direct impact on profitability (Dwyer and Tanner, 1999). Profitably can depend on regular distribution (Gross et al, 1993). The economics of operation and the profitability of an organisation are also dependent on the company’s internal supply chain management and the system of customer value creation (Michel et al, 2000). Because acquisition costs have a direct impact on profit, companies use several ways to achieve better supply prices. 

In the B2B sector, obvious applications for vertical and horizontal alliances in the supply chain are well established utilising Electronic Data Interchange (EDI) (Ranchod et al, 2000), e-mail and e-procurement. Electronic commerce can fundamentally change the inter-organisational processes at the interface between the buyer and supplier (McIvor et al, 2000). 

Dwyer and Tanner (1999) emphasise the development of new products in B2B markets. New product or service development processes are more important than ever due to the shorter average life cycles of the products or services. An important element in successful business marketing is to develop products or services with the customers. For most companies, new products are also important to their growth. New product development and customer orientation requires close relationships with the customers, market orientation and strong marketing proficiency. On the other hand, Huang et al, (2001) assume that new product development is crucial to the survival and thriving of a business entity. Simpson and Taylor (2002) state that product innovation is an important part of the development of SMEs and therefore need some concern regarding to marketing too.

The quality of relationship between the buyer and the supplier could prove to be a major factor in reducing risks, and it evitably influences decision making processes (Brassington and Pettitt, 1997). Ryals (2000) identifies relationship marketing’s need for reliability, assurance, speed and responses, empathy and physical evidence. Galbreath (2002) states that intangible assets comprise the majority of a firm's market value and the majority of intangible assets constitute the value contained within relationships: relationships with customers, employees, partners and suppliers. 

Because of the complexity of the buyer and seller relationships in B2B markets, a successful relationship requires relationship management. According to Gross et al (1993), the role of sales person is that of a “relationship manager” and his or her importance is even greater than in a traditional marketing situation. 

Porter (1990) suggests that an organisation with advantageous relationships with a supplier networks has a competitive edge, because of the synergy between them in terms of joint problem solving and information exchange. Supplier or customer switching costs are also important. 

2.4 Marketing of the Civil Engineering Business

In this section, in the context of civil engineering, emphasis is laid to relationship marketing and networking, partnerships, supply chains, services and prices. 

Civil engineering marketing is quite a new phenomenon compared to consumer marketing. Earlier, civil engineering marketing has been managed without any professional marketing skills. The recession of the early 1990s had an impact to the increase of construction business marketing (Smyth, 2000). Traditionally, professional education of the construction industry is more focused on technical skills than on business or marketing skills (Cicmil and Nicholson, 1998; Katsanis and Katsanis, 2001). This has limited managers’ ability to understand the needs of the client. 

According to SME construction business companies in Finland, the strongest need for improvement lies in the development and education of the employees, as well as marketing and selling (Turunen, 2004). The objective of the construction marketing is no longer just get into the clients’ tender lists (Yisa et al, 1996; Smyth, 2000). They now include relationship building with clients, entering into new markets, client research, attainment of competitiveness and other more sophisticated methods.

Ngowi (2000) states the difference between manufacturing industry and construction industry. In construction industries, participants of a construction project operate in a temporary multi-disciplinary organisation in which the relationship ends as soon as the project is completed. This has an influence on industry networking, relationship marketing and partnership. 

Construction industry produces a product which is unique and always a prototype (Smyth, 2000). Construction products are frequently designed by somebody else, such as the government, and therefore contractors can not differentiate with products. This prevents innovation of technical and production methods which the contractor could adopt. Innovation can provide SMEs with competitive advantage but they often lack the resources to push developments. Innovation is possible in massive turnkey projects, but in small civil engineering contracts it is almost impossible.

2.4.1 Supply Chain Relationship in Civil Engineering Business

The civil engineering sector is dominated by small firms with extended and complex supply chains, as has been mentioned earlier in this paper. Civil engineering has a lot of similarities with the construction sector. The complexity of the civil engineering sector business is greater than on most other sectors. This is due to its structure, the nature of its historical evolution and the nature of its process and product (Betts and Ofori, 1994). 

Although informal networks are the most important marketing channel for the SMEs, some attention is still set on physical distribution decisions. Selection of an intermediary can be a critical determinant of a market success (Chaston, and Mangles, 2002). Logistic is an opportunity to influence customers’ perceptions of the service. 

However, Blois (2000) states that distribution channels are predetermined by industry norms. SMEs only seek the best delivery solutions that seems to fit to them. During the last few years, Internet has become one of the potential marketing channels (Mattsson, 2003; Kotler, 2000). On the other hand, because of the limited resources of SMEs, it may pose a threat for the business. 

The relationships within the civil engineering supply chain are shown in Figure 3 below. The area of SMEs is tinted in Figure 3.The flow diagram shows that smaller players in the sector are often far from the end client and supply chain is very complex. SME can be the main contractor, sub-contractor, material supplier or the logistics supplier, depending on the price and demand of the contract and company’s credibility to implement it.

Sub-contractors may also have several own sub-contractors like the main contractors have. The reliance on sub-contractors has put much stress to the main contractor – sub-contractor relationship. As main contractors have realised that the greatest potential for cost savings lies with the sub-contractors, the prevalence of unfair practises has increased (Humphreys et al, 2003). Typically, the SME civil engineering company acts as the main contractor, or on the first level of sub-contactors.

Figure 3. The flow diagram of supply chain relationship.
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SME civil engineering companies operate in a very difficult situation. At the same time it can be a competitor, sub-contractor and a partner for other operators in the supply chain. And that is only in this specific contract. Simultaneously, there can be other contracts, where the roles are different and where a partner can even be a competitor. Dainty et al (2001) state that significant barriers exist in the supplier integration within the construction sector, which stems from SMEs scepticism over the motives behind the supply chain management practices. 

2.4.2 Partnership, Relationship Marketing and Strategic Alliances

Because of the turbulent supply chain environment, it is difficult to build strong relationships with individual customers or with the vertical supply chain. Fujimoto (2003) says that for such collaborations to succeed in creating products of global excellence, the networks should be structured for vertical co-operation. Spina and Zotteri (2001) have dealt with same issues in their studies. For SME civil engineering companies, it could be better to build horizontal collaboration. Then they could achieve larger contracts and improve their credibility in the eyes of the end customer. 

According to several studies (Ngowi, 2000; Burnes and Coram, 1999; Pheng, 1999; Himes, 1995), construction business is seen an adversarial environment and adversarial culture of relationships. Adversarial relationship is a barrier for partnership marketing. Because of the adversarial culture, within the civil engineering business, there is more discussion on subcontracting instead of networking or partnerships. 

Wilson (2000) sees that the adversarial environment has lost its potency. The adversarial form of competition requires a large base of suppliers who are playing against each other. This is possible in SME civil engineering business, but improving quality and reducing costs requires close relationships with the suppliers. It became very difficult to manage multiple suppliers, work very closely with them and co-ordinate their activities (Wilson, 2000). 

According to Humphreys et al (2003), an inappropriate traditional culture based on adversarial relationships, lack of senior management commitment, lack of appropriate support structures and widespread ignorance of supply chain philosophy has limited collaboration. Cicmil and Nicholson (1998) state that the capability of the contractors to convince the client that their attitude towards the project will help to create a win-win partnership rather than adversarial, becomes a firm’s competitive advantage in the industry with changing culture. According to Betts and Ofori (1994), each profession generally recognises the technical competence of others and thus competition occurs in the management or co-ordination of the project. 

However, partnering and other forms of strategic alliances have increased abroad (Yisa et al, 1996; Yisa and Edwards, 2002). Spekman et al (2002) emphasise the role of learning and its positive impact on performance measures relating to end customer satisfaction and being a more market focused supply chain. Jones et al (2003) have come up with the same findings and they state that today learning is at the crux of strategic alliance.

Grönroos (1997) emphasises relationship marketing as one of the emerging new marketing paradigm of the future because of the development of strategic partnerships, alliances and networks. Gummensson (2002) argues that new marketing should focus on the value of the total offer and marketing should recognize relationships, networks and interaction as core variables. 

Gummesson (1997) concludes that relationship marketing requires a dramatic change in marketing thinking and behaviour. It is a paradigm shift, not an add-on to traditional marketing management. On the other hand, Rao and Perry (2002) argue that relationship marketing is not a paradigm shift, but rather an appropriate marketing approach when the management considers product/service, customer and organisational factors. 

Cicmil and Nicholson (1998) state that due to the lack of knowledge and experience of marketing in the construction business, marketing has stayed in traditional level and has not achieved collaboration. Palmer (1996) announces that even if relationship marketing may be very attractive for many products and markets, its adoption may be inappropriate in other sectors. However, in SME civil engineering marketing, relationship marketing seems to be very uncommon because of adversarial culture. On the other hand, relationship marketing could be one way to compete because of costs reduction due to relationship marketing in the sector where the price plays a significant role. 

Eddie et al (2001) underline the importance of communication between parties of an alliance and emphasise the importance of inter organisational communication in the success of an alliance team. Humphreys et al (2003) say that changes in the education of the construction workforce, in terms of managerial skills (developing communication skills, knowledge of other organisations operating in the construction supply chain and the potential benefits of partnering), improve the possibilities to form partnerships in the future. Wood et al (2002) state that, in industries where inter-organisational relationships are an increasingly important part of business the ability to build sustainable relationships is necessary. The most frequently discussed institutional form of co-operative behaviour in construction industry is partnering (Wood et al, 2002).

Scepticism (Dainty et al, 2001), temporary multi-disciplinary organisation structures (Ngowi, 2000) and managers fear of the loss of control (Keasey and Watson, 1991) have limited the number of strategic alliances. While co-operation could alleviate some of these limitations, O’Gorman (2000) similarly notes that entrepreneurial resistance to delegation of management decision making or sharing control with other businesses is a constraint. However, trust-based partnering has the potential to produce improvements in the ethical climate of the construction industry (wood et al, 2002).

Betts and Ofori (1994) state that one of the problems in civil engineering is the shortage of qualified engineers and the recruitment into and poor image of the profession. Unfortunately, SMEs often have a lack of human resources to train and educate employees to more sophisticated working procedures. Wyatt (2004) emphasises the need for diversity in the construction business. Mullins (2002) emphasises diversity in the context of successful teamwork and co-operation. 

Wyatt (2004) states that there is only a very small proportion of women in the total workforce. She states that the industry needs to understand the needs and concerns of women who are either potential employees or contractors. Clients want high-level customer care, empathy skills and listening skills etc. which are more inherent in women than in men. The effective management of diversity was inextricably linked to the industry’s future survival. 

2.4.3 Price and Service Marketing

Price 

Price plays a significant role in civil engineering business. In construction business, contract prices are usually set in relation to competition (Pearce, 1992) or by using cost plus pricing (Kotler and Armstrong, 1996). Construction business is also known to be highly competitive (Hogarth-Scott et al, 1996). Uusitalo (1993) announces that price is dominant factor in highly competitive markets and in markets where there is hard tender competition such as construction business. For example in the UK construction industry, the predominant element of competition is price (Yisa et al, 1996).

Carson et al (1998) and Hogarth-Scott et al (1996), state that price is often the primary concern for many SMEs in the context of marketing mix. Carson et al (1998) see that limitations in SMEs resources lead to difficulties in marketing activity in pricing. Successful pricing takes into account various different factors, such as value to customers, quality relationships, competitor effects etc. SMEs should take into account the same factors as their larger counterparts. 

Cunninghan and Hornby (1993) state that SME companies often use more sophisticated pricing techniques. They also avoid head-on competition and exploit their own market niche because of a better control over their prices. In practise, small business managers most commonly use some form of cost plus pricing and are aware of both the competitors actions and of the industry’s norms (Carson et al, 

1998). Generally speaking, SMEs have low propensity to compete on price and they try to avoid price war even if price is recognised to be an important marketing issue. 

Because of the importance of public sector clients in civil engineering industry, and because of the public sector’s pressure to accept the lowest tender, price has been a crucial factor in marketing. However, government organisations like Finnish Road Administration (Finnra), use best value purchasing strategy in their large acquisitions. SME civil engineering companies do not have enough reliability to take part in these projects. Municipalities have same opportunities for best value tendering in smaller projects, they rarely use them. For the municipalities, it is easier to choose the supplier according to its price than through a complex best value process. Although the price dominates other factors in construction business, consultants and clients normally have few a preferred contractors. To some extend, this is the beginning of partnership marketing (Smyth, 2000). Gijsbrechts and Campo (2000) state that price has typically become a less crucial issue in supplier-manufacturer relationships, where long-term partnerships, relationship marketing and single sourcing are now key elements. 

According to Smyth (2000), researches conducted in other industries, show that price is not such a serious factor, but in construction business it inevitably is. 

´If the other variables, product, place and promotion are seriously constrained in construction, then it mostly comes down to price. This is the worst possible scenario in a sector where entry barriers are low and in which the markets is highly fragmented geographically and by the extent of the competition` (Smyth, 2000, p. 184) 

Service

Service has a significant role in civil engineering business and it is a variable that can be adjusted to meet a clients’ needs. Pearce (1992) suggests that the whole industry provides services, but the main contractor customers buy the product. Services limit competition and give an opportunity to tailor the services more closely to fit the needs of the client (Smyth, 2000). Service quality and value adding services are an important part of marketing in construction business (Smyth, 2000; Pearce, 1992). Unfortunately, at the same time, the construction industry is known for its poor controllability (Kornelius and Wamelik 1998). Cicmil and Nicholson (1998) emphasise the important role of internal marketing in the context of good quality service.

Grönroos (2000) states that if sustainable cost advantages or technical advantages cannot be achieved or maintained, services offer a possibility to create a strong competitive position. Yisa et al (1996) state that the construction industry faces the usual problems associated with the marketing of services: intangibility, heterogeneity, perishability, simultaneity. In their studies, Hogarth-Scott et al (1996) announce that competitive advantage was based on quality and service, especially in personal services. In the context of products and service, companies should ensure that product quality is maintained on a consistent basis. Quality has to fit to the same category with product positioning and its price (Brassington and Pettitt, 1997; Carson et al, 1998). 

Greenan et al (1997) state, that environmental issues are becoming increasingly important as an attribute of the quality of goods and services. Walker (2000) states that environmental, social and ethical accounting makes good marketing and business sense in the community that is directly affected by projects. Greenan et al also (1997) state that in spite of the importance of good environmental practices, there is a lack of knowledge amongst SMEs as to how this can best be achieved. Taking into account environmental issues can be a good way for an SME civil engineering company to differentiate itself from its competitors. 

According to Pearce (1992), company can gain competitive advantage through the service differentiation. That is one aspect of Porter’s (1980) three generic strategy approaches: 

i) overall cost leadership

ii) differentiation

iii) focus

Of Porter’s first two generic strategies, cost leadership and differentiation, it tends to be the latter which most researchers recommend for SMEs. Both company and products or services can be differentiated from those of competitors by being unique at something. Uniqueness increases the value of product or services to buyers and it has an impact on their purchasing decisions. 

In civil engineering industry, some companies have differentiated from their competitors by quick customer service respond time, e.g. property maintenance. On the other hand, some companies focus on core competency, e.g. piling or cable works. Low priced strategies are problematic, given the scale of disadvantages faced by the SMEs. Cost leadership can be achieved by using low cost inputs or undervaluing management time. However, the result is often lower volume and/or lower profitability. Micro scale and young companies sometimes use cost leadership. They have a very low cost structure and they can operate without high overheads.

Aspects of the benefits and constraints of civil engineering marketing will now be reviewed in the context of SME adoption.

2.5 Conclusion

It has been stated (Stokes, 1998) that marketing theories were developed from studies of large corporations, but marketing still plays an important role in SME business (Siu and Kirby, 1998). According to Hill (2001a), SMEs conduct marketing planning and have formal marketing practices, whereas Blankson and Omar (2002) and Blankson and Stokes (2002) have found that SMEs marketing is an informal and unplanned activity that relies on the intuition and energy of the owner manager. There are several marketing advantages of SME culture that keep the company on the right track such as the speed of response, loyalty, SME or customer interface, opportunity focus, flexibility and ease of access to market information (Carson et al,1995). Many problems in SME marketing can also be identified such as limited customer base, lack of formalised planning and evolutionary marketing, targeting of innovation, niches and gaps etc. However, SME marketing is seen as a model of “4+4 Is” rather as a model of traditional “4 Ps“ (Stokes, 1998). Amongst the SME managers, marketing is often simplified to “selling” or “promotion”. 

Smyth (2000) stated that civil engineering marketing is quite a new phenomenon and it has earlier been managed without professional marketing skills. Traditionally, technical skills have been emphasised in the construction business (Cicmill and Nicholson, 1998; Katsanis and Katsanis, 2001). Cicmil and Nicholson (1998) state that due to the lack of knowledge and experience of marketing in the construction business, marketing has not created collaboration. The objective of the construction marketing is no longer just get into the clients’ tender lists (Yisa et al, 1996; Smyth, 2000). Ngowi (2000) stated the differences in marketing between manufacturing industries and construction industries. Smyth (2000) reminds that construction industry products are always unique and prototypes. 

In B2B markets, buyer behaviour is more rational than in consumer markets. The size of the total business market is massive, orders tend to be quite large and buyer/seller relationship may become very personal. Industrial buyers are trained, but they belong to a certain buying unit and must often follow organisations purchasing policies (Kotler, 2000). Products and buying processes are complex (Michel et al, 2000). Competitive bidding and both formal and informal bidding processes are used extensively. In B2B markets, personal selling dominates the business marketer’s promotion mix (Gross et al, 1993; Kotler and Armstrong, 1996; Smyth, 2000). Personal selling is effective in complex selling situations (Michel et al, 2000) and it is also very accurate (Brassington and Pettitt, 1997), even though it is expensive because of professional sales force. The performance and quality of service plays an important role as well. 

The unique nature of services serves as a backdrop to accentuate the competitive landscapes in the service sector (Rodie and Martin, 2001). Service market segments are less homogenous and therefore business marketers must pay attention to customer expectations (Gross et al, 1993). Pearce (1992) states that the whole construction industry provides services, but the main contractor customers buy the 

product. Service limits competition (Smyth, 2000) and gives an opportunity to differentiate (Grönroos, 2000). Porter (1980) states that a company can gain competitive advantage through differentiation. 

Price is seen to have a significant role in civil engineering business. Uusitalo (1993) states that price is a dominant factor in construction business. Carson et al (1998) and Hogarth-Scott et al (1996), state that price is often the primary concern for many SMEs in the context of marketing mix. Because of the importance of public sector clients in civil engineering industry, price has been the crucial factor in marketing. SMEs have low propensity to compete on price and they try to avoid price war, even if price is recognised to be an important marketing issue. They also avoid head-on competition and exploit their own market niche because of a better control over their prices (Cunninghan and Hornby, 1993) 

Porter (1985) suggests focused strategy to small businesses whereas Hogarth-Scott et al (1996) prefer product differentiation and niches in finding a competitive advantage. Porter’s (1980) five forces are also appropriate for SMEs, because they are typically dependent on less than 10 customers and some on only one buyer (Stokes, 1998). Dependency on a relatively small customer base makes SMEs’ environment less controllable and more uncertain than that of a larger organisation. The marketing and strategies of SME’s are often planned and carried out on the contrary compared to marketing theories: bottom-up instead of top-down (Stokes, 1998).

Several researches (Carson et al, 1995; Siu and Kirby, 1998; Blois, 2000; Littunen, 2001; Hill, 2001a) emphasise personal contact networks in the SME marketing context. Managers’ ability to debate with a customer is often a crucial selling point in the business. Kornelius and Wamelik (1998) state that in the construction industry, co-operation in networks has long been a common practise. Gilmore et al (2001) point out the importance of networks partly as a response to resource constrains and partly as being intrinsic to the culture of SME marketing practises. Jarrat (1998) sees networking as a possibility to defend against large corporate rivals.

Pheng (1999), Williams (2000) and Brito (2001) say that relationship marketing focuses on building strong relationship with individual customers. Brassington and Pettitt (1997) divided relationship marketing to two approaches: adversarial and collaborative. According to several studies, construction business was seen as an adversarial environment and as a culture of relationships. Ryals (2000) identifies relationship marketing’s need for reliability, assurance, speed and responses, empathy and physical evidence.

The relationship within the civil engineering supply chain is very complex and an SME company operates in a very difficult field of work. Main contractors very easily save costs at the expense of SMEs (Humpreys at al, 2003). According to Spekman (1998), only through close collaborative linkages through the entire supply chain, can one fully achieve the benefits of cost reduction and revenue enhancing behaviour. Adversarial relationship is a barrier for partnership and therefore relationship marketing seems to be very uncommon. On the other hand, relationship marketing could provide an opportunity to compete because of the cost reduction that is due to relationship marketing in a sector where price plays a significant role. 

Partnering and other forms of strategic alliances have become more common abroad (Yisa et al, 1996; Yisa and Edwards, 2002). The most frequently discussed institutional form of co-operative behaviour in construction business is partnering (Wood et al, 2002). Scepticism (Dainty et al, 2001), temporary multi-disciplinary organisation structures (Ngowi, 2000) and the managers’ fear of the loss of control (Keasey and Watson, 1991) have limited the number of strategic alliances. Eddie et al (2001) emphasise the role of communication between parties of an alliance, whereas Humphreys et al (2003) state that changes in the education of the construction workforce in terms of managerial, skills improve the possibilities to create partnerships’ in the future. 

Stokes (1998) reminds that SME marketing relies heavily on word of mouth marketing when a company is developing the customer base through recommendations. Grönroos (2000) emphasise internal marketing and Pheng (1999) reminds the importance of the quality and willingness of the workers in the context of relationship marketing. 

Business distribution channels in B2B markets tend to be short and direct, albeit complex. The complexity of the civil engineering sector business is greater than in most other sectors. In business markets delivery reliability is crucial and it has a direct impact on profitability (Dwyer and Tanner, 1999). However, business buyers are very loyal and they have strong relationships with reliable suppliers. Selection of an intermediary can be a critical determinant of the market success (Chaston, and Mangles, 2002). Logistic services are also an opportunity to influence customers’ perceptions of service. Michel at al (2000) emphasised supply chain management, McIvor et al (2000) electronic commerce and Ranchod et al (2000) EDI for vertical and horizontal alliances in the supply chain. Kotler (2000) and Mattson (2003) emphasise the effect of the Internet as one of the potential marketing channels during the last years. 

SMEs marketing management is much affected by the marketing competency and personal character of the owner (Carson and Gilmore, 2000). The competency of SME owners varies in these areas as does the marketing performance of their firms. The core competency for marketing is still mainly based on experiential knowledge of marketing and civil engineering business. In SMEs, most decisions are made by the owner manager, who is involved in all company activities. She or he does not need structures and framework, but will intuitively and very quickly make the decisions (Chaston, 2000). Decisions are sometimes made in an even haphazard or chaotic way (Carson et al, 1998).

3 METHODOLOGY

This chapter surveys the methodology and illustrates how the empirical research was carried out. The whole research procedure is explained in detail.

3.1 Research Rationale

The objective of this works was to investigate micro and SMEs civil engineering companies’ marketing in of South-West Finland. As stated in Chapter two, very few direct references were found on the marketing of SME civil engineering companies in Finland. On the other hand, a lot of SME studies from different industries have been conducted within academic literature. 

Due to the lack of appropriate academic studies and lack of empirical data in SME civil engineering sector, conducting this research was seen to be an important task. The purpose of this text is to give an overview on how SME civil engineering companies are doing their marketing and compare these results to parallel findings in academic literature. This mini scale research could be a pilot study for a more extensive research in this field. 

3.2 Aims and Objectives of the Research

The general objective of the research is to investigate and analyse how SME civil engineering companies conduct their marketing in practise. This includes several details like:

i) analysing the differences between marketing approach

ii) analysing the priorities in tendering process

iii) evaluating companies business methodicalness

iv) analysing companies relationships, networks and partnerships in of marketing context

v) evaluating the supply chain relationships and B2B buyer behaviour

vi) investigating past marketing practises and different marketing features

vii) evaluating owner managers personal characters and decision making processes

viii) evaluating the relative importance between different marketing mix tools

3.3 Chosen Methodology

Within the methodological field in marketing research, the two broad approaches of quantitative and qualitative work have attracted both support and criticism (Hill and Wright, 2001). The chosen method for this research was the qualitative research method. The qualitative method is defined as follows: 

´Qualitative research is a situated activity that locates the observer in the world. It consists of a set of interpretive, material practices that make the world visible. These practices transform the world` (Denzin and Lincoln, p.3).

Cassell and Symon (1994) describe the qualitative method as an interpretive technique which seeks to describe, decode, translate and otherwise come to term with the meanings of naturally occurring phenomenas in the social world. 

Hill and Wright (2001) state that the selection of methods and approaches offer several traditions. These range from case studies (Perren and Ram, 2004; Cicmil and Nicholson, 1998), to triangulation (Simpson and Taylor, 2002), and to grounded theory (Harker and Van Akkeren, 2002; Stokes, 2000). The array of methods available within the qualitative paradigm is extensive. According to Robson (2002), there are four different approaches to qualitative analysis: 

i) quasi-statistical methods

ii) immersion approaches

iii) template approaches

iv) editing approaches

In practise, quasi-statistical approaches mean that qualitative data has been converted into a quantitative format. This approach is also typified by content analysis. Immersion approach is less structured and leaves much space for intuition and creativity. Immersion approach is quite difficult to reconcile with the scientific approach (Robson, 2002). In template approach, key codes are determined on a priori basis or from an initial read of the data. This approach is typified by matrix analysis, where summaries of the texts are shown in matrices. Editing approach is 

more flexible than template approach and has only a few priori codes, if any. These approaches are typified grounded theory approaches (Robson, 2002). In this research, grounded theory approach was chosen to be research type. 

3.4 Justification of Methods 

The choice of the research methodology depends on the chosen research assignment or on the problems of the research assignment (Hirsjärvi et al, 1997). Hill and Wright (2001) state that human data can be glossed over by the quantitative statistics that only scratch the surface of peoples’ attitudes and feelings. The complexity of the human soul is lost in the counting of numbers, large samples and in the statistical validation of a study. Qualitative method was chosen because this research aims to explain how and why small civil engineering companies implement their marketing in practise. The whole research aspires to social constructionism where the task is to appreciate the different constructions and meanings that people place upon their experiences (Easterby-Smith et al, 2002). 

Qualitative research is appropriate when considering the meaning and the quality of different phenomena, not their frequency (Robson, 2002; Hirsjärvi et al, 1997). Ruyter and Scholl (1998) say that qualitative research offers an insight into questions on how and why people think about a certain subject. This requires analysing and interpretation, that are the key terms in the qualitative research process (Kiuru-Ahvonen, 2001). 

One characteristic of the qualitative method is its smooth and flexible structure. A researcher is able to change research aims during the examination of survey and the target group is chosen by purpose sampling, not random sampling (Hirsjärvi et al, 1997; Robson, 2002). Cassell and Symon (1994) state that the qualitative approach seeks to provide a holistic view of the situations which the  researchers are trying to understand. Typical characteristics such as small samples, data collection and data analysis take place simultaneously, and crate a lot of room for the researcher to generate new ideas (Ruyter and Scholl, 1998). Thus, Siu and Kirby (1998) announce that qualitative research method is suitable in understanding small business marketing. 

The validity and reliability of the research is seen as the cornerstone of an appropriate research (Collis and Hussey, 2003; Robson, 2002; Ruyter and Scholl, 1998 and Mitchell, 1996). ´Validity is the extent to which the research findings accurately represent what is really happening in the situation` (Collis and Hussey, 2003, p. 58). Reliability has to do with the credibility of the results and the possibility to replicate the research again with same results. 

Advantage of the chosen methodology is the deep and rich data (Robson, 2002; Stokes, 2000). This encourages a researcher to take smaller samples and really enter into the chosen topic. That facilitates the researcher to change the nature of his or her intervention, as the research develops in response to the changing nature of the context (Gassell and Symon, 1994). Qualitative research offers smooth and flexible opportunities for a researcher. There is room for negotiation about the meaning of an answer. Qualitative research offers an opportunity to create new theories, or it can be an impulse for new investigation (Hirsjärvi et al, 1997; Alvesson and Deetz, 2000). The qualitative method creates a very close relationship the between researcher and the interviewee, which improves the quality of data (Hirsjärvi et al, 1997). 

Some researchers criticise the qualitative research approach. One disadvantage of the qualitative research is researcher’s possibility to be more subjective than objective (Emory, 1985). On the other hand, the inherent subjectivity of the research endeavour can be seen as one of the cornerstones in qualitative research (Gassell and Symon, 1994). Thus, a researcher has a chance to bring his or her own opinions into the research. 

Ruyter and Scholl (1998) remind that small survey samples reduce representativity and state that the qualitative method does not meet the demand of the validity and reliability criteria. It is also difficult to replicate the study and random sampling is not possible. The chosen method is also quite time consuming and has very little statistical data testing. The results of the research only describe a particular situation and offer no universal applicability (Hirsjärvi et al, 1997). 

Daymon and Holloway (2000) have found same research limitations and list four basic criticisms for the qualitative methodology: subjectivity, difficulty of replication, problems of generalisation and lack of transparency. They also emphasise ethical issues in research methodology and remind that plagiarism is said to be complicated when the Internet is used in the conduction of the research. 

As a result, Hill and Wright (2001) state that the ontological, epistemological and axiological stances reinforce the selection of the qualitative research methodology in the SME context. 

3.5 Survey Technique

In this survey, personal interviews are used as a survey technique. According to Alvesson and Deetz (2000), a qualitative approach is often exclusively made up of interviews. ´Personal interviewing, i.e., face-to-face, is a two-way conversation initiated by an interviewer to obtain information from a respondent. The differences in roles of interviewer and respondent are pronounced` (Emory, 1985, p. 160). According to Emory (1985), a successful personal interview is also an excellent data collection technique.

Robson (2002) lists that the control of the response situation and rapport between the interviewer and the respondent is good. The complexity of questions can be high and the quality of data will be good. It is also possible to clarify questions and the presence of the interviewer encourages participation and involvement. According to Emory (1985), the depth and the detail of information is significant. Generally speaking, personal interviews are suitable for qualitative research.

A personal interview can also improve the equality of the gathered information because it is possible to gather supplemental information by additional questions and by observing the interview conditions. The interviewer can also use extra materials such as tables or figures. 

In a personal interview, an interviewer can make sure that an appropriate person is answering the questions. On the other hand, Robson (2002) says that respondents may feel that their answers are not anonymous and can thus be less forthcoming or open. Interviewees can also have expectations as to what the researcher wants to hear, or they may want to make an impression to the researcher (Alvesson and Deetz, 2000). Data may also be affected by the characteristics of the interviewer or the respondent’s motivation and experience. Frey and Oishi (1995) state that the interviews are expensive and Alvesson and Deetz (2000)say that data collection is relatively time-consuming. 

Robson (2002) states that interviews require careful preparation. The arrangement of appointments and transcription of tapes can take hours. Emory (1985) states that it may be hard to reach the right persons for the interview. Persons in the managerial level are busy and it is hard to motivate them to take part in the interview. The relationship between the interviewer and the respondent may also become too close and as a result the validity of the research may suffer. 

Stokes (2000) warns of using too professional language and terminology when interviewing small firm managers. Entrepreneurs are not professionals in theoretical textbook definitions of marketing and this can lead to misunderstanding of questions. Furthermore, entrepreneurs’ own terminology may differ from entrepreneur to entrepreneur. This requires accuracy from the interviewer.

In this particular research, the main questions of the research were sent in advance to those interviewees who wanted them, so that they had an opportunity to prepare themselves (Appendix 2). Four interviewees wanted questionnaires in advance. The permission to record the interview was asked in the same letter. All interviews were conducted face to face. The length of the interview ranged from twenty-five minutes to two hours, with a mean length of forty-five minutes. If the interviewee thought that recording would limit his or her answers, recording was not done. No one denied recording. However, recording might influence the quality of the answers. A written promise to use the gathered information for this academic research only was also included in the letter. This attempted to improve the quality of the answers.

At the end of the interview, interviewees were given a simple questionnaire about marketing mix features (Appendix 3). This questionnaire was used because of the author’s willingness to get the quick glance at the interviewees’ general idea of marketing mix and of the relative importance between tools. All interviews and documents were in Finnish even though they (the matrix analyses) are represented in English in the appendences. 

Research result analysing and interpretation was conducted after all data was gathered and recorded tapes had been transcribed. The gathered data was analysed by using matrix analysis. Miles and Huberman (1994) list thirteen tactics for generating the meaning of the research. This dissertation uses “factoring” which attempts to discover the factors underlying the process that is under investigation. Questions are shown in the columns and interviewees’ names are shown in the rows (see Appendix 4). Robson (2002) calls this the conceptually clustered matrix. Entries were gathered from answers and were then set to correct boxes. The last row is a summary of key points for different answers. Summaries are analysed and interpreted in relation to these variables. This matrix was created with Microsoft Excel spreadsheet program.

3.6 Sampling Framework 

According to Fink (1995, p. 1), ´A sample is a portion or subset of a larger group called a population`. A good sample is a small sized version of the population. A sample must also represent the population. Sampling frames are typically categorised by probability and non-probability types. Small-scale surveys commonly use non-probability samples. Non-probability samples are quite simple and acceptable, if there is no need to make a statistical generalisation beyond the surveyed sample (Robson, 2002). 

Hill and Wright (2001) state five key features for qualitative sampling:

i) ´researchers usually work with small samples of people

ii) samples tend to be purposive rather than random

iii) research are usually not wholly prespecified

iv) research involves two actions that sometimes pull different directions

v) sampling is decidedly theory driven` (Hill and Wright, 2001,p. 436-437)

According to Robson (2002), convenience sampling involves choosing the nearest and most convenient persons to act as respondents. The process is continued until the required sample size has been reached. Convenience sampling is criticized as a cheap and dirty way of doing a sample survey because the representatives of the survey may suffer. Its data can not be claimed to be truly representative (Daymon and Holloway, 2000). Convenience sampling is used in this survey.

Daymon and Holloway (2000) and Emory (1985) warn us of the inherent dangers of subjectivity and of the bias associated with non-probability sampling techniques. In non-probability samples, it is not allowed to do statistical inferences in the same way as in probability sampling, because the sample is not representative. Although non-probability sampling has some limitations, it is used because of its inexpensive cost and short time requirements (Emory, 1985).

The membership list of the Central Association of Earth Moving Contractors in Finland (SML, 2004) was used as third party data to find appropriate firms for the survey. Enquiries for potential interviewees were started at the end of December 2003. After the enquiries, there were 15 representatives who promised of willingness to take part in the survey, only two refused. In addition, there was at least one interviewee, whose motivation was recognised to be quite low. This is an issue that Emory (1985) has warned. The representatives of the target group were chosen for the following reasons:

i) the company they represent, belongs to a micro and small business category (see Table 1 in Chapter one)

ii) the company they represent is geographically located in South-West Finland (see Figure 2 in Chapter one)

iii) civil engineering is a to branch of the company

iv) they are responsible for the marketing of the company they represent

A more detailed profile of the sample is shown in Appendix 1. The sample group consists of representatives because of their leading role and because of the coverage of industry production and employment that they represent. 

3.7 The Timescale of the Research 

The whole research was started at September 2003 with literature review writing, which was mainly done before Christmas. Enquiries for potential interviewees were begun at the end of December. All interviews were held during January and February 2004. This was an excellent time for interviews, because in Finland, soil is typically frozen and civil engineering companies have a lower work load at that time. Interviews were executed in the companies’ office or in a site hut. Results were analysed immediately after all the interviews were done. After that, conclusion and recommendations were stated. 

3.8 Pre-testing and Piloting

The aim of the pilot study was to improve and check the questions and see how they worked and were understood. Before the interviews were conducted, several colleagues were consulted and feedback comments were given. This helped in adjusting prompt questions. Some difficulties were identified in the research technique and in the wording of the questions. Colleagues’ suggestions were subsequently incorporated in the final question frame. 

After these adjustments, the pilot study was conducted in practise with companies that were already known by the author. This helped in getting rid of some simple problems. The timing of the interviews was improved and the interviewees were given a chance to describe about their past experiences in more detail.

3.9 Question Analysis

The question frame consisted of two main parts (Appendix 2). Section A focused on interviews and clarified different areas of marketing that were used in practise. Section B was a simple, small scale questionnaire and it was done at the end of the interview. This questionnaire was used because of the author’s willingness to get a quick glance at the interviewees’ general idea of marketing mix and of the relative importance between different marketing mix tools. At this point, the model of four Ps was presented quickly before answering. All questions were asked by using the typical jargon of civil engineering contracting to the avoid misunderstandings that Stokes (2000) has warned. 

Question 1 focused issues on the role of a service or a product. The main idea was to find out whether there are different features of marketing mix when a company is offering a product or a service and how SMEs conduct marketing in these cases. This question was brought up because of Smyth’s (2000) and Pearce’s (1992) opinions about construction marketing and selling. Academic literature on SME marketing, like Stokes (1998), represents somewhat different views and therefore the subject matter was investigated. 

Question 2 examined the priorities of tendering for a contract and it included two aspects. At first, it focused on the differences between SME civil engineering marketing and general B2B marketing. This issue was investigated so as to clarify which theories, B2B marketing theories (Gross et al, 1993; Blois, 2000) or SME marketing theories (Stokes, 1998) are convenient to civil engineering marketing in practise. Secondly, it focused on the differences between tendering for the government, or tendering in the B2B and private sector which are the most important customer sectors for the civil engineering industry. In the government sector, price has earlier had an important role, but is this still the case after the best value programs that for example Finnra has used. In the B2B sector the risk of late delivery is essential (Gross et al, 1993), but is it also so in the civil engineering business? The private sector tender priorities are also analysed.

Question 3 focused both on the formal/informal planning of marketing, where Hill (2001a) and Blankson and Omar (2002) have different opinions and business strategies and where Porter (1985) has introduced the focus strategy theory. This question was also brought up to clarify companies’ awareness of the markets and how the companies have gathered information on their competitors and on the market situation in general (see: Carson et al, 1995; Blois, 2000). In addition, 

company niches and their creation were investigated because of Stokes (1998) bottom-up process theory. Furthermore, evidences from other information sources like Maarakentajien Turun Piiriyhdistys (2003) were used. 

Question 4 focused on relationship marketing and on the influences of networks, alliances and partnerships. This question tried to explain the role of relationships in civil engineering business and what kind of experiences companies have of it. For example Grönroos (1997) and Gummensson (2002) have investigated this earlier. Networks, alliances and partnerships were investigated because of their possible importance when tendering or serving large contracts that could be too big for one company alone (see: Kornelius and Wamelik, 1998; Yisa et al, 1996). 

Question 5 examined supply chain relationships and B2B buyer behaviour in the context of civil engineering business. The complexity of the supply chain (Betts and Ofori, 1994) and the behaviour of companies in the supply chain are investigated. Discussion is based on Figure 3 that was shown to the interviewees. Question 5 clarified the supply chains impact on companies’ marketing.

Question 6 focused on how companies examine, understand and conduct marketing. This question included discussion about the typical SME marketing features, such as past completed work, references, personal selling and the influences of word of mouth communication. The question tries to clarify how practical Stokes’ (1998) model of “4 + 4 Is” is in civil engineering marketing business is. 

Question 7 focused on the owner manager’s or lead entrepreneurs’s personal character, on the decision making process and on the impact it has on marketing, referring to Smyth (2000). The education or the training background of a manager is also investigated because of Cicmil and Nicholson’s (1998) statement about marketing skills. This question also investigated how decisions are made and for what reasons. 

4 ANALYSIS OF THE INTERVIEW RESULTS

This chapter analyses the interview data in the light of models and examples of industrial practices that were evaluated in Chapter two. The serial numbers of interviewees’ quotations (#1 = interviewee 1, #2 = interviewee 2, #3 = interviewee 3 etc.) are not the same as the serial number in Appendix 1, because of the interviewees’ willingness to stay anonymous. The matrix analysis of different answers is shown in Appendix 4. 

4.1 Question 1: The Role of Service or Product.

Most of the interviewed companies offer services, but there are few that also offer products, mainly rock material. Companies’ service marketing seems to rely on past completed work, delivery reliability and on word of mouth communication. These are the same findings that Dwyer and Tanner (1999) and Stokes (1998) have found in their studies. Flexibility and personal relationships are also mentioned quite often, as Carson et al (1995) and Hill (2001b) have also mentioned. 

Past completed work is the most important marketing tool. Interviewees emphasised good past works as visiting cards: “(#9) …earlier contracts speak on the behalf of us…”, “(#10) …they call us because we have contracted there earlier…”. Respondents are aware of the importance of delivery reliability in today’s business and they are adjusted to that: “(#13) …timetables are so intensive, they are planned on day to day basis. Everything has to be in time, otherwise it costs a lot…”, “(#12) …they don’t forgive you, if you are late or you can’t do it…”. Word of mouth recommendations were mentioned in the context of new customers: “(#15) …strangers justify their contacts: a friend of mine told me that you are capable of doing this…”. Personal relationships are the basis for word of mouth communication and flexibility is essential because the plans often change in the last minute: “(#12) …it’s good to know different people…”, “(#13) …big companies change their plans and timetables but we have to adjust our tasks to that…”.

In product marketing, product quality is considered to be the main marketing tool in practice. Hogarth-Scott et al (1996) state the same issue in their studies and Table 4 also shows the same findings. With product quality, respondents meant the technical quality of the material or the end product. Delivery reliability was also mentioned. Quality is important because customers often do not have time for a second order and bad quality can delay the whole project: “(#7) …rock material need to be of uniform quality…”. When it comes to delivery reliability, the same issues were brought up than in the context of services. It was also mentioned: “(#14) …certain end users buy a complete product but others buy the service…” (see: Pearce, 1992) and “(#9) …quality depends on customers supervision. If control works, quality is also better…”.

According to the interviews, there is a clear difference between product and service marketing in the SME civil engineering business in South-West Finland. Service marketing relies on past completed work, delivery reliability and word of mouth communication. Successful past work includes cost efficient processes in handling the contract, quick delivery and good quality in the service process. These are the facts that are decisive in the service business and offer a possibility to differentiate from competitors (Pearce 1992; Smyth, 2000) or to create a strong competitive position (Grönroos, 2000). Other marketing mix factors are also important and these factors need to be at a reasonable level in relation to competitors. 

In product marketing, quality was the decisive factor as well, but other marketing factors also need to be in accordance with the product’s positioning and price, as Brassington and Pettitt (1997) and Carson et al (1998) have said. Quality was seen merely as technical quality which needs to conform with the installation instructions. Quality was maybe too obvious answer, because the construction quality has been a hot topic in media during the last few years.

According to general marketing theories like Kotler and Armstrong (1996), service marketing tools are differ from the findings of this survey. On the other hand, the marketing practices mentioned in this research fit into the SME marketing theories of Stokes (1998) and into the construction marketing theories of Smyth (2000). 

4.2 Question 2: Different Priorities of Tendering for a Contract.

In general, the priorities of tendering for a contract among the respondents were approximately the following: price 70 - 80 %, delivery reliability, time of delivery, service or quality 10 %, depending on the contract. In other words, price has to be in an appropriate level and after that other factors are decisive. Hogarth-Scott et al (1996) and Yisa et al (1996) also emphasise the meaning of price in their studies also. According to theories, B2B buyers are very loyal to reliable suppliers and avoiding late delivery or incomplete performance of service quality is crucial (Gross et al, 1993). The role of price was emphasised but it did not mean everything. However, there were also managers that emphasised only price. “(#11) …only the price matters, in good old days it was different…”, “(#6) …unfortunately, only the price matters…”. 

In the government sector, price is seen as the only thing that matters: “(#3) …due to their procurement process, there are no other issues that matters…”. In B2B sector, delivery reliability was seen as an important factor but price needs to be within certain limits: “(#13) … keeping up timetables is more important than price, up to a certain point…”. In the private sector, word of mouth recommendations were seen to be an important factor: “(#15) …neighbours chat with each other…”. 

These results are quite similar than in Tables 3 and 4 which attempt to generate an overview of the key marketing mix outcomes for the SMEs studied. The price was emphasised to be the most important factor like Uusitalo (1993) and Yisa et al (1996) have stated. Even though the price has a significant importance in civil engineering marketing, there are also other marketing factors that matter (Dwyer and Tanner, 1999). In general, civil engineering marketing seems to be very similar to the best value purchasing strategy of the public sector. 

In the government sector, price was the dominant factor even though there is a possibility for best value purchasing strategy similar to the one Finnra has used. In the B2B sector, the same factors that Gross et al (1993) have announced were brought up. In the private sector, word of mouth was an important factor in the SME context just like Stokes (1998) has stated. 

There were also evidences about informal tendering or co-operation between SMEs to get a better deal for all. Markets seem to be oligopolistic where companies can communicate with each other and act according to Game Theory (Romp, 1997). However, there is also evidence that the marketing mix is customised to the special needs of each customer at the tendering stage.

4.3 Question 3: Planning of Marketing and Strategies, Market Research

Interviewees do seem to plan their marketing and especially their strategies even though they do not notice that themselves. They denied the formal marketing planning but knew quite well how to get contracts from different customers and also knew where they should invest next, i.e. which machines to buy next (see: Blankson and Omar, 2002; Blankson and Stokes, 2002). Stokes et al (1997) see the lack of formalised planning as a typical problem of SMEs. All this planning happens only in the minds of the managers, but they still have a clear view of what they will be doing in the future: “(#14) …I keep the vision in my head, there is no need to put it on the paper…”. Planning is more informal than formal, as Blankson and Omar (2002) stated. Respondents were also very optimistic about the future and believe that they will get contracts as before. They are market driven because supply and demand define their short term plans.

All companies had a focus strategy, like Porter (1985) has suggested. The following response perhaps sums this up best: “(#9)… it is not worth doing everything by your self, it is better to concentrate on what you really can make special…”. The interviewees are focused on different issues, like certain contracts, certain customers or certain geographical areas. This niche market strategy helps to avoid direct competition from large and small rivals (Porter, 1985). However, small niches increase the bargaining power of buyers, one of the Porter’s (1980) five forces, and companies risks increase.

Respondents believe that the cost level is the same for all companies and the price of a contract depends on effectiveness. Companies have mainly established their businesses by serving the needs of only a few customers or by inheriting the business: “(#12) …we just started to work because they asked us…”. SMEs were customer driven and they had bottom-up strategies like Stokes (1998) stated. They have established their niches the same way. 

Only one company (#8) had done formal market research. The research was conducted on Scandinavian civil engineering markets. In general, companies got information of the market situation from personal contacts and from their own tenders (see: Carson et al, 1995; Blois, 2000). 

There were also several interesting comments about invitation of tenders: “(#10) …customers call to us…”, “(#11) …they need us and make a contact if necessary…”, “(#6) …they will send invitation of tenders in any case…”. Companies that are approached have at least 20 years experience from the civil engineering business. They are so well-known that they do not have to invest on selling: “(#4) …20 years ago I called and visited every potential customer, now I don’t have to…”. On the other hand, younger companies do not have the same amount of personal contacts and they have to work harder to get the same market information as older companies get. 

Given previous references to Game Theory’s usage by ‘oligopolists’, this might be an application of the Bayesian theorem. New entrants do not have the experience to play the ‘competitive game’ as efficiently (due to lack of contacts, past promotion activity, reputation management etc.) as more established firms. Therefore, old and new companies have different strategies reflecting this. Older companies appear to use word of mouth communication and networking, while younger SMEs must establish a basic knowledge of their existence in the mind of a potential customer. Perhaps they even have to use more conventional promotion and advertising tools.

According to respondents’ statements, marketing and strategic planning is informal and companies implement focus strategy. They gather information through informal networks and are customer driven in their new niches. 

4.4 Question 4: Relationships, Networks, Alliances and Partnership.

There were only few experiences in strategic alliances and partnering. Main reasons for low interest in alliances and partnering were the fear of the loss of control and scepticism like Dainty et al (2001) and Keasey and Watson (1991) have announced. For example:“(#8) …I want to keep control in my own hands…”, “(#11) …I had a partner but I felt like I did everything and it didn’t work so we had to cancel the partnership…”, “(#6) …risks increase in strategic alliances…”, “(#13) …the idea is good, but I don’t believe it in practice...”. 

Networking (subcontracting) is thought to be very common and it is used in many forms as Humphreys et al (2003) have stated. For example: “(#14) …there is a lot of subcontracting between us. Sometimes I’ m the subcontractor, sometimes I’ m the main contractor…”. There seems to be some kind of “inner circle” that works together even if the parties are competitors. This supports the idea of oligopolistic markets. 

Networks are based on personal contacts and personal relationships and companies have a competitive advantage because of them. (see: Porter, 1990). New companies seem to have difficulties to get into this “inner circle” which is an indication to one of the Porter’s (1980) five forces: the threat of the new entrants. Existing companies try to set barriers to new entrants. 

There was also some evidence of relationship marketing, especially with the companies who have many years’ experience with the same customer. One good example was: “(#13) …they don’t always ask the price, but just ask me to do the job in a certain time…”. Many companies want to build strong relationships because it makes the business easier. On the other hand, some companies saw risks in strong relationships because of a dependency on only a few customers: “(#9) …there are risks in making a commitment to only a few customers…”. This is again one of Porter’s (1980) five forces: the bargaining power of buyers. 

The whole civil engineering business culture is seen to be more adversarial than collaborative, as several studies have demonstrated (Ngowi, 2000; Burnes and Coram, 1999). However, evidence for both trends can be found: “(#6) …although you have given the unit prices many times before, they ask the prices again every time …”, “(#1) …they don’t have time to ask prices every time, they order from me without negotiation...”. The adversarial culture of civil engineering limits the change in marketing thinking as Gummesson (1997) concluded. 

There were only few experiences on strategic alliances and partnering, but they were negative, unlike Wood et al (2002) state. Subcontracting was very common practice between companies, like it is in construction business in general. There were also evidences of relationship marketing, but the adversarial culture of civil engineering business seems to limit its use. Limitations in partnering and in other strategic forms of alliances were the same than in the literature review: the fear of the loss of control and scepticism like Dainty et al (2001) and Keasey and Watson (1991) have announced. However, the results were unclear and the topic needs to be investigated more thoroughly or there has to be training within the industry in the future. 

4.5 Question 5: Supply Chain Relationships 

The civil engineering supply chain is seen as complex and in accordance with Figure 3. According to respondents, a complex supply chain has no special influence on marketing. The supply chain has developed during certain periods of time as Betts and Ofori (1994) have stated. The same issues (see question 1) were emphasised as in marketing in general: delivery reliability, personal relationships and flexibility. Few comments on customer capabilities and solvency were also presented. For example: “(#7)…it is important to choose customers who are solvent and understand what we are doing. Solvency was a bigger problem earlier…”. Chaston and Mangles (2002) emphasised the role of intermediary selection. However, ability to pay was a common problem during the economic slump in the beginning of 1990’s. Solvency problems are typically centred to B2B sector, where the public sector is not the end user. The public sector and large companies are good and reliable payers because of their background and image.  

A complex supply chain is seen as a culture of civil engineering where companies adapt to predetermined distribution channels (Blois, 2000). For example: “(#15) …we have our own position there and it is enough…”. A complex supply chain is also an opportunity to balance the work flow, because the company does not have to do everything by itself. For example, the client can take care of the ordering of the most expensive materials that would bind company capital: “(#13) … it is better that customers order materials and I don’t have to put my money there…” 

Respondents were quite familiar with Figure 3 and they were used to complex supply chains. They had only a few special comments about the supply chain, maybe because they are at the end of the chain and do not necessary see the whole picture.

4.6 Question 6: Civil Engineering Marketing

At first, companies emphasised that they do not do marketing at all: “(#10)…we don’t do marketing, we don’t have to, customers call us…”, “(#15) …our marketing is so small, maybe some advertisement in yellow pages…”. Companies understood marketing in different ways but quite a common view was: “(#6) ...to increase awareness of the company in the eyes of potential customers…”. In general, they discussed a lot about different promotion tools like advertising, public relations with a local sport club, personal selling and unofficial sales promotion with key customers. Companies also emphasised good past works, references and word of mouth communications which they quite commonly saw as one and the same issue. Word of mouth communication is mentioned as the most powerful in making a company successful: “(#1)…customers chat with each other and they can praise or scold you…”. In the public sector contracts, formal references are underlined: “(#8) …in the official public sector invitation of tenders, they ask you to report earlier contracts from the same kind of jobs…”. 

SME civil engineering marketing model looks more like Stokes’ (1998) “4 + 4 Is” than traditional “4 Ps”. A good example is crusher purchase: ”(#12)…I started to crush old houses because I heard that there is need for this kind of service (Innovation and Informal information gathering). Then I understood that houses are problem waste for building companies, but I can process them so that they are recycled material (Innovation and Identification of target markets). Now I have crushed ten houses since I bought the crusher at the end of last year. I haven’t told anybody that I have the crusher but all four big building companies in this town have taken contact to me (Interactive marketing methods).”  

Amongst the SME managers, marketing is often simplified to “selling” or “promotion”. For example, Stokes (1998; 2000) mentioned different promotion tools in the context of SMEs marketing and emphasised word of mouth communication. Smyth (2000) mentioned personal selling in the context of construction marketing and Brassington and Pettitt (1997) mentioned PR and sales promotion in the B2B context and in consumer marketing context as well. Good past works was an interesting topic that came up during the interviews and it has a lot of importance in marketing. 

4.7 Question 7: Manager’s Personal Characters and Decision Making

Owner managers have strong belief in their own technical competency. At the beginning of their answers, respondents typically pointed out their personal technical competency as a main personal character and did not mention marketing skills at all. This is what traditional civil engineering education has emphasised earlier (see: Cicmil and Nicholson, 1998; Katsanis and Katsanis, 2001).

There were also several mentions concerning ambition: “(#10) …my personal ambition, greed and money have pushed me forward…”. The ability to handle risks was also mentioned. Some companies wanted to take risks and others tried to avoid them: “(#13) …because of my experience, I can avoid risks…”, “(#12) …I want to take risks because there are bigger profits to gain and because new contacts could generate more contracts later…”. 

According to the results of this study, decisions are made very quickly and they are based on experience and calculations, but especially managers with higher educational background spend a lot of time making their decision. For example: “(#15) …well, I do think and evaluate the decisions, maybe too much…”. According to Chaston (2000), managers typically make their decisions on their own. Sometimes decision making is based on hit and miss tactic or intuition: “(#1) …sometimes there is no other alternative than trust your intuition…”. Chaston (2000) and Carson et al (1998) have made the same observations.  

Only six respondents out of fifteen have some kind of higher education and only four of them have at least a BSc. degree (Table 2). Only one of the educated managers has established his own business. Others have inherited the business or bought it from parents or other relatives. The rest of the managers have elementary school background, but typically over a 20 years experience of the civil engineering sector. The relatively low educational background of managers might be one of the reasons for low investments on marketing over the past years. Carson and Gilmore (2000) state that marketing competency of the owner has a significant influence on marketing management. 

The managers of SMEs typically emphasised their technical competencies. They make their decisions very quickly and on their own. Sometimes they only trust their intuition. Their educational background is relatively low compared to their standing. 

Table 2. The educational background of the interviewees.

	 
	Name
	Education

	1
	Petteri Lehtovaara
	MSc, civil engineering

	2
	Jari Tommila
	BSc, civil engineering

	3
	Petteri Lehtonen
	BSc, machine automation

	4
	Markku Kummala
	Technician, civil engineering

	5
	Mika Tamminen
	Bachelor's degree, marketing

	6
	Harri Nylund
	Vocational school, mechanic

	7-15
	The rest
	Elementary school and special training courses


4.8  Small Scale Questionnaire. 

Small scale questionnaire (Appendix 3) covers the general marketing mix concept and measures its relative importance. It also investigates the importance of different features of the marketing mix tools. The results of the questionnaire are shown in Tables 3 and 4. The original tables are shown in Appendix 5.

Table 3. The importance between different marketing mix tools in rank order.

	 
	Points

	Price
	24

	Service
	40

	Product
	47

	Place and Distribution
	56

	Promotion
	58


The marketing mix tools are in ranking order according to interviewees’ answers in a scale of 1 to 5, where 1 = the most important, 5 = the least important. Thus, price is evaluated as the most important tool. Uusitalo’s (1993) and Yisa et al’s (1996) views of the construction industry highly support this result. Service and product are next. Product is probably evaluated to be second because of the importance of quality and because of companies’ willingness to demonstrate their technical competency. Place and distribution and promotion are almost equally important, but promotion is seen as the least important factor. There is some inconsistency between the questionnaire and the personal interviews, where promotion tools like personal selling, personal relationships and word of mouth communication were strongly emphasised (see also: Stokes, 1998). An explanation to this might be the Finnish word “markkinointiviestintä” (= promotion) which is very easily misunderstood as marketing in general. Because SME civil engineering companies do not do marketing according to their own opinion, they also marked “markkinointiviestintä” (= promotion) as the least important marketing mix tool in the questionnaire. 

Table 4. The results on the most important features of each marketing mix tool.

	 
	1
	2
	3
	4
	5
	6
	7
	8
	9
	10
	11
	12
	13
	14
	15
	 

	PRODUCT
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	-features
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	X
	1

	-maintenance
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	0

	-product development / innovation
	 
	 
	 
	 
	 
	 
	 
	 
	X
	 
	 
	 
	 
	 
	 
	1

	-quality
	X
	X
	X
	X
	X
	X
	X
	 
	X
	X
	X
	 
	X
	X
	X
	13

	-reputation, references, trademark
	 
	 
	 
	 
	 
	 
	 
	X
	 
	 
	 
	X
	 
	X
	 
	3

	-warranty
	X
	X
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	2

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	SERVICE
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	-condition of machines and equipment, order of site
	X
	 
	 
	 
	X
	 
	 
	 
	 
	 
	X
	X
	X
	 
	 
	5

	-people, personal service
	 
	X
	 
	 
	 
	 
	 
	 
	X
	X
	 
	 
	 
	X
	X
	5

	-supplementary services
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	0

	-the way the contracts are handled, the way of action
	X
	X
	X
	X
	X
	X
	X
	X
	X
	X
	 
	 
	X
	X
	X
	13

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	PLACE AND DISTRIBUTION
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	-delivery reliability, reliability
	X
	X
	X
	X
	X
	X
	X
	 
	X
	X
	X
	X
	X
	X
	X
	14

	-distribution channel
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	0

	-geographical location of the company
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	X
	 
	X
	2

	-transportation and storage, site logistics
	X
	 
	 
	 
	 
	 
	 
	X
	X
	X
	 
	 
	 
	 
	 
	4

	-the size of the area of operation, covering
	 
	X
	 
	 
	X
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	2

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	PROMOTION
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	-advertising (newspapers, trade papers, tv etc.)
	 
	 
	 
	 
	X
	 
	 
	 
	 
	 
	 
	 
	 
	 
	X
	2

	-personal selling/personal relationships
	X
	X
	X
	X
	X
	X
	 
	X
	X
	X
	X
	X
	X
	X
	X
	14

	-publicity
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	0

	-public relations
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	0

	-sales promotion
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	0

	-trade shows, exhibitions
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	0

	-word of mouth communication or recommendations 
	X
	X
	X
	 
	 
	X
	X
	 
	X
	X
	X
	 
	X
	X
	 
	10

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	PRICE
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	-discounts
	X
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	1

	-price level
	X
	X
	X
	X
	X
	X
	X
	X
	X
	X
	X
	X
	X
	X
	X
	15

	-pricing
	 
	 
	X
	 
	X
	 
	 
	 
	 
	 
	 
	 
	 
	 
	X
	3

	-terms of payment
	 
	X
	 
	 
	 
	 
	 
	 
	 
	X
	 
	 
	 
	 
	 
	2


Table 4 shows that quality is clearly considered to be the most important feature of a product. As for service, the way the contracts are handled the (service processes) is the predominant feature, but also people and personal service (people) and the condition of machines and equipment (physical evidences) were mentioned. These results support Hogarth-Scott et al’s (1996) statement about the importance of quality. The results also correspond to Smyth’s (2000) and Grönroos’ (2000) viewpoints of service in general. The whole service tool created a lot of discussion. 

In the place and distribution tool, delivery reliability is the crucial factor, as Dwyer and Tanner (1999) have mentioned. Distribution channel was not mentioned at all. This supports the results that came up during the personal interviews. Civil engineering companies work with predetermined distribution channels as Blois (2000) has stated. In the promotion tool, both personal selling/personal relationships and word of mouth communication are in dominating position as Stokes (1998) illustrated. The price level is clearly seen as the most important factor in the context of price tool, as Smyth (2000) has stated. 

The results of the questionnaire support the evidences of the personal interviews but do not entirely concur with the academic references mentioned in Chapter two.

4.9 Other Interesting Observations Brought Up by the Interviews

This chapter includes some results beyond the actual interview questions that came up during the interviews.

Companies have typically approximately 5 important customers. Interviewee 4 told: “(#4) …we have only one important customer and we are not interested in others…”. Stokes (1998) stated that SMEs are typically dependent on less than 10 customers and some on only one buyer. 

Respondents mentioned quite often that they are satisfied with the present market situation and do not have any willingness to expand their business. Turunen (2004) represents the same findings in her studies. One reason for this unwillingness is the lack of the professional resources that Mettänen (2003) and Gilmore et al (2001) have announced as well as tight competition in the construction business (Turunen, 2004). Another reason is a saturated and oligopolistic market. Expanding one’s business means taking a market share from competitors. This may lead to a price war that SMEs try to avoid, as Cunninghan and Hornby (1993) stated. One practical reason is that several managers are almost 60 years old and “tired” of the business and thus have no motivation to increase the company’s market share.

The IT awareness of the interviewed companies was quite low. Only twelve companies out of fifteen have an e-mail address and only four out of fifteen have web pages. One of the web pages only includes the address and the telephone number of the company. Other three web pages are quite useful and give a positive impression about the company. Proper web pages are part of today’s business. The small number of web pages and missing e-mail addresses reflect the problem of low education in marketing skills (Katsanis and Katsanis, 2001) and the lack of human and financial resources of SMEs (Gilmore et al, 2001). 

5 CONCLUSIONS AND RECOMMENDATIONS

This chapter includes an analysis of the limitations that have impacted on the research and the conclusions and recommendations which can be made based on the results of the research.

5.1 Limitations of the Study

This section attempts to analyse the validity and reliability of the research. 

Stokes (2000) warned of using too professional language and terminology when interviewing small firm managers. This was not a problem because of author’s educational background and experience of civil engineering business. The author was capable of discussing with SME civil engineering managers in their “language”. Trust was quickly established during the interviews because the researcher was a fellow practitioner. This must be considered a potential strength in this study. 

On the one hand, the researcher’s interpretations may be too subjective because of too familiar subject topic, like Emory (1985) warned. After a few interviews, answers were quite similar and the author knew what to expect. On the other hand, “inherent subjectivity of the research endeavour” can be seen as one of the cornerstones of qualitative research (Gassell and Symon, 1994). Thus, the researcher has cautiously brought his own opinions to analyse the research.

The area of South-West Finland is big enough for this kind of research, but the companies that were interviewed were concentrated around the area of Turku because of convenience sampling. Daymon and Holloway (2000) and Emory (1985) warn inherent dangers of subjectivity and bias that are associated with non-probability sampling techniques.

Robson (2002) cautioned that respondents may feel that their answers are not anonymous and thus be less forthcoming or open. There is clear evidence of this. Some respondents (e.g. #5 and #10) asked the interviewer to stop recording and told researcher some bad examples about their businesses. Respondents were asked beforehand, whether the recording of the interview could limit their answers or not and everyone said “no” to this question. In some cases, not recording the interview might have improved the validity of the data, but would have also reduced the accuracy of the data capture.

Alvesson and Deetz (2000) stated that interviewees may want to make an impression on the researcher. There were at least two interviews (#3 and #8) where the researcher felt that he was in a marketing meeting instead of an interview because the respondents answers were very technical and academic in an unexpected way. Respondents offered the interviewer what he wanted to hear, rather than their accurate experiences.

One of the limitations in qualitative research is the problem of generalisation (Daymon and Holloway, 2000). SMEs are notoriously diverse and difficult to generalise. The research has very little statistical testing of data. According to Hirsjärvi et al (1997), the results of a qualitative research only describe a particular situation and there is no universal applicability. Finland has a more homogeneous culture than the UK for example, so generalisations might be easier to do. The problem of generalisation is a typical limitation because of the relatively small number of companies in the sample. 

The size of the sample was relative small because there was only a limited time to collect the data. Ruyter and Scholl (1998) remind that small survey samples reduce the representativity of a research and qualitative method do not meet the demands of the validity and reliability criteria. Although the sample size is small, it still represents a significant share of the entire civil engineering SME population (30 %) and turnover (31 %) in the area of South-West Finland (see Appendix 1). Furthermore, Siu and Kirby (1998) announce that the qualitative research method is suitable to progress our understanding of small business marketing. It also meets the exploratory nature of the study’s objectives.

There were also several practical problems during the interviews that might have weakened the data. Seven interviews were done while the respondent was working and had to answer to a telephone or meet an employee. One interview was conducted in the cafeteria of a service station. These things may have disturbed the interviewee’s concentration and distorted the answers. 

However, the interview skills of the researcher improved during the interviews. This may have influenced on the data differently from the first to last interviews. Minor changes in questions and extra questions that were added during the interview process have also effected the data. For example in question four, the first interviewees gave examples of previous partnering cases in South-West Finland that were used as an example in later interviews. The last interviews seem to be more valid than the first ones.

On the other hand, in certain topics the author should have asked a few extra questions. For example to investigate question five, i.e. supply chain relationship,in more detail. This question was maybe too obvious and would be more appropriate when asked from the end customers of the civil engineering services and products. The question did not pay attention to respondent’s experience of EDI or other electronic commerce (see: Ranchod et al, 2000 and McIvor, 2000).

The interviewees were managing directors or persons who really ran the company. Their status was validated, because the author met every interviewee in person. Thus the target persons were suitable for the research. Attitudes among the respondents towards the interviews were positive and interview situations were constructive in general. These issues may improve the quality of the data.  

The validity of the research data may suffer from the limitations mentioned above. For example the relatively small size of the sample and the partial subjectivity of the researcher weakened the gathered data. Hopefully the reliability of this study is strengthened by the discussions on coding answers, examples of difficulties in interpreting answers and references to past research, as discussed in Chapter four. However, with this methodology there are some inevitable reliability problems and a non-probability sampling can always be criticised. 

There are also minor differences between questions in the context of validity and reliability. Interview results give a lot of room for different interpretations compared with those that the author has done (see: Ruyter and Scholl, 1998). There may be more than one way of looking at the issue and suggesting solutions to the problem. 

5.2 Conclusions

The general purpose of the research was to investigate how small civil engineering companies in the area of South-West Finland conduct their marketing. In academic literature, there are several models of SMEs marketing, but only a few articles on civil engineering marketing. Therefore this research reviews literature from several related fields to generate an understanding of SME civil engineering business marketing. 

The results of this research were quite similar to earlier studies in this field. They are underpinned by different academic marketing theories and SMEs marketing theories. It was not difficult to find links back to theories although there was not a special civil engineering marketing theory as Chapter four discussed. This research answered the aims and achieved the objectives that were set at the beginning of the research. 

The following conclusions are based on the literature review in Chapter two or on the results of the interview, or both.

SME Civil Engineering Marketing 

This section meets the first two objectives that were established at the beginning of the study (see: Chapter 1.5 on page 17). It concludes the past marketing practises and the concept of marketing in SME civil engineering companies.

According to the interviews, SMEs do plan their marketing even though they do not always appreciate this themselves. SME marketing planning is often informal and based on intuition. Blankson and Omar (2002) and Blankson and Stokes (2002) came to the same conclusions in their studies. A lack of formalised planning is a typical problem of SMEs (Stokes et al, 1997). However, Hill (2001a) maintains that SMEs do marketing planning and have formal marketing practices. This issue is still open for interpretation and needs more investigation. Interviewees gather information through informal networks like Blois (2000) states. Only one company had done formal market research. 

According to the interviews, SME marketing relies heavily on word of mouth marketing. This is a very important tool in SME marketing. Stokes (1998) has come up with similar information. Stokes’ (1998) model of “4 + 4 Is” was supported by the interviews. This approach reflects the reality of entrepreneurial marketing quite well. 

Both the literature review (Cicmill and Nicholson, 1998; Katsanis and Katsanis, 2001) and the interviews brought up the fact that technical skills are emphasised in the construction business and managers have strong belief in their technical competency. There is evidence (Carson and Gilmore, 2000) that SME marketing management is much affected by the marketing competency and personal character of the owner. The results of the interviews prove that managers make decisions intuitively and very quickly, sometimes even in haphazard way (see also: Carson et al, 1998; Chaston, 2000). Interviews also show that SME civil engineering managers have a relatively low educational background and that companies have not used information technology (IT) efficiently.

According to the interviews, there seems to be some kind of “inner circle” that works together even if the parties were competitors. This reflects the marketing concepts and strategies of new and old companies differently. The inner circle supports the idea of oligopolistic markets, but it can also be an evidence of some form of a cartel. There might be an opportunity for the respectable businesses if the government can prove the existence of a cartel. Cartels limit competition and are a barrier to new companies seeking an entrance to the business. 

SMEs need help in formal marketing planning and in marketing in general. The facts mentioned above support the view that SMEs need more marketing skills and training. Technical competency in itself is not enough and professional marketing knowledge is also required. On the other hand, this might be difficult because of SME managers’ low education (Katsanis and Katsanis, 2001) and the lack of human and financial resources of SMEs (Gilmore et al, 2001).

In the product marketing, quality was the decisive factor. Quality was seen merely as technical quality which needs to conform to installation instruction. Marketing practices of the companies interviewed in this research fit well into SME marketing theories e.g. Stokes (1998) and construction marketing theories like Smyth (2000). 

The role of past completed work is an interesting point in SME civil engineering marketing. This came out in many contexts during the interviews and was seen maybe the most important factor after the price. Well processed past work is one of the key points in SME civil engineering marketing as well as word of mouth communication which was also mentioned in the interviews. 

B2B marketing 

According to theories, buyer behaviour in the B2B markets is more rational than in consumer markets. Industrial buyers are trained and the buying processes are complex (Michel et al, 2000; Gross et al, 1993). In B2B markets, personal selling dominates the business marketer’s promotion mix (Kotler and Armstrong, 1996; Smyth, 2000). Personal selling is effective in complex selling situations (Michel et al, 2000) and it is also very accurate (Brassington and Pettitt, 1997). These findings were confirmed in during the interviews but were not emphasised as much as in theories. Interviewees do not probably notice all their activities concerning personal selling. However, personal selling is an important marketing tool for SMEs.

Price

Price is seen to have a significant role in the civil engineering business. Uusitalo (1993) announced that price is a dominant factor in the construction business. Carson et al (1998) and Hogarth-Scott et al (1996) stated that price is often the primary concern for many SMEs in the context of marketing mix. This research came to the same conclusion. Interviewees emphasised the importance of price both in interviews and in questionnaire answers. Price is the most important factor when tendering for a contract to the government. It is important for B2B and private sector as well but in these sectors delivery reliability and service also have an influence. 

Strategy

According to the interviews, companies seem to conduct a focus strategy as Porter (1985) suggested to small businesses. With focus strategy companies can gain competitive advantage against large companies. Differentiation is also one opportunity to compete (Porter, 1980). Smyth’s (2000) and Grönroos’s (2000) theories of service give SMEs an opportunity to limit competition and differentiate from competitors and improve their competitiveness. Porter’s (1980) five forces are also appropriate for SMEs in this research because they are typically dependent on less than 10 customers and some on only one buyer (see also: Stokes, 1998). 

Partnering and Relationship Marketing

Several sources (Pheng, 1999; Williams, 2000; Brito, 2001) discuss the importance of the relationship marketing in today’s business. The literature review evaluated the importance of networks and personal contacts relationships in the context of SME marketing. According to several studies, the construction business is seen as an adversarial environment and not as a culture of relationship (see, e.g. Burnes and Coran, 1999; Ngowi, 2000;). Adversarial culture limits the development of relationships. 

Partnering and other forms of strategic alliances have increased abroad (Yisa et al, 1996; Yisa and Edwards, 2002). Partnering is the most frequently discussed institutional form of co-operative behaviour in construction industry (Wood et al, 2002). Several studies show the advantages of partnering. Therefore, partnering might be an opportunity to compete against large corporations in the future. On the other hand, interviewees’ experiences from alliances and partnering are quite negative. Interviewees state the same issues that were found in the literature review, such as scepticism (Dainty et al, 2001) and managers’ fear of the loss of the control (Keasey and Watson, 1991). 

The facts mentioned above have limited the number of strategic alliances and constrained relationship marketing. However, partnering and relationship marketing can be seen as an opportunity for SME civil engineering sector, but they need more development and training, like marketing in general. 

This section met the third objective that was established at the beginning of the study. It clarified the significance of partnering and other strategic forms of alliances to marketing.

Supply Chain Relationship

The results of the interviews emphasised the following issues: delivery reliability, personal relationships and flexibility. Few comments of customer capabilities and solvency were also presented. Respondents agreed with the presented flow diagram of supply chain relationships. Their interviewees had only a few special comments about the supply chain maybe because they are at the end of the chain and do not necessarily see the importance of the concept. After all, the SME civil engineering business supply chain is very complex. IT is still very narrowly used in the studied companies. This is due to the companies lack of resources and their relatively low education. In the light of the evidence mentioned in this research, IT is a great opportunity to develop the supply chain business in civil engineering sector. 

5.3 Recommendations

These recommendations attempt to show different views for many interesting groups.

Recommendations for the Civil Engineering Industry

This section recommends how small civil engineering companies’ marketing should be developed. This was one of the objectives of this study. 

Developing partnerships or networks is a recommended strategy for the companies studied in this research. This is a typical development abroad (Yisa and Edwards, 2002) and in many other industries as well, e.g. in engineering sector (Spina and Zotteri, 2001). For example, Finnra has asked for more and more tenders during the last ten years because they want bigger suppliers and wish to reduce the amount of suppliers. There is also a threat that large foreign companies, for example from the EU, become interested in these contracts. In other words, SME civil engineering companies may go further off the end customer in the supply chain and thus they need partners. 

The need for partnering is clearly undervalued among the civil engineering companies and there are a lot of suspicions against it (Dainty et al, 2001). There are many possibilities to improve the image of partnering. Humphreys et al (2003) emphasised the importance in the education of the construction workforce and Wood et al (2002) mentioned trust-based partnering as the potential procedure to improve the ethical climate of the construction industry. Eddie et al (2001) emphasise the role of communication between parties of an alliance.

There might also be need for arbitration when strategic alliances of SMEs go wrong. This would be important especially in the early stages of partnering when the collaboration is most vulnerable. For example the SML might be a convenient organisation for this role because of its neutrality and earlier experience of arbitration.

In order to survive and grow in this market situation, it is essential to build partnering with key customers or joint to strategic alliances with big companies or with same size competitors to bid for contracts. The government (Finnra) could make changes in legal contract and payment rules to encourage SMEs to work in government projects. This could include consultancy advice on how to handle bureaucracy, paperwork, top project management, IT, slower payment etc. Government should also start to investigate if there is “collusive” oligopoly and break this wall and make it easier for new companies to enter the market. 

Another recommendation for all civil engineering companies is to investigate the possibilities of IT (e.g. EDI) and other electronic commerce applications like Ranchod et al (2000) and McIvor (2000) have stated. This is important especially in the context of supply chain and other inter-organisational processes. Lack of financial resources may limit this, but the competitive advantage could be remarkable in the future. This is also a good topic for large main contractors which have the resources to develop and construct efficient supply chains via EDI. The local TE-centres might be the appropriate authority here because of their duty to develop SME industry according to the Government Policy Programs of 2003.  

Recommendations for the Government

The government should definitely start to increase the level of business management and marketing skills with related courses and BSc. programmes (see: Humphreys et al, 2003; Turunen, 2004). This idea supports the Government Policy Programs of 2003 to improve SME entrepreneurship. Another way to do this is that SML or TE-centre take the leading role of partnership training while government takes care of funding. SME marketing education in civil engineering business might include at least the following issues:

i) training for formal marketing and strategy planning 

ii) education of management skills, especially in human resource management and financial management 

iii) education of IT 

iv) education of relationship marketing and partnering to reduce constrains 

5.4 Recommendations for Further Research

Even though this research is primarily an overview and has a lot of similarities with marketing of SMEs in other business sectors, this area is still fruitful for new and holistic research in the context of marketing. 

SME might invite support of academic tutors or researches to help with strategic analysis, policy choice and implementation. This is a win-win situation. Academics get research outcomes and SME companies improve their policies. These “consultants” can improve SMEs use of marketing mix on a larger scale. The funding for this training could come from the government or from the industry association.

There is little academic literature concerning the marketing of SMEs in the civil engineering business. The whole civil engineering sector in Finland seems to be left without any research when it comes to marketing. It would be interesting to duplicate this study in a broader area or in other industry sector in Finland. This research could serve as a pilot study and be a base for following researches. The next research could include the following samples:

i) other regions in Finland or even entire Finland (larger sample)

ii) broaden the research to include companies of different size (large, medium, small and micro)

iii) other Nordic countries

iv) other industries

v) international comparisons

It might be good to use the quantitative method more widely to test some hypothesis, e.g. “Educated SME managers are more likely to do formal marketing and strategy planning than poorly educated” or “Collaboration marketing companies success is better than adversarial marketing companies” or “In the B2B sector, past completed work is more important than price when tendering for contracts”. Generally speaking, another interesting research area could be the analysis of the importance of price because it dominates so clearly SME civil engineering marketing. Service is one possibility to differentiate from competitors and it would be interesting to investigate it in more detail. 
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APPENDICES

Appendix 1, Profile of the Sample 

	 
	 
	Name of 
	 
	Fore-
	Wor-
	 
	Year 

	 
	Company name
	interviewee
	Locality
	men
	kers
	Turnover, € 
	found

	1
	Tiehöyläyhtymä Suomela & Suomela Ky
	Risto Suomela
	Turku
	1
	2
	420 000 
	1981

	2
	Marttilan Maanrakennus Oy
	Petteri Lehtovaara
	Marttila
	1
	8
	900 000 
	1973

	3
	Maanrakennus Paavo Inkinen Oy
	Paavo Inkinen
	Masku
	1
	12
	1 163 000 
	1964

	4
	Maanrakennus ja Kuljetus Nylund Oy
	Harri Nylund
	Masku
	1
	10
	1 400 000 
	1990

	5
	Kratat Oy
	Markus Rantala
	Rusko
	1
	8
	2 000 000 
	1998

	6
	Härkämäen Maanrakennus
	Saul Lundgren
	Turku
	4
	20
	2 000 000 
	1981

	7
	L-S Tie-Tiimi Oy
	Jari Tommila
	Lappi
	2
	6
	2 000 000 
	1994

	8
	Suomen Pohjarakennus- yhtymä Oy
	Mika Tamminen
	Turku
	5
	24
	2 400 000 
	1993

	9
	Maanrakennusliike Isomäki
	Markku Isomäki
	Paimio
	3
	20
	2 500 000 
	1978

	10
	Kaivuuliike Lasse Kantola 
	Lasse Kantola
	Turku
	2
	18
	2 700 000 
	1970

	11
	Turun Linjatekniikka Oy
	Miika Tuominen
	Turku
	5
	26
	3 500 000 
	1999

	12
	Terjo Varjonen Ky
	Terjo Varjonen
	Karinainen
	2
	15
	3 700 000 
	1980

	13
	Kaivuuliike Kummala & Kump. Oy
	Markku Kummala
	Turku
	3
	20
	4 000 000 
	1954

	14
	Telamurska Oy
	Olavi Puputti
	Pori
	2
	18
	4 000 000 
	1979

	15
	Turun Siirtomurske Oy
	Petteri Lehtonen
	Raisio
	5
	36
	6 800 000 
	1994

	
	
	
	TOTAL
	38
	231
	39 483 000
	

	
	
	
	
	
	
	
	

	
	The area of South-West Finland
	
	TOTAL
	104
	791
	125 789 949
	

	
	
	
	
	
	
	
	

	
	The sample share of the whole area (%)
	
	
	37 
	29
	31
	

	
	
	
	
	
	
	
	

	
	The sample employees share of all employees (%)
	
	
	
	30
	
	


 [Source of information: Maarakentajien Turun piiriyhdistys r.y., Jäsenyritysluettelo 2003.]

Appendix 2, Question Frame and Permission for Recording

Teemu Salmela 




QUESTION FRAME 

Vaahteratie 3

21450 Tarvasjoki

02 4847 350





28.12.2003

Referring to telephone enquiries

QUESTION FRAME

Dear interviewee, the main topics of the interview are shown in the list below. These are not the actual questions, only main points that I complement during the interview.

Part A

1) The roles of service and product.

2) Different priorities of tendering for a contract.

3) How do you plan your marketing and strategies?

4) Relationships, networks, alliances and partnership.

5) Supply chain relationship.

6) Marketing in general and how it has been conducted earlier? 

7) Discussion on the manager’s personal characters and on the decision making process.

Part B



Small scale (A4) questionnaire

Teemu Salmela has / does not have permission to record the interview. Salmela promises that the gathered information is used only for this academic research.

____________________
___________________
__________________

Place and time






Teemu Salmela

Teemu Salmela 


MBA-TYÖN HAASTATTELURUNKO 

Vaahteratie 3

21450 Tarvasjoki

02 4847 350







28.12.2003

Viitaten käytyihin puhelinkeskusteluihin. 

HAASTATTELURUNKO

Arvoisa haastateltava, alla olevassa listassa on haastattelun pääkohdat, joista tulen esittämään kysymyksiä. Nämä eivät ole varsinaisia kysymyksiä, vaan aihepiirejä, joita täydennän lisäkysymyksilläni. 

Osa A

1) Palvelun ja tuotteen rooli toiminnassanne?

2) Mitkä ovat prioriteetit eri tarjouksissa?

3) Miten suunnittelette markkinointianne ja strategiaanne?

4) Suhteet, verkostot, työyhteenliittymät ja osakkuus.

5) Urakan toimitusketjun välisetsuhteet.

6) Markkinointi yleensä ja miten sitä on tehty aikaisemmin.

7) Omistaja johtajan henkilökohtaiset ominaisuudet ja päätöksenteko tapa. 

Osa B

Kyselylomake (tuon lomakkeen vasta mukanani, 1 A4)

Teemu Salmela saa / ei saa (tarpeeton yliviivataan) nauhoittaa haastattelun muistiinpanojen tekemisen helpottamiseksi. Teemu Salmela lupautuu olla käyttämättä haastattelussa saatuja tietoja mihinkään muuhun tarkoitukseen kuin tämän lopputyön tutkimuksen tekemiseen sekä lupaa olla luovuttamatta niitä kolmannelle osapuolelle. Sopimuksia on tehty kaksi (2) kpl, yksi (1) kummallekin osapuolelle.

____________________
___________________
__________________

Paikka ja aika






Teemu Salmela

Appendix 3, Simple Questionnaire about Marketing Mix Features

Answer according to your own opinions.

1) Set the tools of marketing mix in a descending order of importance (1 = the most important, 5 = the least important). 

2) Circle the most important features (1-2) of each marketing mix tool.

PRODUCT







____

-features

-maintenance

-product development / innovation

-quality

-reputation, references, trademark

-warranty

SERVICE







____

-condition of machines and equipment, order of site

-people, personal service

-supplementary services

-the way of handling the contracts, the way of action

PLACE AND DISTRIBUTION




____

-delivery reliability, reliability

-distribution channel

-geographical location of the company

-transportation and storage, site logistics

-the size of the area of operation, covering

PROMOTION







____

-advertising (newspapers, trade papers, tv etc.)

-personal selling, personal relationships

-publicity

-public relations

-sales promotion

-trade shows, exhibitions

-word of mouth communication or recommendations 

PRICE








____

-discounts

-price level

-pricing

-terms of payment

Vastatkaa omien näkemystenne mukaan.

1) Aseta markkinointimixin osatekijät tärkeysjärjestykseen (1 = tärkein, 5 = vähiten tärkein). 

2) Ympyröi jokaisesta osatekijöiden ominaisuuksista mielestänne 1-2 tärkeintä. 

TUOTE







____

-huolto

-laatu

-ominaisuudet

-takuu

-tavaramerkki, tunnettavuus, maine

-tuotekehittely/innovaatiot

PALVELU







____

-työntekijät, henkilökohtainen palvelu

-koneiden, kaluston ja työmaan kunto, ulkoinen olemus

-oheispalvelut

-tapa toimia ja hoitaa urakat

JAKELU







____

-jakelukanava

-kuljetukset ja varastointi, työmaan logistiikka

-toiminta-alueenne laajuus, kattavuus

-toimitusvarmuus, luotettavuus

-yrityksenne sijainti

MARKKINOINTIVIESTINTÄ




____

-henkilökohtainen myyntityö, henkilökohtaiset suhteet

-julkisuus

-mainonta (sanomalehdet, ammattilehdet, tv jne)

-myynninedistäminen

-näyttelyt, messut

-suhdetoiminta

-”viidakkorumpu” tai suositukset

HINTA







____

-alennukset

-hinnoittelu

-hintataso

-maksuehdot

Appendix 4, The Matrix Analyses of the Gathered Information

Questions one and two.

	 
	Q1, Service and product
	Q2, Priorities of tendering

	1
	Service: delivery reliability, credibility, personal service, flexibility, word of mouth. Product: can’t contribute, innovation, quality
	Price 60%, credibility 20%, time of delivery and delivery reliability 10%, flexibility 10%. Government: price, B2B: delivery reliability, Private: word of mouth 

	2
	Service: time of delivery, extensive range of equipment, personal service. Product: can't contribute, quality.
	Price 80%, time of delivery 10% and deliver process 10%. Government: Price, B2B:time of delivery, Private: word of mouth

	3
	Service: quality of service process, past work completed, Product: ?? maybe quality
	Price:100%, service and recommendations. Government: only price, (focused on government customers only)

	4
	Service: customer orientation, "we will do everything the customers want to", word of mouth. Product: we don't offer product but maybe quality
	Price:100% ONLY and always. Government, B2B, Private: price, focused on municipal customers only, only one remarkable customer

	5
	Service: reliability, delivery reliability. Product: we don't offer product
	Price: 90%, reliability 10%. Government: price 100%, B2B:price and delivery reliability, Private: price and word of mouth

	6
	Service: Past work completed and personal relationship, "a lot of talk about quality of service but it does not matter". Product: quality maybe
	Price:100%,quality, cleanliness and processes. Government and B2B:only price, we don't do to private sector

	7
	Service: delivery reliability, time of delivery flexibility. Product: quality
	Price: 60%, service: 20%, delivery reliability 20%. Government: price, B2B: delivery reliability, Private: word of mouth

	8
	Service: Time of delivery, past work completed. Product: quality
	Price: 75%, delivery reliability 20% and other 5%. Government: price, B2B: delivery reliability but price need to be comfortable, Private: time of delivery

	9
	Service: past work completed, delivery reliability. Product: quality
	Price: 80%, delivery reliability 20% and service 0%. Government: only price, B2B:price and delivery reliability and time of delivery, Private: word of mouth

	10
	Service: flexibility and delivery reliability. Product: uniform quality
	Price: 80%, well-known 10%, delivery reliability and time of delivery 10%. Government: price, B2B:price, Private: no experience

	11
	Service: Price, word of mouth, past work completed, flexibility. Product: No marketing, maybe quality
	Price 80%, time of delivery 10% and delivery reliability 10%. Government: Price, B2B: price and time of delivery, Private: price and word of mouth

	12
	Service: Past work completed. Product:-
	Price: 50%, Quality 25%, Time of delivery 25%. Government: Price, B2B:Price and quality, Private: price and time of delivery

	13
	Service: Past work completed, business relationship, word of mouth. Product:-
	Delivery reliability 80%, quality 10%, price 10%. Government: only Price, B2B: delivery reliability, Private: word of mouth

	14
	Service: earlier experiences and price. Product: price. "Governments and municipalities buy a product, other buy  the service"
	Price: 80%, delivery reliability 10%, quality 10%. Government: only price, B2B:price and delivery reliability, Private: old customer time of delivery and new customer price 

	15
	Service: Price, relationships, personal selling, past work completed. Product: delivery reliability
	Price 80%, delivery reliability 10%, quality 10%. Government: only Price, B2B: price, delivery reliability, time of delivery, Private: price and past work completed.

	Conclusion
	Service: past work completed, delivery reliability, word of mouth communication. Product: quality
	Price, delivery reliability, time of delivery, quality and service. Government: price, B2B, delivery reliability and price, Private: word of mouth


Questions three and four.

	 
	Q3, Planning
	Q4, Relationship etc.

	1
	Strong  planning both marketing and strategies, personal networks and relationships, focus on core competency, narrow niche, created by bottom-up process
	Plenty of different networks and little effort to relationship marketing, more collaborate than adversarial. No alliances because of fear of loss control and scepticism, no suitable partner.  

	2
	No planning in marketing but differentiation strategy, survey what else are doing (gather information), maintenance niche, created by bottom-up process 
	Relationship marketing to some extent and networks, more collaborate than adversarial. No willingness to alliances, no willingness to grow. Suitable size for these resources. 

	3
	Lot of formal planning, strong focus on public sector customer and their contracts, Market research with internet and special public sector magazines. Bottom up process, clear demand.
	Lot of networks. Good experience of alliances but it cancelled because the company name was well known enough to survive, strong adversarial culture, personal contacts are crucial 

	4
	No planning in marketing and strategy, no need to plan, demand and supply defines everything. Focus strategy because of haphazard and good luck, one good enough customers, no need to marketing and planning
	Relationship marketing, one good customer, but still adversarial, no benefit for alliances but risks increase (scepticism)

	5
	Informal planning, demand and supply define a lot,  focus strategy, no market research because customers sent invitations of tenders in anyway. Owner manager personal competency and ambition
	Lot of networks, strong adversarial culture, personal contact networks are crucial, want to control business itself and have fear loss of control in alliances 

	6
	No planning in marketing and strategy, no need to plan, demand and supply defines everything, no formal market research but curious what else are doing. Focus strategy, good luck. Bottom up process. Inherit and personal competency
	No experiences of relationships, networks, alliances or partnership, "we don't want to lose control and because of risks". ARVERSARIAL CULTURE 

	7
	No planning and marketing, focus strategy, personal contact networks, no market research, customers call to us, supply and demand defines a lot. Inherit and personal competency.
	Relationship marketing but still adversarial, have been customer over 15 years but need offer every time and has got the contract every time. Experiences of alliance but nothing good to say, no benefit for them.  

	8
	Informal planning, focus strategy (only the most difficult contracts), have done formal market research and lot of informal market research and intelligence. company was created because of "love for machines", owner manager competency, bottom up process.
	No experiences of networks, alliances or partnership, relationship marketing in some extent but only minor benefits. "we want to keep control in our own hands, unless risks increase" adversarial culture. 

	9
	Informal planning in marketing and strategy, bottom up process, demand and supply has defined the company direction, inherit and competency.
	Relationship marketing and networking because of easier contracts and easier to plan but risks too deep commitment to only few customers, no good experiences alliances (scepticism) and partnering. Willingness to keep control in own hands.  

	10
	Informal planning, " 20 years ago we planned and decided what are we going to do, not anymore". Very narrow niche, company success based on successful innovation 20 years ago. No market research and marketing because customers take contacts to us
	Relationship marketing, no need to marketing because of longterm and loyal customer relationships and networks. No need to alliances or partnering because existent relationship of good quality

	11
	No planning in marketing (no marketing) but sophisticated planning in investment, focus strategy, personal contacts and networks, manager competency. 
	Relationship marketing to some extent and very wide personal networks, more adversarial than collaborate. No willingness to alliances (scepticism), no willingness to grow (no risks). Suitable size for these resources. 

	12
	Lot of informal planning, focus strategy based demand and supply, personal contacts networks, manager competency, bottom-up process, willingness to "freedom"
	Many attempts to relationship marketing, depend on market situation, Strong adversarial, Scepticism to alliances.

	13
	No planning at all, demand and supply define everything, focus strategy, no market research. By accident.
	Clear relationship marketing, over 20 years experience, idea of alliances is good have tried three times but no experience,  Scepticism to partnering, collaboration

	14
	A lot of informal planning, informal market research, focus strategy, focused on public sector customers, "willingness to see what I can do" interested of machines
	Relationship marketing with some customers and subcontracting with the same companies (networking), no experience of alliances and partnering, want to keep control in own hands otherwise risks increase

	15
	Informal planning, demand and supply define a lot, versatility inside the civil engineering but focus in general, no market research because customers sent invitations of tenders in anyway, inherit and competency.
	Few long term relationship and willingness to keep them, no other form of cooperation because of willingness to avoid risks (scientism about partner), Adversarial but also collaboration.

	Conclusion
	Informal marketing and strategic planning even they don't notice that, focus strategy, almost every one has his own niche inside the civil engineering, many reasons for foundation.
	No experience or bad experience of alliances and partnering, networking in many form and some evidence in relationship marketing, More adversarial than collaboration. Sceptics and loss of control limit.


Questions five and six.

	 
	Q5, Supply chain
	Q6, Marketing

	1
	Very complex, require to please everyone because of future situation, need to develop contacts. Delivery reliability is the most important, earlier experiences and flexibility.
	Selling of professional skills.  Personal selling and flexibility, past work completed, word of mouth.

	2
	Quite complex, effort to deep relationship because of easiness, effort to only few customers. Need for extensive networks, time of delivery.
	Selling, sales promotion. Personal selling, reducing price, wide scale of services, quick time of delivery, brochures, personal service, past work completed.

	3
	Quite complex, delivery reliability are crucial, need to choose partners that are capable to cooperation (same like us), service
	Surveying, bringing to mind of customers, awareness and advertising. Promotion, personal selling. PAST WORK COMPLETED AND REFERENCES

	4
	Complex figure but you need to beware of customer competencies and choose only capable cooperation partner, commitment to contract, time of delivery 
	Looking for new customers, increasing company’s  awareness. Word of mouth and references, past work completed. "Generally, we don't do marketing, customers call to us"

	5
	Typical supply chain in civil engineering business, solvency is crucial and personal relationship, need to find companies with same values
	Bringing to awareness, advertising,  personal selling, past work completed, personal relationship.

	6
	Complex chain is the normal culture of civil engineering, no impact to marketing, "we offer at the same way to every body" same rules to everybody, need to develop personal contacts.
	Telling to customer about what company is doing, personal selling, past work completed.

	7
	Complex figure but you need to beware of customer competencies and choose only capable cooperation partner,  time of delivery, solvency of customer, flexibility.
	Increasing of awareness, personal selling, word of mouth,  personal contacts and relationships, past work completed.

	8
	Complex figure but you need to beware of customer competencies and choose only capable cooperation partner,  time of delivery,  customer flexibility also.
	Bringing company name awareness of potential customers. Decreasing the price according to demand and supply, word of mouth, references, brochures and exhibition

	9
	Complex figure but you need to beware of customer and partner competencies,  time of delivery, flexibility, personal relationships.
	To inform customers, what we can do, tell the references, personal selling. Past work completed and reputation.

	10
	Normal situation in civil engineering business. Try to keep good relationship to existent customers, service them like earlier
	Selling the products and advertising. Decreasing the price. Have keep the promises, past work completed. Great innovation, first in Finland.

	11
	Complex chain is the normal culture of civil engineering, no impact to marketing, personal relationship are crucial, own network. 
	No marketing because customers call to us, personal selling, personal relationship and past work completed, word of mouth, modern equipment

	12
	Complex chain is the normal culture of civil engineering, need to focus on and development personal relationship and contacts.
	Developing of company. Lot of personal selling, word of mouth (positive and negative), past work.

	13
	"No marketing because customers call to us", trust, delivery reliability, same rules to everybody, over 40 years experience and references
	keep the promises!, delivery reliability, past work completed

	14
	Typical supply chain in civil engineering business, it is the culture, complex, no influence to marketing, "everybody need to take care own business"
	Increase company awareness, personal selling and references

	15
	"We have our own place in that supply chain, everybody know us", try to avoid risks and conflicts between other parts. Same rules to everybody. "We don't do marketing, we don't have to"
	Increasing of awareness, personal selling and relationship. Good luck, versatile equipment, past work completed.

	Conclusion
	Complex but typical supply chain in civil engineering culture, no special influences on marketing but emphasis on delivery reliability, personal relationships and earlier experiences. 
	Increasing awareness of the company, personal selling, past work completed, word of mouth.


Question seven. 

	 
	Q7, Owner manager characters

	1
	Belief of own competencies, ability to take risks, curious what else are doing, ambition. Decision making based on intuition and information from personal contacts.

	2
	Ability to avoid risks, family business--> decision making team, sometimes intuition.

	3
	Reliability and credibility being, empathic skills and technical competency and education ( BSc). Lot of considering and calculating in the decision making process.

	4
	Premium "chat" skills, experience, able as a public performer. Decision making: based on experience and old contracts.

	5
	Owner manager ambition have been driving force, has keep the promises. Decision making: based on experience and sometimes even hit and miss

	6
	Wide and long experience, expert. Avoid risks because of experience and account contracts very well. No intuition anymore, 20 years ago it was different.

	7
	Keep the promises, experience and ability to handle risks, decisions based on experiences and earlier contracts and intuition. 

	8
	Owner manager personal competencies, strong competency about machines. Decision making: based on experiences  and calculation.

	9
	Ambition.  Decisions making: based on experience  and calculation.

	10
	Greed and ambition of owner manager. Demand and supply defines the price level, low level of competition because of high capital costs. Experience and intuition. 

	11
	Good human relation skills, ability to get along with people, strong professional competency, ability to evaluate risks, quick decisions if needed.

	12
	Premium "chat" skills, negotiation skills, ability to take risks, quick decisions based on intuition sometimes, nowadays it has changed to more planning format.

	13
	Keep the promises, honest, fair play. Ability to evaluate risks, decisions based on experience.

	14
	Flexibility, versatile competency.  A lot of calculation and risks evaluating, quick decisions but no intuition

	15
	Believable person because of education (MSc.) A lot of planning and calculation and planning and clearance and discussion.

	Conclusion
	Belief of own competencies or at least emphasis of them, ambition and ability to handle risks. Decision making based on experience and calculation, also intuition. Quite quick decisions.


Appendix 5, The Results of the Questionnaire

The scale is 1 = the most important factor, 5 = the less important factor. 

	Interviewee
	Product
	Service
	Place and Distribution
	Promotion
	Price

	1
	2
	1
	5
	4
	3

	2
	5
	4
	2
	3
	1

	3
	5
	2
	3
	4
	1

	4
	3
	2
	4
	5
	1

	5
	2
	3
	4
	5
	1

	6
	2
	3
	5
	4
	1

	7
	2
	5
	4
	1
	3

	8
	3
	2
	4
	5
	1

	9
	4
	2
	3
	5
	1

	10
	1
	3
	4
	5
	2

	11
	5
	3
	4
	2
	1

	12
	2
	4
	5
	1
	3

	13
	5
	2
	1
	4
	3

	14
	3
	2
	4
	5
	1

	15
	3
	2
	4
	5
	1

	Total
	47
	40
	56
	58
	24


The distribution of different answers.

	Placing
	1
	2
	3
	4
	5

	Price
	10
	1
	4
	0
	0

	Service
	1
	7
	4
	2
	1

	Product
	1
	5
	4
	1
	4

	Place and Distribution
	1
	1
	2
	8
	3

	Promotion
	2
	1
	1
	4
	7

	Total (number of interviewee) 
	15
	15
	15
	15
	15

















New building construction


€ 9,0 billion (47 %) 





Sub-cont.2





Developers, Consultants, Architects








Logistics





Material suppliers





Sub-cont.1





Main contractors





End customers, Government, municipality, building companies, etc.











								      The area


      of SMEs














Investment


€ 2,5 billion (13 %) 





Current repair


€ 1,2 billion (6 %) 





Renovation and Modernisation


€ 6,6 billion (34 %) 





Civil Engineering


€ 3,7 billion (19 %) 





Building construction


€ 15,6 billion (81 %) 





Gross Value of Finnish Construction Industry, € 19,3 billion
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