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Business-to-government (B2G) markets present a substantial sales opportunity for private
suppliers; public procurement alone represent for twelve percentage of gross domestic product
in OECD countries. Despite, literature has focused on public procurement from public buyer’s
perspective in which the private supplier’s or sales organization’s role is to help the public buyer
in the procurement instead of doing active and even proactive sales to their benefit.

This research focused on fulfilling part of the gap in literature by answering to following
research questions: 1) How should the private supplier influence the governmental customer in
pre-tender stage to improve sales 2) What kind of benefits does B2G influencing in pre-tender
stage result in? 3) What kind of prerequisites are there for B2G influencing in pre-tender stage?

The research questions were answered and the research objectives were fulfilled via a
literature review and an empirical study. A B2G sales process was developed based on the
literature by combining theory of public procurement, business-to-business (B2B) sales process,
customer relationship management and modern sales approaches. In the empirical study ten
employees of a Finnish company in IT-service business were interviewed in a qualitative
research form of a theme interview.

The findings of the study show influencing as an integral part of B2G sales in pre-tender
stage. Influencing in pre-tender stage can be split into three levels: strategic, tactical and formal
influencing. Strategic influencing is a continuous activity in which the supplier continuously
advises and consults the customer with a motivation of guiding the customer to a favorable
direction and creating demand. As the public customer initiates the public procurement, the
supplier begins tactical influencing in which the supplier’s focus is in influencing the content of
the upcoming request for quotation (RFQ) to maximize their chances of getting awarded.
Formal influencing refers to buyer-led activities such as market and technical dialogues that are
organized by the buyer before publishing the RFQ. The power of supplier’s influence decreases
as the publishing of the RFQ approaches.

In addition to creating demand and influencing the content of the RFQ, the supplier can
benefit of the interaction and consulting involved in the influencing by improving their image,
anticipating resource needs, getting to know the customer and in an individual-level the
perception of the influencer’'s expertise can improve. However, especially the directly sales-
related benefits are hard to distinguish as one’s own since many stakeholders, within and
outside the customer’s organization, try to influence.

The prerequisites for influencing relate to individual and organizational level customer
relationship management (CRM) and technical expertise. Influencing happens in an individual-
level and having trust-based relationships with customer’s key contacts is crucial for influencing
to succeed. Two distinctive influencer roles were distinguished: an enabler and an expert.
Enabler owns the key contacts and has the ability to arrange meetings with customer’s
decision-makers and influencers. Expert has the technical expertise, which is needed for
establishing credibility. Organizational-level relationship merely has a supporting role in
influencing.

The study contributes to the sales literature by showing that B2G sales has very similar
characteristics to B2B sales as suppliers form long-term relationships and partnerships with
governmental customer. The study also adds to the literature of early supplier involvement (ESI)
in service specification by providing a framework of influencing in pre-tender stage for cross-
industrial use.
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Julkinen hankinta on merkittdva myyntimahdollisuus yksityisen sektorin toimijalle. Julkinen
hankinta yksindan muodostaa 12 prosenttiyksikén osuuden OECD maiden
bruttokansantuotteesta. Siita huolimatta kirjallisuus on keskittynyt I&hinna julkisen ostajan
nakodkulmaan, jossa yksityisen sektorin toimittajan rooli on auttaa julkista ostajaa hankinnassa,
eika tehda aktiivista myyntia omaksi edukseen.

Taman tutkimuksen tarkoitus oli tdydentaa kirjallisuutta vastaamalla seuraaviin
tutkimuskysymyksiin: 1) Miten yksityisen sektorin toimittajan tulisi vaikuttaa julkiseen
asiakkaaseen ennen tarjouspyynnon julkaisua kehittddkseen myyntiansa? 2) Millaisia hyotyja
yksityisen sektorin toimittaja voi saavuttaa vaikuttamalla julkiseen asiakkaaseen ennen
tarjouspyynnén julkaisua? 3) Millaisia edellytyksia yksityisen sektorin toimittajalla on oltava
vaikuttaakseen julkiseen asiakkaaseen ennen tarjouspyynndn julkaisua?

Tutkimuskysymyksiin vastattiin kirjallisuuskatsauksen ja empiirisen tutkimuksen avulla.
Myyntiprosessi julkiselle asiakkaalle muodostettiin yhdistdmalla teoriaa julkisesta hankinnasta,
yksityisen sektorin toimijoiden valisestd myyntiprosessista, asiakassuhteen hallinnasta ja
moderneista myyntitavoista. Laadullisessa empiirisessa tutkimuksessa haastateltiin
teemahaastattelun muodossa kymmenta tyontekijaa, jotka tydskentelevat Suomessa toimivassa
IT-palveluita tarjoavassa yrityksessa.

Tulokset osoittivat, ettd julkiseen asiakkaaseen vaikuttaminen on olennainen osa myyntityota
tarjouspyynnon julkaisua edeltavassa vaiheessa. Vaikuttaminen voidaan jakaa kolmeen tasoon:
strategiseen, taktiseen ja viralliseen vaikuttamiseen. Strateginen vaikuttaminen on jatkuva
aktiviteetti, jossa toimittaja neuvoo ja konsultoi julkista asiakasta ohjatakseen asiakasta
toimittajalle mieluisaan suuntaan ja luoden kysyntaa. Kun julkinen asiakas aloittaa
hankintaprosessin, toimittaja aloittaa taktisen vaikuttamisen, jossa vaikutustyd kohdentuu
tulevaan tarjouspyyntddn. Toimittaja pyrkii ndin maksimoimaan mahdollisuutensa voittaa tuleva
hankinta. Virallinen vaikuttaminen viittaa julkisen ostajan jarjestdmiin vuoropuheluihin, joita
jarjestetdan ennen tarjouspyynnon julkaisua. Tulokset osoittavat, ettd yksityisen sektorin
toimittajan vaikuttamisen teho laskee tarjouspyynnén julkaisun lahestyessa.

Kysynnan luonnin ja tarjouspyyntd6n vaikuttamisen lisaksi yksityisen sektorin toimittaja voi
hybtya vaikuttamiseen kuuluvasta vuorovaikutuksesta ja konsultoinnista parantamalla omaa
imagoansa, ennakoimalla resurssitarpeita ja tutustumalla asiakkaaseen. Yksil6tasolla asiakkaan
kasitys vaikuttajan osaamisesta voi myds parantua. Kuitenkin vaikuttamisen suoria
myyntihy6tyja on vaikea erottaa toimittajan omaksi, koska monet julkisen asiakkaan sisaiset ja
ulkoiset sidosryhmat koittavat vaikuttaa.

Vaikuttamisen edellytykset voidaan kategorisoida yksil6- ja organisaatiotason
asiakassuhteisiin seka teknisen osaamiseen. Organisaatioiden valiselld asiakassuhteella on
vaikuttamisessa ainoastaan vaikuttamista tukeva rooli. Vaikuttaminen tapahtuu paaasiassa
yksilétasolla ja luottamuksellisia yksilétason suhteita asiakkaan avainhenkildiden kanssa
tarvitaan onnistuneeseen vaikuttamiseen. Avainkontaktien haltijalla on mahdollistajan rooli.
Mahdollistaja on asemassa, jossa han voi sopia tapaamisia julkisen asiakkaan
paatostentekijdiden ja vaikuttajien kanssa. Yksilotason teknista osaamista tarvitaan
uskottavuuden luomiseksi. Asiantuntijaroolissa olevalla on teknista osaamista, mutta
mahdollistajan ja asiantuntijan roolit voivat olla samalla henkil6lla.

Tutkimus taydentaa nykyistad myyntikirjallisuutta osoittamalla, etta julkiselle sektorille
myynnissad on monia samankaltaisuuksia yksityisen sektorin valiseen myyntiin kuten
pitkaaikaiset asiakassuhteet ja kumppanuudet. Tutkimus my0s tukee kirjallisuutta toimittajan
aikaisesta osallistuttamisesta tarjouspyynt6a edeltdvaan vaiheeseen tarjoamalla vaikuttamisen
viitekehyksen poikkitoimialaiseen kayttoon.
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1.INTRODUCTION

1.1 Background

Public procurement represents a huge opportunity for private suppliers accounting for
twelve percentage of gross domestic product in OECD countries (OECD 2021) and
globally approximately 1,3 trillion euros (European Commission 2021a). Furthermore,
governmental and public bodies are regarded as reliable customers who provide a sta-
ble flow of demand throughout recessions and are very unlikely to get bankrupted (Wil-
liams & Smellie 1985; Loader 2007). Still, no extensive research has been made on
business-to-government (B2G) sales although they represent lucrative customers for

private businesses.

One reason behind the lack of research can be that in B2G private businesses are re-
garded as suppliers who answer to the demand impulse of the governmental or public
customer and do not do proactive sales. Contrary to private procurement, public pro-
curement is very highly regulated; in Finland public authorities are regulated by Public
Procurement and Concession Contracts Act of Finland and European Union’s Directive
2014/24/EU on public procurement depending on the value of the procurement. The
regulation requires public authorities to treat all suppliers equally and transparently so
that each supplier is given the same information and no suppliers are favoured over
others. Hence, a quick conclusion is that proactive sales work does not work in the

B2G setting, which might explain the lack of research in B2G sales.

Public procurement can be split into three stages: pre-tender, tender and post-contract
award (McKevitt & Davis 2015). In the pre-tender stage the public authority prepares
for the procurement by scanning the market and engaging with potential suppliers.
Tender stage begins as the request for quotation is published after which the buyer-
supplier interaction becomes formal and procedural (Callender & Matthews 2004).
Thus, proactive sales activities have to be conducted in the pre-tender stage since the

buyer-supplier interaction is not restricted then.

Both buyer and supplier have their own motivations to interact in the pre-tender stage.
Early supplier involvement (ESI) is a procedure in which the buyer relies on one or sev-
eral suppliers to co-operate in, for example, new product development (Trent 2008, p.

222). ESl is a phenomenon also in service specification (Axelsson & Wynstra 2002)



and public buyers conduct ESI in specifying the RFQ in the pre-tender stage (Holma et
al. 2020). Public buyer’s motivation in ESI in the pre-tender stage is to get access to
the industry knowledge to draw a better RFQ specification (Uyarra 2010). ESI happens
in a form of a market survey which can include market and technical dialogues. In mar-
ket dialogue the buyer can consult interested suppliers to provide information of their
solutions and perceptions on the future procurement (Kontio et al. 2017, p. 92). In tech-

nical dialogue the focus is more on the content of the RFQ (Holma et al. 2020).

The supplier also has its motivation to engage with the public buyer in the pre-tender
stage. Singh et al. (2013) recognized that one motivation of the supplier is to influence
the RFQ specification to their own benefit and, thus, improve the chances winning. .
Lindholm et al. (2019) discussed the challenges of procuring value for money (VfM) in
public procurement and the case company of the research tried to convince the public
buyer to specify the RFQ in a way that would benefit both parties. For the supplier to
influence the public customer, there has to be a trustful buyer-supplier relationship in
place (Singh et al. 2013).

1.2 Research questions and objectives

Literature recognizes that public buyers engage with private suppliers in the pre-tender
stage of public procurement. Holma et al. (2020) studied the engagement from ESI
point of view and discussed that how the public buyer should involve the supplier
meaningfully to succeed in the procurement. Literature has also studied the supplier’s
motivation of engaging with the public buyer in the pre-tender stage. The study of
Singh et al. (2013) and Lindholm et al. (2019) recognized that private suppliers try to
influence the specification of the RFQ in the pre-tender stage to get awarded.. How-
ever, the existing literature has only discussed the supplier's motivation to influence the
content of the RFQ and no studies have been made on the actual process of influenc-
ing the public customer in the pre-tender stage. In addition, the benefits and prerequi-

sites for influencing a public customer are in need of research.

To fulfill the part of the gap in sales literature, this thesis answers to the main research

question: How to influence a public customer in the pre-tender stage to improve sales?



In addition to the main research question two additional research questions will be an-

swered to study the benefits and prerequisites of influencing a public customer. The re-

What kind of benefits What kind of
Research subguestions does B2G influencing prerequisites are there in
resultin? B2G influencing?

How to influence a public customer
Main research question in pre-tender stage to improve
sales?

Figure 1: Research questions and objectives
search questions have been visualized in Figure 1.

Building on top of the studies by Singh et al. (2013) and Lindholm et al. (2019), this the-
sis answers to the following research subquestion: What kind of benefits does B2G in-
fluencing result in? Singh et al. (2013) and Lindholm et al. (2019) recognized the possi-
bility to influence the content of the RFQ to maximize the opportunities of getting

awarded.

In order to study the premises of successful B2G influencing, following research ques-
tion will be answered: What kind of prerequisites are there in B2G influencing? Singh et
al. (2013) recognized that influencing a customer requires a long-term and trust-based

buyer-supplier relationship.

To answer the research questions a thorough literature review is made to discuss pub-
lic procurement, B2B and B2G sales and ESI on basis of which a preliminary frame-

work is formed. The following empirical study will provide insights of B2G influencing.

1.3 Research process and methodology

The study was done using an abductive research approach which is an approach
where the study starts with theory, goes back to data and ends up to the theory
(Suddaby 2006). Similarly, this thesis begins with a literature review followed by an em-
pirical study and, lastly, the results of the empirical study are discussed in relation to
the literature review. The abductive approach is a commonly used research approach

in the management literature (Saunders et al. 2016, p. 148).



The research process was initiated in November 2020 when the author approved the
job offer from a Finnish subsidiary of a global information technology (IT) service pro-
vider (later referred to as “the case company”). Although the job began in January 2021
the finding of the topic started before the contract with the management of the case
company. The business unit, in which the author worked, handled governmental cus-
tomers and the top management had lately emphasized the importance of influencing
the customers. Thus, the topic of the thesis was chosen and the case company’s moti-
vation was to raise their awareness and competencies in influencing a public customer
to improve sales. A case study was chosen as a research strategy, which is an in-
depth inquiry into a topic in a real-life setting (Yin 2014). Underlying Figure 2 visualizes
the research process.

Analysis, discussion and

conclusions N E—
Data B
Interviews —
Designing empirical research —

Literature review I 1

imi i iews I
Preliminary interviey

Finding topic I 1

» Time
Mov20 Dec20 Jan21 Feb21 Mar21 Apr21 May 21 Jun21  Jul 21
Figure 2: Research process

To raise expertise on the topic, preliminary interviews were held at the end of January
2021 with the key account managers of the author’s department. The preliminary inter-

views gave valuable information about influencing a public customer.

The literature review began immediately as the topic was chosen and the preliminary
interviews gave information on what areas of literature should be covered in the litera-
ture review. It was quite quickly found out that the literature regarding influencing a
public customer was not easy to find and the topic was in general relative new to the
literature. The literature review was mostly done in the spring of 2020, but the literature

review was apparent during almost the whole research process.

Most of the literature review was finished by April 2021 and the author began actively
to design the empirical research in terms of research methods. The author assumed
that a query or a structured interview would not reveal the stories, examples and
knowledge of the employees. The author also wanted the data collection to be flexible
since the author knew that he would not be able to ask all the right questions immedi-
ately. Thus, a data collection method of theme interview was chosen. In theme inter-

views the themes are pre-determined, but the questions can be varied depending on



the situation (Valli & Aarnos 2018, p. 29). The author formed initial themes and initial

questions for each theme. The interview structure is presented in Appendix A.

After deciding the methodology and planning the interview structure, the author started
to book interviews with the employees of the case company. The interviews began at
the end of April and the last one was held at the end of May. The interviews were held
via Teams — collaboration tool due to the COVID-19 pandemic. One hour was booked
for each interview, although one and a half hours would have been ideal. However, the
tight working schedule of the case company’s employees had to be respected. The au-
thor reached out to the interviewees via calendar invitation in which the study and the
interview themes were explained briefly. Thus, the interviewees had a possibility to pre-
pare for the interview and supplying relevant information, such as interview themes,

prior to the interview is also seen as a way to awake credibility (Saunders et al. 2019).

All the interviews were recorded and the author re-listened all the interviews and made
detailed notes of every interview. Based on the interviews the author wrote the rest of
the thesis during the early summer of 2021. The first version of the thesis including all

the chapters was returned at the end of June 2021.

1.4 Structure of the thesis

The thesis is divided into seven chapters. The content and objectives of the chapters

are as follows:

1) Chapter 1 introduces the phenomenon and background of the study. In addi-

tion, the research process and methodology are presented

2) Chapter 2 introduces what procurement is in general. It discusses the main
characteristics of public procurement, regulation in public procurement and the
main differences compared to private procurement. The main objective of the

chapter is to form a public procurement process.

3) Chapter 3 first discusses sales in B2B context covering sales process, buyer-
supplier relationship, different sales approaches and an evolved sales process.
The information is of B2B sales and public procurement is then applied to form

a B2G sales process, which is the main objective of the chapter.

4) Chapter 4 first discusses ESI in B2B context in new product development
(NPD) and in service specification. The use of ESI in service specification in
public procurement and the data from previous chapters are used to form the

preliminary framework



5) Chapter 6 introduces the case company and the data that was gathered in the

empirical study.
6) Chapter 7 discusses the main findings and results of the study.

7) Chapter 8 concludes the thesis.



2.PUBLIC PROCUREMENT

2.1 Procurement

Van Weele (2018, p. 7) defines procurement as “the management of the company’s ex-
ternal resources in such a way that the supply of all goods and services, capabilities
and knowledge which are necessary for running, maintaining the company’s primary
and support activities is secured at the most favorable conditions covering the materi-
als, information and money flow up to the point of consumption”. Purchasing and pro-
curement are often regarded to be the same and they are often used in similar situa-
tions, but the common perception is that procurement is the totality of the activities to
provide a company with the goods and services it requires but does not produce itself
(lloranta & Pajunen-Muhonen 2015, p. 50). The focus of purchasing and procurement
are somewhat different as purchasing focuses more on cost and functionality whereas
procurement focuses on Total Cost of Ownership (TCO) (lloranta & Pajunen-Muhonen
2015, p. 152; Van Weele 2018, p. p. 10), which can, for example, mean transferring the
focus from the investment cost to cost per output. Nowadays procurement is seen as a
function that creates sustainable competitive advantage as a large part of the value
chain is created downstream in the supply chain (lloranta & Pajunen-Muhonen 2015, p.
33).

A supply chain is a path from raw materials to the final product and the activities of a
company in the supply chain can be split into two categories: make or buy, and the pro-
portional relation of making determines the vertical integration of the producers and the
rest are procured (or purchased) from suppliers (Fleming 2019, p. 5; Darr 2020, p. 1).
The share of the supply chain that is not made within the organization is procured from
external suppliers, which Figure 3 visualizes.

Supply chain
(Fleming 2019; Darr 20:20)

L. .
T T
Buy MMake
Procurement

Figure 3: Procurement as a part of supply chain



lloranta and Pajunen-Muhonen categorized 5 main procurement types:

regular production

project-natured

investment

indirect

dealer merchandise.

Procurement can be categorized into five types (lloranta & Pajunen-Muhonen 2015, pp.

59-61). Figure 4 shows the relation of the supply chain, procurement and procurement

types.
Supply chain
| (Fleming 2019; Darr 2020) |
f |
L e
T T Procurement types
Buy Make (lloranta & Pajunen-Muhonen 2015)
i « Regular production
« Project-natured
Procurement » » |nvestment
» |Indirect
« Dealer merchandise

Figure 4: Procurement types in supply chain

First, regular production procurement refers to the materials, subcontracting, and ser-
vices related to regular production. Second, project natured procurement refers to the
materials, subcontracting, and services related to project-based production. Third, in-
vestment procurement is a procurement type that is not usually considered as a pro-
curement but lloranta and Pajunen-Muhonen (2015, p. 61) emphasize it has the same
characteristics with the difference that investments are usually large-scale projects
aimed to gain competitive advantage and thus they get extra attention from the man-

agement.

Fourth, indirect procurement refers to procurements that are not related to the end-
product or —service of the organization. Examples of in-direct procurements are IT sys-
tems and buildings. lloranta and Pajunen-Muhonen (2015, p. 62) add that in many or-
ganizations, indirect procurement consists of over 50 percent of the total procurement
cost. Fifth, dealer merchandise is a procurement type that follows a different logic com-
pared to other procurement groups as dealer merchandise consists of, for example, im-
porting and franchise retail (lloranta & Pajune-Muhonen 2015, p. 65). Dealer merchan-

dise are procurements that are sold as they are bought, without processing.

According to Van Weele (2018, pp. 2-9), the procurement process can be split into two

entities: sourcing and supply. First entity, sourcing, refers to finding the best possible



source for supplying based on the determined criteria. Second entity, supply, begins af-
ter the transaction has been completed. The supply is about managing the received
goods or services. Figure 5 shows the linear procurement process model by Van
Weele (2018, p. 8), which corresponds well with the procurement process models from
other literature sources such as Nieminen (2016, p. 53). More detailed versions of the
procurement process can be found in literature, such as the process by Pekkala & Poh-

jonen (2015, pp. 24-26), but the essence is still the same.

L . Expediting Follow-up
Determining Selecting Contracting Ordering and and
specification supplier evaluation evaluation
-y | »
Ll |

P
<4—

»

Sourcing : Supply

\ Buying }

&
<«

Procurement
Figure 5: Linear procurement process model (Van Weele 2018, p. 8)

First, in determining specification -activity, functional specifications are made with the
help of the supplier. Second, in selecting supplier -activity, a request for quotation is
sent to the pre-qualified suppliers and a supplier is chosen. Third, in contracting -activ-
ity, a contract is made with the chosen supplier. Fourth, in ordering -activity, the order
is made and order routines are established. Fifth, in expediting and evaluation -activity,
the deliverables and performance of the supplier are checked and evaluated. Sixth, in
follow-up and evaluation -activity, the supplier is assessed and rated. Figure 6 shows

the interrelation of supply chain, procurement types and procurement process.

Supply chain
(Fleming 2019; Darr 2020)

. T T

Procurement types

Buy Make {lloranta & Pajunen-Muhonen 2015)
I » Regular production
» Project-natured
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(Van We=sle 2018) « |Indirect
T
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>
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. A

|
T ; T
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"What fo buy "Getting
and who fo what was
confract?” promised”

Figure 6: Linear procurement process model in supply chain
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The definition of who is procuring is troublesome as procurement can be regarded as
all activity for which the company receives an invoice. For terminology purposes, Van
Weele (2018, pp. 26-27) defines the procurement department as the main organ that
carries the procurement operation in the organization. The author adds, that procure-
ment is usually a group effort and the functions and people involved in the procurement
process depend on the product or service complexity and commercial uncertainty. The
people and groups involved in the procurement decision-making process are referred
to as a buying center (Robinson et al. 1967). The size of the buying center varies usu-
ally from five to dozen members (Webster & Keller 2004). Figure 7 visualizes the
needed buying center for different procurements regarding product or service complex-

ity and commercial uncertainty.

Commercial
uncertainty

A TEn

Y

Finance and Cross-functional decision-
administration dominant making
N N
o . Product
o " ign COMplexity
Low /'—-\ /—“\' g

Procurement department
dominant

- S

v

Engineering dominant

/

Low

Figure 7: Buying center types for different procurements (Van Weele 2018, p. 26)

There are two extremities in Figure 7: procurement department dominant and cross-

functional decision making. With low product complexity and commercial uncertainty,

the procurement can be delegated to the procurement department (Van Weele 2018, p.

26). The procurement department can for example be dominant in handling regular

production procurement as no external support is likely needed. The other extremity

with high product and commercial uncertainty is the cross-functional decision-making,

in which business leaders and financial managers are actively involved (Van Weele

2018, p. 26). Investments or strategically important in-direct procurements could be ex-

amples of procurement that require cross-functional decision-making in their buying

centers. Finance and administration dominant and engineering dominant buying cen-

ters represent procurements with either high commercial uncertainty or high product

complexity so either financial people or engineers are needed to support the procure-

ment department, but not both.
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In addition to the different types of buying centers, there are also several different roles

in buying centers (Robinson et al. 1967):
e initiator
e user

e influencer

e decider
e approver
o buyer

e gatekeeper.

First, initiator is the one in the organization who can request something to be procured.
Second, user is the person who uses the product so often they also act as an initiator
and help in defining the requirements for the procurement. Van Weele (2018, p. 27)
adds that users usually have a lot of influence on the specification and selection of the
product. Third, influencer can have an impact on the buying decisions and they can for
example be experts of the product technology. The advice and effect of influencers can
be either solicited or unsolicited. Fourth, decider decides on product requirements or
suppliers. In some cases, the decider can be a designer who can write the specification

towards a preferred supplier due to past positive experiences.

Fifth, approver is the one who can authorize the proposed actions. Sixth, buyer has for-
mal authority in selecting the supplier and negotiating the contract. According to Van
Weele (2018, p. 27), in smaller companies, the buyers can be the same individuals as
users. Furthermore, buyers are responsible for conducting the procurement process.
Seventh, gatekeeper can allow and deny information flow in the organization. A gate-
keeper could for example be a procurement agent who gets to choose whether to con-
vey the message of the salesperson forward or not. In some cases, the buyer can be a
gatekeeper with the power to decide whether to share some supplier information within
the organization or not. Webster and Wind (1972) emphasize that the roles are not
unique; multiple people can have the same role and the other way around, one person

can have multiple roles.

As different individuals with differing opinions, status, and authority are in charge of the

procurement, it is quite natural that there are conflicts of interest (Kotler et al. 2016, p.
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269; Van Weele 2018, pp. 26-27). The engineers are interested in the product perfor-
mance, some want the ease of use, finance people are interested in the cost, and the

procurement department is interested in operating and replacement costs.

Different roles and motives in the buying center raise the question of who is actually
buying. Webster and Keller (2004) claim that ultimately the individuals make buying de-
cisions, not organizations. The claim of the authors is based on the fact that personal
needs motivate people and that one of the two main motivations of buying is to obtain
individual achievements and rewards. According to the authors, another main motiva-
tion is to solve the organization’s economic and strategic problems. Nevertheless, the
buying motivation is a mix of serving the organization and own interests. Figure 8 pre-
sents the broad procurement model that summarizes the main concepts of procure-

ment.

Supply chain
(Fleming 2018; Darr 20:20)
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Figure 8: Broad procurement model

Procurement a vast entity that nowadays represents a large share of the supply chain
and create competitive advantage (lloranta & Pajunen-Muhonen 2015, p. 33). The pro-
curement process is split into two entities: sourcing and supply (Van Weele 2018, p. 8).
Buying center is the decision-making unit in the procurement process (Robinson et al.
1967).
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2.2 Public procurement

Procurement can be split into private and public procurement. Private procurement is
business-to-business (B2B) where in public procurement the transactions happen be-
tween a public authority and a private supplier. The main difference between private
and public procurement is that the tendering process of public procurement is defined
by law and directives whereas in the private sector the tendering process isn’t regu-
lated by legislation (Van Weele 2018, p. 122). Another major difference is that private
buyers can make choices intuitively, but public buyers must seek to objectivize their de-
cision-making in procurement (Kiiver & Kodym 2015). Furthermore, the objective of
buying is different; in private businesses procurement is seen as a source of competi-
tive advantage and the objective is to maximize the total profit whereas in public pro-
curement the objective of procuring is to support the public authorities and to execute

social-economic policies (Wang & Bunn 2014)

Before defining what public procurement is, it is good first to define the scope of public
procurement. According to Van Weele (2018, p. 121), public procurement refers to the
procurement of public authorities, such as states and municipalities, that are governed
by public law. In addition, public utility sector, which consists of for example public

transport and water control, is not under the same regulation. In Finland public authori-

ties are defined as a body corporate (Kontio et al. 2017, p. 47):
¢ who are mainly financed by public authorities,
¢ who are managed under the regulatory control of a public authority, or

e of whose administrative, managerial, or regulatory organs a public authority

appoints more than half of the members

Uyarra and Flanangan (2010) define public procurement as the acquisition of goods
and services by government or public sector organizations. The general definition is es-
pecially suitable for procuring products or services that are already in the markets and
the price and performance information is available for the procurer (Edquist et al. 2000,
p. 5).

Arrowsmith et al. (2000, pp. 8-9) claim that due to the large economic impact, public
procurement influences many different stakeholders. The authors add that in the center
of all stakeholders is the source of funding for public procurement, usually the taxpay-
ers. Thus, the authors conclude that it is of every taxpayers’ interest to secure the best
possible value for money (VfM) in the way public procurement is conducted. In practice

VfM means awarding the quote with the best price-quality ratio instead of awarding the
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quote with the lowest price (Dimitri 2013; Kiiver & Kodym 2015). McKevitt and Davis
(2015) state that VfM aims to award the Most Economically Advantageous Tender
(MEAT) which is the most advantageous tender in terms of price, quality, environment

and society.

Quotes can be evaluated based on (Kontio et al. 2017, pp. 218-223):
e cheapest price
¢ |owest cost
e quality-price ratio (MEAT).

First, cheapest price favours the tender with the lowest price. Second,, lowest cost fa-
vours the tender with the lowest cost, for example, lowest TCO. Third, the quality-price
ratio is the most commonly used evaluation way for other than goods. With the quality-
price ratio the public authority chooses the weights for quality and price and the total
points for a supplier consist of the weighted points of price and quality. The quality is
evaluated using choice criteria, and more precisely, minimum requirements and evalu-
ation criteria. The minimum requirements should be fulfilled to participate in the tender
and evaluation criteria are then used to score the suppliers. Two models are used in

the scoring of evaluation of price and quality criteria (Kontio et al. 2017, pp. 218-223):

e The cheapest price gets full points and the other prices are scored in relation to
the cheapest price using the formula: cheapest price * total points / comparative

price

e The cheapest price gets full points and the highest price gets the no points and
the other prices are set linearly in between the two points (lowest and highest

prices) proportionally to the price differences.

In the search for MEAT, the public organizations conduct a call for tender to reduce the
collusion between the public organization and private businesses, and to ensure fair
treatment for all supplier candidates (Mamavi et al. 2015). The procedure of call of ten-
der lies on four main organizing principles (Kontio et al. 2017, p. 105; Van Weele 2018,
p. 123):

¢ Non-discrimination
e Equality
e Transparency

e Proportionality.
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First, non-discrimination should grant access to government contracts for every sup-
plier, regardless of their nationality or country (Van Weele 2018, p. 123). The non-dis-
crimination principle does not allow to evaluate suppliers based on former contracts nor
based on product name or brand (Kontio et al. 2017, p. 29). The only exception is that
the public authority can set language requirements with certain justification (Kontio et
al. 2017, p. 29; Van Weele 2018, p. 123). Second, equality relates to the previous prin-
ciple of non-discrimination as it should grant that each supplier is treated similarly and

that each supplier is given the same information (Van Weele 2018, p. 123).

Third, transparency holds that public authorities publish the procurement notice well in
advance, the procurement decision is available for each supplier and that, in general,
all documents are mainly public (Kontio et al. 2017, p. 29). The principle of transpar-
ency also states that the procurement procedure should be published upfront (Van
Weele 2018, p 123).

Fourth, proportionality states that the requirements, conditions, and choice criteria are
reasonable and in balance with the scope, features, and volume of the procured prod-
uct or service (Kontio et al. 2017, p. 30; Van Weele 2018, p. 124). The public authority
cannot, for example, require the supplier to have experience of building skyscrapers in
case the construction procured is a small cottage. The idea of tendering and living up
to the principles is to guarantee the effective use of taxpayers’ money and to give eve-

ryone an equal opportunity to race for the tenders (Pekkala & Pohjonen 2015, p. 22).

Public procurement does not just affect the citizens but also the contractors. Some
companies are heavily dependent on public procurement. Taking the defense industry
as an example, where the only customer is usually the government although in the de-
fense industry it is common for the contractor to supply for foreign governments as
well. Arrowsmith et al. (2000, pp. 9 & 11) claim that the government also can choose
contractors that fulfill its social and environmental goals and, thus, for example, pro-
mote green development or the development of disadvantaged ethnic groups. The
studies regarding the power of green procurement show that public procurement can
make a difference in driving new innovations. For example, the study of Alvarez and
Rubio (2015) concluded that the inclusion of carbon footprint in the Green Public Pro-

curement initiative has acted as a strong stimulus for green innovations.

The understanding of budget management in the governmental sector is crucial in or-
der to better understand public procurement. Van Weele (2018, p. 124) states that in
some countries the ministries need to spend the budget within the year in which it is al-

located to them. In those types of countries, ministries are very eager to issue extra
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contracts at the end of each year as not using the whole budget might result in a lower
budget for the next years to come. Furthermore, another interesting factor in govern-
mental budgeting is that budgets for investments and exploitation are separated which
drives the contracting authority not to think of the operating expenses when considering
an investment. Hence, the concept of Total Cost of Ownership (TCO) related to pro-

curement, in general, can be troublesome in public procurement.

Val Weele (2018, p. 124) says that technical experts, legal specialists, and policymak-
ers form the buying center in public procurement. Also, legal specialists have an espe-
cially large role, as the tendering process is much more subject to legal regulation than
in the private sector. The procurement experts usually locate low in the organization
and usually have limited visibility to the top management (Val Weele 2018, p. 124). The
low visibility between procurement experts and top management can result in a situa-
tion where the decision-makers and experts do not communicate regularly. There are
some situations where a centralized procurement unit, for example, Hansel in Finland,
does the procurement on behalf of a public authority, which mixes the concept of a
clear buying center. The use of a centralized public procurement unit has become in-
creasingly more popular during past years (Keranen 2017). The study of Keranen
(2017), Uenk and Telgen (2019) and Holma et al. (2020) introduced a triad stakeholder

setting of public procurement, in which there are three stakeholders:
e End customer
e Centralized procurement unit
e Supplier(s).

First, end customer consists of those who use what the centralized procurement unit
buys and influence the specification process (Giunipero & Pearcy 2000). The definition
corresponds well with the buying center role of the user of Kotler et al. (2016, pp. 268-
269) and Van Weele (2018, p. 27). Second, centralized procurement unit refers to the
centralized procurement department of a public authority that is also responsible for
carrying out the public procurement process (Keranen 2017). The focus of the procure-
ment unit is in conducting the procurement process in a legal and formal manner with a
focus on contractual items (Holma et al. 2020). Third, supplier is a private institution
that is bidding for the tender. Two different stakeholder settings from the literature are

presented in Figure 9.
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Dual stakeholder setting Triad stakeholder setting

Procurement unit

Supplier(s) ®—————————* End customer

Supplier(s) End customer

Figure 9: Dual and triad stakeholder setting in public procurement (Holma et al. 2020)

In the triad stakeholder setting of one can conclude that the core of the buying center
consists of an end customer and a possible centralized procurement unit. In Finland,
Hansel is an example of a centralized procurement unit that carries out the procure-
ment procedure on behalf of the end customer, resulting in a triad stakeholder setting.
In case the end customer also carries out the procurement there is a dual stakeholder

setting.

2.3 Public procurement regulation in Europe

European Union has its own directive that states the way public procurement should be
conducted in its member countries. The directive 2014/24/EU on public procurement is
the latest directive concerning public procurement by European Union although some

updates have been made since.

Article 4 in the procurement directive (2014/24/EU) states certain thresholds for the dif-
ferent contract types. The thresholds are updated every two years based on the Agree-
ment on Government Procurement (GPA) (Pekkala & Mikkonen, p. 34). If the highest
estimated value of the contract is equal to or greater than the threshold, the directive
shall be applied and the request for quotation has to be raced EU-wide. These sorts of
procurements are so-called EU-procurements. The thresholds for the two main contract
types presented in the bottom of Figure 10 are from the update made at the beginning
of 2020. The thresholds differ between different contract types that are (2014/24/EU,;
Becker et al. 2019):

e public works contracts
e public supply contracts

e public service contracts
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e subsidized services.

First, public works contract is defined as the execution, or both design and execution of
a work, for example, building or civil engineering works. Second, public supply contract
is for example a purchase, lease, rental, or hire-purchase with or without the option to
buy, of a product. Third, public service contract consists of the other public contracts
than public works or supply works, for example, a consultancy. Fourth, subsidized ser-
vice contract is a service contract that is subsidized by procuring authority by more

than 50 percentage of the estimated value.

In addition to the regulation of the European Union’s directives, member countries have
their own legislation for public procurement as well. For example, The Public Procure-
ment and Concession Contracts Act of Finland came into force at the beginning of
2017, and the law is based on the directives of the European Union and the Govern-

ment Procurement Agreement of World Trade Organization (Kontio et al. 2017, p. 27).

Public Procurement and Concession Contracts Act of Finland has its own thresholds
that are presented in the bottom of the underlying figure. Figure 10 also states the used
governance for different contract values. The act is applied for procurements that fall
between the thresholds of the 2014/24/EU directive and the Public Procurement and
Concession Contracts Act (Kontio et al. 2017, p. 28). These kinds of procurements are
so-called national procurements. The act is not applied for procurements under the na-
tional thresholds, small procurements, but the principles of the public procurement —
non-discrimination, equality, transparency, and proportionality — have to be followed
nonetheless (Public Procurement and Concession Contracts Act 1397/2016; Kontio et
al. 2017, p. 28).

Principles
(Kontio et al. 2017, Mon-discrimination Equality Transparency Proportionality
Van Weele 2018)
Governance | Obeying principles of ngggepsr:gﬁ’ggm‘a;’;d Directive 2014/24/EU on
public procurement act public procurement
Estimated
»  value of
L ) contract
T T T
Small MNational EU-
procurement procurement procurement
National EU
thresholds thresholds
(Kontio et (Directive
al. 2017) 201424/EU)
Public works
contraacts EUR 150 000 EUR 5 350 000
Public supply and EUR 60 000 EUR 139 000
service contracts

Figure 10: Public procurement principles and governance in Finland
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The thresholds of the European Union’s directive and Public Procurement and Conces-
sion Contracts Act determine the possible procedures for public procurement. Accord-
ing to Kontio et al. (2017, pp. 105-106), for public procurements under the national
thresholds of Finland, so-called small procurements, no tendering process is needed.
The authors add that for procurements in between the national and European Union’s
thresholds the contracting entity can freely choose the procurement procedure which
can for example be a mix of EU-procurement procedures. For procurements that sur-
pass the thresholds of the European Union the Directive 2014/24/EU is applied and the
used procurement procedure has to be chosen from the defined procedures in the Di-

rective.

Figure 11 visualizes the entity of public procurement regulation in Finland consisting of
the principles of public procurement, governance and procurement procedures availa-
ble.

Principles

{Kontio et al. 2017; Non-discrimination Equality Transparency Proportionality
Wan Weele 2018)
Public Procurement and

1 irecti 124f
Concession Contracts | LBz iTE L - i BN

public procurement

Governance Obeying principles of E
public procurement i

Available s Small procurement i- Can be freely chosen E- Open
procurement ! ! « Restricted
procedures | 1 » MNegotiated
(Kantio st 2l 3017 | i » Competetive with negotiation
"an Wesle 2048) : i « Innovation partnership
' ! 1 » Direct procurement
i i » Frame agreement Estimated
| | *  value of
contract
L J
T ‘:L T ‘:L T
Small i Mational | EU-
procurement i procurement g procurement
i i
Mational EU
thresholds thresholds
(Kontio et (Directive
al. 2017) 2014/24/EU)
Public works
contracts EUR 150 000 EUR 5 350 000
Public supply and EUR 60 000 EUR 139 000
service contracts

Figure 11: Available procurement procedures in Finland

The idea of the above figure is to visualize what sort of regulation has to be taken into
account with a certain estimated value of the contract. In case the estimated value of
the procurement is under the national threshold, the regulation is very light although the
principles of public procurement have to be obeyed. Public Procurement and Conces-
sion Contract Act governs national procurements that have to be raced but the procure-
ment procedure can be freely chosen which gives freedom to the procuring authority.
EU-procurements are very strictly regulated and the procuring authority has to race the

tender using one of the procedures in the Directive.
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2.4 Process of public procurement

Although the procurement procedure makes a difference (Kontio et al. 2017, p. 158),
the process of public procurement still has a formula that it follows. The public procure-
ment process can be split into activities that form stages. Directive 2014/24/EU splits
the public procurement process into three stages: preparation, publication & transpar-
ency and choice of participants, and award of contracts. A slightly more generalized di-
vision of stages by McKevitt and Davis (2015) is following: pre-tender, tender and post-
contract award, which is the used terminology in this thesis. The public procurement
process definitions by llokari & Pajunen-Muhonen (2015, p. 385) and Van Weele
(2018, pp. 134-137) also correspond with the division of stages by McKevitt & Davis
(2015). The literature review of public procurement research by Patrucco et al. (2017)
identified 10 separate activities that can be connected to the stages of McKevitt and

Davis (2015). Table 1 below describes the activities and stages.
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Table 1: The activities and related stages of the procurement process (McKevitt
& Davis 2015; Patrucco et al. 2017)

Activity Description of activities Stage
Budget and demand man- Planning of procurement needs and Pre-tender
agement specifications
Definition of requirements Definition of technical properties and
characteristics
Supplier scouting Scanning the supply market for available
solutions and qualifying suitable suppli-
ers ready to fulfill the buying need
Bid design Preparing and processing main pro-
curement document
Bid evaluation and supplier | Establishing choice criteria for evalu- Tender

selection

Negotiation and awarding

Contract management

Order management

Supplier relationship man-

agement

Vendor rating

ating the submitted bid and selecting

the suitable supplier

Defining the contract awarding to the
supplier and eventually further discus-

sion of terms and conditions

Preparing the contract for execution, es-
tablishing a legal and binding agree-

ment

Following activities related to the or-

der-delivery cycle

Managing interactions and interfaces
with suppliers during the duration of
the contract

Evaluating supplier performance

Post-contract

award

The public procurement activities by Patrucco et al. (2017) lack essential activities and

the order of the activities can be questioned. For example, establishing choice criteria
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has to be done before processing the main procurement documents such as the RFQ
since the awarding criteria are published as a part of the RFQ (Kontio et al. 2017, p.
204). In addition, the activities by Patrucco et al. (2017) lack essential milestones and
activities presented by Kontio et al. (2017) such as RFI, RFQ and procurement deci-
sion. A new public procurement process model is needed to fill the gaps and limitations
of Patrucco et al. (2017). The public procurement process model below in Figure 12 is
a combination of the activities presented in the literature review by Patrucco et al.
(2017), the book of Kontio et al. (2017) and the study of Holma et al. (2020). The
stages of McKevitt and Davis (2015) have also been applied. The rectangles in Figure

12 with multiple activities present a time when multiple activities are on simultaneously.

Milestones &
documents

Procurement notice? Ll |Budget and demand management1|

Market survey®

Japua)eld

Bid design’

______ RFQ® \.- )
Receiving quotes -~ N
Procurement decision® | | [ Supplier setection E
@
Contract® | Negotiation and awarding! | -

““““““““““ [ A
4 N\ T
3
Contract management’ ]
Order management’ =
Supplier relationship management’ g
Vendor rating’ o
&
o e

v
Time

'{Pafrucco et al. 2017)
2{Kontio et al. 2017)
3(Holma et al 2020)

Figure 12: Public procurement process

In the pre-tender stage, the goal of the public authority is to develop a value-creating
and legally correct service or product specification in a form of RFQ. As in the B2B pro-
curement process, public procurement starts with identifying the procurement needs
and budgeting the procurement (Patrucco et al. 2017). The ideal is that the demand
management is driven by the end customer (Holma et al. 2020). Roughly at this phase
of the process, the public buyer publishes a procurement notice which, depending on
the estimated contract value, is published in EU’s Tenders Electronic Daily - system
(TED) and in a national system, such as Hilma in Finland (Kontio et al. 2017, p. 161).

As the public authority prepares for the tendering they can perform a market survey as
a part of the supplier scouting activity in which they consult external sources in scouting

the available solutions in the market and possible suppliers (McKevitt & Davis 2015;
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Public Procurement and Concession Contracts Act § 65). As a result of successful de-
mand management and market survey preliminary specifications are created (Holma et
al. (2020). As a part of the market survey, the public authority can also arrange market
and technical dialogues and RFI in where the public authority can discuss the available
solutions, service or product specification and contractual items with the suppliers (Van
Weele 2018, p. 38; Holma et al. 2020). Officially, the market survey is the first activity
where suppliers are involved in the process. As a part of the market survey, the public
authority might ask for workload and cost estimates (Kontio et al. 2017, p. 93). As visu-
alized in Figure 12, the formation of the bid design is on simultaneously with the market
survey. With the information gathered the public authority should be able to publish the
RFQ. An RFQ consists of the description of the procurement, choice criteria and the

contract terms (Kontio et al. 2017, p. 205).

The tender stage begins after the RFQ is published. As the tendering stage begins the
informal communication with suppliers changes to a more formal and procedural form
as the regulation of tendering process steps in (North; Callender & Matthews, cited in
McKevitt & Davis 2015). After publishing the RFQ, the suppliers are given a timeframe
during which they can submit questions regarding the RFQ to which the public authority
will answer and the RFQ can be modified if the public authority chooses to do so (Kon-
tio et al. 2017, p. 240). Nevertheless, as the tender stage is on all the questions and
answers are sent to every supplier in order to secure an equal treatment for all suppli-
ers. The RFQ also states the deadline for submitting quotes and as the public authority
receives the quotes, they evaluate the quotes based on the choice criteria and publish
a procurement decision where the awarded supplier is stated (Kontio et al. 2017, p.
258). The tender stage ends in contract negotiations between the public authority and

the supplier resulting in signing a binding contract (Kontio et al. 2017, pp. 250-257).

As the contract has been signed, the post-contract award stage begins. Post-contract
award stage consists of simultaneous activities stated in Figure 12. In the post-contract
award stage the main focus is in managing the order delivery according to the contract
(McKevitt & Davis 2015; Patrucco et al. 2017). In post-contract award stage, the buyer-
supplier interaction isn’t restricted by public procurement legislation and can thus be

more unrestricted compared to tender stage (Wang & Bunn 2004).

Underlying Figure 13 presents the comparison of public and private procurement pro-
cesses and summarizes the main distinctiveness of public procurement. Although the
activities of both processes have been distributed evenly in time for comparison pur-

poses, the timing of activities between public and private procurement processes can

vary.
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Figure 13: Comparison of public and private procurement processes

The comparison of public and private procurement processes in Figure 13 shows multi-
ple differences in the processes. The first main difference is in the division of stages as
in private procurement formal tendering is not part of the process. As aforementioned,
in private procurement, the procurement process is divided into sourcing and supply
(Van Weele 2018, p. 8) instead of pre-tender, tender and post-contract award (McKevitt
& Davis 2015). In addition to the difference in terminology, activities in private procure-
ment focus on finding the best-suited supplier (sourcing) and manage the deliverables

(supply) without a mandatory tender stage (Van Weele 2018, pp. 2-8).

Due to the lack of regulation in private procurement, the amount of activities is lower
and the process can be more flexibly adapted to different procurement situations com-
pared to public procurement. For example, a renewal of an annual or frame agreement
might not require such as extensive sourcing-stage as the supplier and buyer have
done business together and no regulation, such as European Union’s public procure-
ment regulation, require to do so. The lengths of the contracts are also not regulated as

in public procurement. Nevertheless, private procurement also aims for contracting the
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best possible supplier as does public procurement (Van Weele 2018, p. 9). Other simi-
larities also exist. For example, RFQ is used in private procurement (Lyly-Yrjanainen et
al. 2018, p. 68), but it can just be a verbal request to the already chosen supplier for

documentation purposes. Supply and post-contract award stages are also quite similar

to each other, which is natural as the post-contract award stage isn’t that regulated as

the tender stage.
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3.SELLING TO A PUBLIC CUSTOMER

3.1 B2B-sales and traditional sales process

In the book of Hanti et al. (2016, p. 10), sales is broadly defined as an action where
through the interaction of individuals value is created that leads to solving customer’s
challenge and thus creates economic transactions. The goal of sales is to develop a
situation where value is created for both parties involved. The definition of Hanti et al.
(2016, p. 10) emphasizes the thought that sales belong to everyone who works in the
customer interface and interact. The backbone of sales is demonstrating the value of
the product or service being sold to the customer (Lyly-Yrjanainen et al. 2018, p. 37). In
most companies, the sales personnel are the most important interface to the customer
(Jobber & Lancaster 2015, p. 4). In B2B sales, the focus should also be not just on the
customer but also on the customer’s customer because that is where the focus of the

customer prospect is ultimately (Kotler et al. 2016, p. 270).

In the B2B context, the sales process can be thought to begin earlier than the purchase
inquiry from the customer similarly as the procurement process does not usually begin
with an order. Figure 14 shows the traditional B2B sales processes presented in the lit-
erature. The processes from left to right are the six steps of selling by Kotler et al.
(2016, pp. 702-703), six steps of selling from the book “How to increase your sales”
(cited in Moncrief & Marshall 2005) and seven steps of selling by Dubinsky (1980). The
source of the six steps of selling is from the year 1920, which well demonstrates the al-
most non-existing development of traditional sales process in past decades. The only
major change is practically the emerge of the follow-up step in the processes of Dubin-
sky (1980) and Kotler et al. (2016, pp. 702-703). The process can be interpreted to be
the sales process for new customer sales as the whole process begins with new cus-
tomer acquisition. As an entity, the sales process can be thought of as a funnel, where
the number of customers involved decrease towards the end of the process (Jarvinen
& Taiminen 2016).
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Figure 14: Different sales processes in the literature
The traditional sales processes represent outbound sales. Outbound in general means
moving away from a particular place. Thus, outbound sales means that the sales

organization approaches the potential customer.

For clarity, one unambiguous traditional sales process has to be formed for this thesis.
Although the processes presented in Figure 14 have a lot in common, there are small
differences. The six steps of selling by Kotler et al. (2016, pp. 702-703) lacks the ap-
proach step, which represents the first contact of the sales and customer prospect or-
ganizations (Moncrief & Marshall 2005). As it is a relevant step and it has got attention
in sales literature, it should be included in the traditional sales process of this thesis.
The follow-up step should also be included as it highlights continuous customer service
and long-term customer relationship building. The steps in between approaching and
closing differ in all processes but essentially the idea is to convince the customer in
buying by presenting, demonstrating, overcoming objections and winning the argu-
ments. It is safe to claim that the aforementioned means of convincing the customer
differ between sales cases. Thus, for the purposes of forming a traditional sales pro-
cess for this thesis, present and demonstrate step includes the entity of convincing the
customer. The traditional sales process, which is a combination of the processes by

Dubinsky (1980) and Kotler et al. (2016), is presented in underlying Figure 15.



28

Traditional sales process

Identify prospects’-2

Pre-approach =

Approach!

Close’<

[ Present & demonsirate? |
| Follow-up & maintenance? |

_'{Dubinsky 1950)
“(Kotler et al. 2016)

Figure 15: Traditional sales process

First, for identifying customer prospects -step the sources are versatile nowadays. One
modern tactic is inbound marketing in which the idea is to attract buyer attention by us-
ing relevant and helpful content which is matched to the buying journey of the potential
client (Tyre & Hockenberry 2018, p. 182). The traditional way of doing marketing, out-
bound marketing, is to push the product to the customers by, for example, buying ad-
vertisements (Patrutiu-Baltes 2016). A more traditional way is to gather information
from magazines, trade shows, or references from business partners, such as current

customers (Lyly-Yrjanainen et al. 2018, p. 44).

Second, pre-approach -step is all about shortlisting the customer prospects with the
largest potential. In other words, the salesperson has to get to know the prospects
more in-depth. The salesperson can use their network, gather knowledge of the pro-
spect company and try to evaluate the current suppliers of the prospect and thus gain
knowledge of the sales potential, weaknesses of current suppliers, find out whether the
company is financially solvent and who to contact (Lyly-Yrjanainen et al. 2018, pp. 52-
57). Figuring who to contact is more or less equal to figuring out the structure and the
participants of the customer’s buying center (Moncrief & Marshall 2005). The layering
of the approach is also a variable in planning the approach. According to Kotler et al.
(2016, p. 270), small sellers prefer to approach the key influencers of the buyer
whereas larger sellers go for a multi-level in-depth approach to reach as many mem-
bers of the prospect's buying center as possible. Nowadays it is common to contact
multiple people from the buying center of the prospect (Moncrief & Marshall 2005). Nat-
urally, the approach also depends on the stage of the buyer-seller relationship as it is

different to acquire a new customer than it is to maintain a customer relationship.

Third, in approach -step, the salesperson approaches the prospects with the best po-

tential. The approach depends on where the lead came from. According to Lyly-
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Yrjanainen et al. (2018, pp. 58-60), in case the customer hasn’t shown any interest in
the products or serviced being sold the approach is called a cold call, which is done by
calling or visiting the customer. The authors add that in case the customer prospect
has, for example, visited the company’s website the lead can be described as a hot
lead and the approach is very different and likely to lead to prosperous discussions with
the customer. Leads from inbound marketing can be categorized as hot leads. The ap-
proach itself is a situation for which are no pre-written guidelines or “to do-lists as the

correct depends on the salesperson, contact person of the prospect, and their chemis-
try.

Fourth, in present and demonstrate -step, the salesperson or the sales team should be
able to convincingly communicate the benefits in the prospect’s context. It is also com-
mon nowadays that the presentations are held to multiple individuals of the prospect’s
buying center. The understanding of the prospect’s context, problems, and needs is vi-
tal and thus the meeting should be mostly about listening to the customer’s stories.
(Moncrief & Marshall 2005; Lyly-Yrjanainen et al. 2018, pp. 61-62) Thus, the ability to
listen is regarded as the most important attribute for new sales recruits (Marshall et al.
2003). The understanding enables the salesperson to properly communicate the fea-
tures and especially the relating benefits the company could offer (Lyly-Yrjanainen et
al. 2018, p. 62). The term used for identifying and communicating the selected set of
benefits to the prospect is a value proposition (Kotler et al. 2016, p. 275). It is vital in
this stage for the salesperson to understand the different layers of needs as the contact
person might not give the actual need or demand at first but the salesperson has to see
deeper (Hanti et al. 2016, pp. 138-139). The salesperson should also be able to an-
swer the customer prospect’s many questions as the questions might be a signal of in-
terest (Lyly-Yrjanainen 2018, pp. 64-65). The aforementioned matters target on fulfilling
the rational motives of the prospect but as mentioned in the sub-chapter “Procurement”
the buying decision is also highly motivated by more emotional individual motives
(Webster & Keller 2004), which suggest great importance for the salesperson to fulfill

not just the rational needs but also the emotional needs of the customer prospect.

Fifth, close -step is the most important step of the process since without closing there
are no sales. In the B2B world the closing isn’t that much about clever closing lines but
about helping the customer with the decision-making by taking advantage of the key

benefits identified in previous stages (Lyly-Yrjanainen 2018, pp. 65-66).

The order process following a successful closing step depends on the formality of the
procurement process of the customer. The formality of the process is common as the

B2B sales and procurement processes include staff from multiple departments (Lyly-
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Yrjanainen 2018, p. 68). Nevertheless, the process can also vary with different deliver-
ables. There is no shipment needed for intangible services for example. After the sales
has been closed the order process could for example be the following (responsibility in
brackets) (Bade & Johnson 2015):

1. request for quote (buyer)

2. quote (supplier)

3. order (buyer)

4. order confirmation (supplier)

5. shipment (depends on the contract)
6. invoice (supplier)

7. payment (buyer)

First, the buyer sends the RFQ to the supplier. Second, the supplier’s answer to the
RFQ is a quote, which is an official and detailed offer for the products and services de-
scribed in the RFQ. Depending on the deliverables, quoting can be a complicated task.
According to Lyly-Yrjanainen et al. (2018, pp. 69 & 76), the salesperson has to coordi-
nate the manufacturing of the products or services with procurement and production,
make sure that the quote corresponds to the requirements in the RFQ, and establish a
delivery time estimate. The authors add that in case the customer changes the specifi-
cation or the quote does not satisfy the customer, the quote process might have to be

done several times until the customer is happy with the quote.

Third, as the possible price negotiations are successfully over, the customer does the
order which is usually created using an IT system of some sort. Fourth, as the supplier
receives an order, an order confirmation is made to be sent to the customer. The order
confirmation should include the same information as in the order so the customer can
double-check by comparing the order confirmation to the order. Fifth, the product is
shipped to the customer if it is a tangible product. Sixth, an invoice is sent to the buyer.
Seventh, the buyer does the payment. The steps of the order process depend on the
deliverables as already mentioned. A forest machine, for example, is invoiced once the
shipment arrives and the customer handles the payment. A construction project on the
order hand cannot be “shipped” in the traditional sense and the delivery of the delivera-
bles can take years. Then the invoicing and payment can be based on the maturity of

the construction project.

Sixth, follow-up and maintenance -step in traditional sales process is about ensuring

customer satisfaction and continuity of the customer relationship (Kotler et al. 2016, p.
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703). With complicated deliverables, the customer might also want to purchase training
and maintenance services from the supplier. After-sales can provide a continuous and
profitable revenue stream for the supplier (Durugbo 2020) in addition to maintaining the

customer relationship.

The process can vary depending on how familiar the customer is with the supplier and
the product or service being purchased. Kotler et al. (2016, pp. 265-266) present three

different buying situations:
e new buy
o rebuy
¢ modified rebuy.

Underlying Figure 16 presents the different buying situations in terms of sales and or-
der processes. The order process can vary depending on the deliverables and the ac-

customed way of working between the supplier and buyer.

Sales process
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| Pre-approach (1) |

| Approach (1) | Order process’
RFQ (1,3)
| Fresentation (1,2) | |
uote (1,
| Quote (1,3) |
| Overcoming objections (1,2) | | Order (1,2,3) |
| Close (1,2.3) | [ Order confirmation (1,2.3) |
| e — | | Shipment (1,2,3) |
| Invoice (1,2,3) |
1= new buy

2 = rebuy Payment (1,2,3) |

3 = modified rebuy

"{Bade & Johnson 2015)

Figure 16: Traditional sales and order processes

First, new buy happens when the customer has not done business with the supplier
and they have not procured anything similar in the recent past. As it is visualized in Fig-
ure 16, with a new buy the sales —and order processes are gone through in their en-
tirety. Second, rebuy is the next purchase of the same product or service. In rebuy the
sales and order processes are usually lighter as the product is familiar and the buyer-
supplier relationship is established. Third, modified rebuy is a situation, where the old
customer purchases something they have not purchased from the same supplier be-
fore. The modified rebuy has also its own characteristics as a process as the value of
the new product has to be demonstrated. Besides, the new product has to be quoted
and such formality as down-payment might be part of the process in the case of modi-

fied rebuy.
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3.2 B2B buyer-supplier relationship

As the focus shifts from single transactions to creating long time value, the develop-
ment of buyer-supplier relationships becomes important. It is true that transaction-focus
does bring in revenue, but in the long-term, in B2B environment the profitability tends to
come from customer relationships (Lyly-Yrjandinen et al. 2018, pp. 83-84). In customer
relationships, the focus is on customer lifetime value, which is the value the seller cap-
tures from the relationship during its lifetime (Kotler et al. 2016, pp. 393-395). The life-
time value of a customer can be calculated by discounting the sum of current and fu-
ture profits that the customer generates (Lyly-Yrjanainen et al. 2018, p. 89). A concrete
way of maintaining continuous sales with one customer is to make a frame agreement,
where the interaction between the two parties, buyer and supplier, is defined for a cer-
tain period of time, for example, in terms of prices per unit (Lyly-Yrjanainen et al. 2018,
p. 78)

Customer relationship management (CRM) is the term used for managing long-term
customer relationships profitably. The reasoning behind CRM is that the customers are
the only source of revenue for a company and that customers are much scarcer than
products or services (Peppers & Rogers 2011, p. 38). It has also been recognized that
making sales is easier for an existing customer than it is for a new customer (Lyly-
Yrjanainen et al. 2018, p. 85). The literature recognizes four stages in customer rela-
tionship development: exploration, build-up, maturity, and decline (Jap & Ganesan
2000; Palmatier et al. 2013). Figure 17 presents the process of customer relationship

development.
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Figure 17: Process of customer relationship development (Jap & Ganesan 2000; Pal-

matier et al. 2013; Lyly-Yrjanéinen et al. 2018)

As the process of customer relationship development in Figure 17 implicates, customer
relationship development and transactions between the buyer and the supplier are in-
terconnected. Figure 18 demonstrates an example of the development of the customer
relationship of a customer and a supplier in two different scenarios: first one in left
demonstrating a continuous supply of regular production supply and second one in
right demonstrating a project-natured supply. Each of the signal-in arrows represents

separate sales processes.

Customer Customer

Regular Project-natured

relationship : relationship
development production supply development supply
A A
Decline Declina
3. Sales project
2. Annual contract
Maturity Maturity
‘ 2. Sales project
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Figure 18: Customer relationship development in time

In supplying regular production supply, the relationship can begin with a single order,
which can be extended to an annual contract in case the co-operation satisfies both
parties. The same applies to project-natured environment, but in procuring large pro-
ject-natured entities a “trial order” as a significant commitment is needed from both par-
ties. Figure 18 also tries to illustrate the fact that multiple sales processes can be on
simultaneously, which implicates to look at the customer relationship development from
a larger perspective than from the point of view of just one sales process. There can be

discontinuities. Discontinuity is quite natural in project-natured supply but there can
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also be pauses in supply of regular-production supplies as the buyer can trial with an-
other supplier or the demand of the buyer can decrease, which can result in a tempo-
rary pause in supply. The discontinuities still do not mean that the customer relation-

ship should not be maintained and nurtured.

While the CRM recognizes that customers and customers only bring revenue, the real-
ity is usually that a small proportion of customers bring the most of the sales and profits
(Wengler 2006). The term used for focusing on the most important customers is called
key account management (KAM) (Wengler et al. 2006). The most important customers,
key accounts, can be selected using the following criteria: customer size, customer
profitability, lifetime value, strategic alignment, and early adopters (McDonald & Wood-
burn 2007, pp. 30-37). Key accounts are managed by key account managers, who, ac-

cording to McDonald and Woodburn (2007, p. 289) have two roles:
¢ Implementation
o Facilitation.

First, the authors define the implementation role as deciding and planning what should
happen with the account and making sure it is delivered. Second, the authors define fa-
cilitation as developing the customer relationship that will enable the business strategy
by, for example, building relationships to several functions of the customer’s organiza-

tion.

According to Rauyruen and Miller (2007), the relationship between two organizations
forms in two levels: employee and organizational. Four factors contribute to the quality
of the relationship: trust, commitment, satisfaction, and service quality. The main goal
in maintaining and developing a high-quality buyer-supplier relationship is achieving
customer loyalty, which according to Lam et al. (2004), is considered to correspond
with a steady stream of revenue and rejection of competitors’ offers. Customer loyalty
can be split into two distinct dimensions: behavioral loyalty which corresponds to pur-
chase intentions and attitudinal loyalty which in practice means recommending the sup-

plier to others (Rauyruen & Miller 2007).

Organizations are interested in what distinct components affect customer loyalty the
most positively. The empirical study of Rauyruen and Miller (2007) recognized that only
two relationship quality factors, satisfaction and perception of service quality, influence
purchase intentions. Another finding of the study was that attitudinal loyalty is affected
by trust in the supplier, commitment to the supplier, satisfaction, and perception of ser-
vice quality. Probably the most interesting finding in the research is that employee-level

relationship quality does not have a significant effect on either dimensions of customer
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loyalty. The study of Lam et al. (2004) showed similar results in terms of customer
value and satisfaction and that switching costs also have an impact on both behavioral

and attitudinal customer loyalty.

Do all the components have to be there simultaneously in order to achieve customer
loyalty? The research of Russo et al. (2016) found three interesting combinations of
perceived switching costs, returns management (managing returned products), cus-

tomer value, and customer satisfaction that can generate customer loyalty:
e absence of satisfaction, customer value, and perceived switching cost

e presence of perceived switching cost and absence of satisfaction and returns

management

e presence of customer value, perceived switching costs, and inadequate returns

management.

The authors explained the first finding can be with the laziness of the customers as
even in the absence of customer value they stick to the supplier even if the perceived
switching cost is low. Other conclusions of the study are that perceived switching cost

and customer value are relevant factors in creating customer loyalty.

While the research of Rauyruen and Miller (2007) recognized no connection between
the employee level relationship quality and customer loyalty, many studies have shown
that the employee level relationship is usually stronger than the organizational level re-
lationship (Czepiel 1990; Gwinner et al. 1998). Bendapudi and Leone (2002) studied
the characteristics of what customers value in key-contract employees of the suppliers.
The findings were a combination of soft and hard skills. The customer appreciates that
they are treated as individuals with trust and loyalty even to an extent of a professional
friendship. On the other hand, customers value the key-contact knows their busi-
nesses, and have technical competencies. A competent key contact is a valuable link-
age between two organizations and a critical element in supplier satisfaction in many
cases. Thus, the buyer-supplier relationships that are dependent mostly on the key-
contact at the employee level are quite vulnerable for key-contact employee turnover.
For avoiding the risk companies should create multiple linkages and highlight the or-

ganizational level relationship which is more long-lasting.

3.3 Sales approaches

In addition to the traditional transactional selling methods, in recent years organizations

have adopted new selling approaches. The need for change had stemmed from the
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buyers as they nowadays perceive procurement as a strategic function and buyers de-
mand more value from the supplier relationships (Marcos Cuevas 2018). The common
nominator in almost every selling approach developed in recent decades is that they try
to move from transactions towards the problem-solving orientation of sales (Inks et al.
2019). The problem-solving orientation changes the buyer-supplier relationship from
two separate organizations to a “we” type of thinking (Rackham, cited in Inks et al.
2019). “We” positioning requires the salesperson to work as an extension of the cus-
tomer’s organization, which highlights the importance of the relationships (Moncrief &

Marshall 2005). The changing sales environment has been illustrated in Figure 19.
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Figure 19: Modern sales approaches

Today, the space of different sales approaches in literature is vast. There are relation-
ship, adaptive, strategic, consultative, and inbound selling, and many others. It’s im-
portant to realize that the sales approaches are not exclusive but complementing one
another. For this thesis the sales approaches presented in Figure 19 are discussed in-
depth:
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¢ Relationship
e Consultative
e Inbound selling.

First, relationship selling focuses on long-term customer relationships with multiple cus-
tomer interactions and value-producing transactions over time (Inks et al. 2019). Inks et
al. (2019) claim that relationship selling is a sort of basis for many other sales orienta-
tions such as consultative selling. The approach of relationship selling builds on the
benefits and features mentioned in the last chapter of long-term and high-quality buyer-

supplier relationships with the key accounts.

Relationship selling is a vastly researched phenomenon in literature. Some regard rela-
tionship selling as an orientation (Inks et al. 2019) while some see it as a model or as a
process (Jolson 1997; Cathcart 2007, p. 10). Regardless, relationship selling empha-
sizes the relationship and the interaction of the buyer and supplier involved in the sales
activities. Relationship selling emphasizes the soft side of things; Marvin (1997) even
compared relationship selling to a marital sequence that is governed by awareness,
credibility, trust, and chemistry. In a business context the aimed relationship is more of
a friendship, but the same “rules of law” still apply (Marvin 1997). According to Cathcart
(2007, pp. 16-18), in relationship selling credibility is first established by presenting
oneself as a viable resource, which is followed by the formation of relationship and
trust. The author also emphasized the constant emphasizing and listening of the cus-
tomer in buyer-supplier interaction. Active and emphatic listening of the customer was
also found as a significant factor in building trust and improving relationship quality by
Drollinger and Comer (2013). The findings further strengthen the importance of listen-
ing in customer interaction already emphasized in the traditional sales process de-

scribed in the section “B2B sales and traditional sales process”.

Second, consultative selling builds on top of the foundation of relationship selling.
Sometimes referred to as a solution, strategic or value-based selling, consultative sell-
ing is a multi-stage process that emphasizes personalization, win-win outcomes, and
long-term customer relationships with empathy (Lamb et al.; cited in Inks et al. 2019).
The focus in consultative is not in selling products nor services but in selling the quanti-
fiable impact they have on the customer’s business, which enables the consultative
seller to price themselves based on the value they produce (Hanan 1995, p. 1). The
win-win situation is created by the quantifiable value — cost cuts or revenue improve-
ments — of the product being tried to sold to the customer (Hanan 2004, p. 23). In addi-

tion to the profit-orientation emphasized by both books of Hanan, consultative sales
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also aims in helping the customer to achieve its strategic goals (Toytari et al. 2011).
Hence, the approach of consultative selling goes beyond pure problem solving (Inks et
al. 2019). Consultative sales is a proven approach; according to the research of Newell
et al. (2011), the consultative tasks of a salesperson positively correlates with the per-

ception of the salesperson’s expertise and relationship loyalty.

Third, inbound sales stems from inbound marketing. According to Tyre and Hocken-
berry (2018, p. 136), modern marketers realized the change in buyer behavior as the
majority of buyers used the internet as the main source for information in planning fu-
ture procurements. In inbound sales the whole setup is turned upside down as it is not
anymore the salespeople who reach the customer but the other way around. Tyre and
Hockenberry (2018, p. 152) recognize two distinctions in inbound selling: focus on co-
ordinating the buyer journey and personalizing the sales process for each customer.
The authors also claim that in inbound sales the focus is on the ideal customers and in
leads further in the sales process, which is a clear similarity to relationship selling and
to KAM theory in general. The consultative approach in inbound sales is also high-
lighted by the authors as the buyer is constantly advised and informed after the selling

organization gets involved in the process.

3.4 Evolved sales process

Moving the orientation from outbound selling, transactions and acquiring new custom-
ers towards buyer-supplier relationships, customer relationship management (CRM)
and key account management (KAM) raises the question of whether the traditional
sales process is adequate despite the different sales process configurations of new

buy, rebuy and modified rebuy.

As Parento’s old 80:20 rule (80 percent of business from 20 percent of customers) is
becoming reality in modern sales (Moncrief & Marshall 2005) a new updated sales pro-
cess model is needed. The evolved sales process by Moncrief and Marshall (2005) is
an updated version of the traditional sales process with an emphasis on long-term and
profitable customer relationships instead of focusing on acquiring new customers and

transactions.

The activities of the evolved sales process are not necessarily sequential as they are in
the traditional sales process. The evolved sales process is presented in Figure 20. The
activities of the evolved sales process are in the rectangle below and the correspond-

ing steps of the traditional sales process are in the above rectangle with a dashed line.

As the evolved sales process has one extra activity compared to the traditional sales
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process marketing the product and problem-solving activities have been thought to cor-
respond with the present and demonstrate activity in the traditional sales process. The
activities will be presented in the same order as the corresponding steps of the tradi-
tional sales process even though the activities are not sequential and multiple activities

can be on simultaneously.

Customer Retention and
------------------ Digletion

Follow-up
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Ciaabasze and
Knowledge Management

Customer Relationship

Maintenance

Adding Value/Satisfiying

Nurturing the relationship

_________ /____'_ R Motation

raditional sales process

Problem Solving Marketing the Product

Ewvolved =ales process

Figure 20: Evolved sales process by Marshall and Mocrief (2005) and corre-
sponding activities of the traditional sales process

First, customer retention and deletion -activity focuses on current customers and dele-
tion of unprofitable customers, instead of identifying new prospects as in the traditional
sales process (Moncrief & Marshall 2005). The idea is similar to KAM as the resources
are allocated to retain current key accounts instead of acquiring new ones. Other
smaller and less profitable customer accounts can be deleted or outsourced (Moncrief
& Marshall 2005). The lifetime value assessment is important in deciding the customers
to focus on and new customers should only be acquired when the benefits outweigh
the costs of doing business (Reichheld 2001).

Second, in database and knowledge management —activity, the customer data is uti-
lized. As the focus is on dealing with familiar key accounts the company has likely gath-
ered customer-specific data in its database. The database can include data of past pur-
chases and future purchases as well (Moncrief & Marshall 2005). CRM technology has
facilitated the change towards data and knowledge-based decision-making in sales
(Moncrief & Marshall 2005; Lyly-Yrjanainen et al. 2018, pp. 90-91).
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Third, nurturing the relationship -activity corresponds to the approach -activity in the
traditional sales process. Nurturing the customer relationship relates to the sales ap-
proach of relationship selling in which the focus is on long-term customer relationships
with multiple customer interactions and value-producing transactions over time (Inks et
al. 2019). As approach activity in the traditional sales process was all about opening a
dialogue with the customer, in the evolved sales process the customer relationship al-
ready be in development which makes the approach inconsequential (Moncrief & Mar-
shall 2005).

Fourth, marketing the product -activity is equivalent to the present part of present and
demonstrate -activity. In the traditional sales process, the salesperson or salespeople
would give a presentation to the customer (Lyly-Yrjanainen et al. 2018, p. 61), in the
evolved sales process the salespeople have become more engaged in marketing activ-
ities (Leigh & Marshall 2001). Moncrief and Marshall (2005) claim that the gap between
sales and marketing has reduced and nowadays salespeople participate in such mar-
keting activities as market segmentation and product development. The authors also
add that salespeople still do customer presentations but in teams very often and the
sources of presenting have become much more versatile as those can be delivered via

web pages and advertisements, for example.

Fifth, problem-solving —activity corresponds to the demonstrate part of present and
demonstrate -activity in the traditional sales process. While in the traditional sales pro-
cess the demonstrating is about uncovering the reasons why the customer wouldn'’t like
to close the sale and then satisfying their objections, the problem-solving stage in
evolved sales process requires the salesperson to solve problems with the customer
(Moncrief & Mashall 2005). The problem solving-stage requires the salespeople to

practice a consultative selling approach.

Sixth, adding value and satisfying needs -activity corresponds to the close -activity of
the traditional sales process. Although the evolved sales process also aims to close the
sale the orientation is very different. According to Moncrief & Marshall (2005), in the
evolved sales process the closing happens when a win-win situation is created and no
closing techniques are needed. The authors emphasize that the creation of a win-win
situation requires a value-adding solution to the customer’s problem. The great im-
portance of value-adding selling of Moncrief and Marshall (2005) complements the the-

ory of customer value contributing to purchase intentions.
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Seventh, customer relationship maintenance -activity has the most common with the
corresponding activity of the traditional sales process, follow-up. The means of con-
ducting the after-close period have changed primarily due to the increased effective-
ness of technology and that some companies nowadays have designated individuals
who take care of the customer relationship maintenance (Moncrief & Marshall 2005).
The customer relation maintenance can be assigned to key account managers, for ex-

ample.

3.5 Characteristics of business-to-government (B2G) sales

In general, public authorities can be perceived as tempting customers for suppliers.
The public procurement is of high volume and the demand is stable. In developed
countries, public procurement accounts for 30 to 40 percent of all supply contracts
(Purchase et al. 2009). Another benefit of public sector customers is that they are not
likely to get bankrupted and the demand is not that much affected by recessions (Wil-
liams & Smellie 1985; Loader 2007).

Josephson et al. (2019) claim that the tendering process of B2G is also a heavy pro-
cess from the supplier’s point of view. The authors add that, as a company tries to en-
ter the B2G market, a substantial investment is needed to learn the procedures of the
process. Furthermore, there are other costs related to compliance as expensive audit-
ing might be needed and even getting a loan to government projects can be problem-
atic. The costs related to the obedience of course depend on the regulation of the

country and the B2G experience of the supplier.

Nevertheless, according to Josephson et al. (2019), some companies develop separate
product lines in order to specialize in B2G. The authors claim that despite the relatively
high learning and obedience costs, the net benefits of B2G outweigh the costs. How-
ever, the authors emphasize that the net benefits of B2G business tend to realize only
for suppliers who have put a high emphasis on penetrating the B2G markets. Relation-
ship-building tactics are also limited in B2G as potential and current suppliers cannot
provide any incentives to procurement decision-makers (Josephson et al. 2019) even
though such direct marketing tactics are regarded to be effective (Palmatier et al.
2007).

It is of great importance in public sector selling that the company’s business is compli-
ant as public sector bodies are very strict on who they do business with (Kotler et al.
2016, pp. 286-287). Josephson et al. (2019) also emphasize the ethics and law-abiding

behaviour of the B2G supplier as disobedience can result in severe penalties.
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B2B relationships and buyer-supplier relationships are research subjects that have got
a lot of attention in the literature. The buyer-supplier relationship in the B2G environ-
ment on the other hand has not been a major subject in the literature (Wang & Bunn
2004; Patrucco et al. 2017).

The relevant stakeholders of public procurement have taken into account in buyer-sup-
plier relationships in B2G context. In addition to the supplier and the end customer, the
centralized public procurement unit can have a significant role that has to be taken into
account. In a triad stakeholder setting the relationship is formed between the supplier,
end customer and the centralized procurement unit (Heikkinen et al. 2007). The study
of Keranen (2017) found out in the pre-tender stage the centralized procurement unit
initiates the triad stakeholder setting to form the RFQ whereas the end customer and
the supplier facilitate the relationship whereas in tender and post-contract award stages
the centralized procurement unit facilitates the relationship and the end customer and
the supplier have a role of a relationship builder. For the supplier the study suggests
that a high-quality delivery of a product or a service can improve the building of the end
customer’s trust which is a key component in the long-term development of the buyer-
supplier relationship. However, the study of Keranen (2017) had a scope of just one
public procurement, which leaves a need for further study regarding long-term buyer-
supplier relationship development in B2G context. Also, the study of Keranen (2017)
studied the relationship from official dialogue activity onwards leaving the pre-tender

stage before the official dialogue totally unhandled.

As mentioned earlier, high-quality buyer-supplier relationships create customer loyalty
and many literature sources have identified the connection between relationship quality
and behavioral customer loyalty (purchase intentions). Even though the CRM theory
applies also in the B2G world the buyer-supplier relationships can’t be regarded as so-
called order-qualifiers (Wang & Bunn 2004). In other words, the connection of relation-
ship quality and purchase intentions might still be applicable in B2G but due to the na-
ture of the public procurement process, there is no guarantee that the business with a

high-quality relationship will be awarded.

Nevertheless, the study of Mamavi et al. (2015) found out that the amount of contract
awards in a given year correlates positively with the contract awards the following year.
In other words, the study implies that the performance of the supplier would affect the
long-term purchase intention after all even though the legislation does not allow to con-
tract based on past performance. The study found out that the positive effect required
between 5 to 12 contract awards annually so the positive effect can be explained by

the learning effect; companies that have got awarded multiple times now have a high-
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quality relationship with the public customer and are thus good in drafting quotes in the
next round of the competition. The main implication of the study is that suppliers should
consider the public customers, with whom they have had success before, as key ac-
counts and reinforce those relationships, identify the expectations and how to satisfy
them. The study of Mamavi et al. (2015) very well supplements the finding of Joseph-
son et al. (2019) that the net benefits of B2G markets will not realize without a proper

emphasis.

3.6 B2G sales process

In the traditional sales, the process varied depending on whether the procurement is a
new buy, rebuy, or modified rebuy (Lyly-Yrjanainen et al. 2018, pp. 75-75). In B2G
sales, the history between the public authority and the supplier should not influence the
tendering process, especially with EU-procurements. The tendering process is obliga-
tory when the value of the procurement surpasses the national or European Union’s
thresholds (Kontio et al. 2017, p. 70). Thus, after a successful project with a supplier,
the public authority still has to formally race the tender for the next project if the esti-
mated value surpasses the national thresholds. Still, it can be concluded that the dy-
namics of the rebuy and evolved sales process presented in the last sections also ap-
ply in the B2G sales process in the pre-tender stage. However, two procurement proce-
dures require no tendering: small procurement and direct procurement, but those are

exceptions.

Figure 21 presents the B2G sales process in relation to the public procurement pro-
cess. The sales processes have been made based on the traditional sales process,
evolved sales process by Moncrief and Marshall (2005) and the process of public pro-
curement. In the sales process to a new public customer, the process begins with iden-
tifying prospects, pre-approach and approach activities marked with dotted line in the
underlying figure. Those steps are not necessary with an existing customer with a
strong customer relationship and known contracts. The sales process consists of se-
quential, continuous and overlapping activities. It is also important to realize that all the
activities do not necessarily occur with every customer (Moncrief & Marshall 2005). The
customization of the process for each customer and each procurement situation is es-
pecially significant in the pre-tender stage so the process should not be considered as
an absolute, but more of a general process. The timing of the beginning of the sales
process in relation to the public procurement process is a factor of uncertainty. In the
underlying B2G sales process the assumption is that the sales organization should be

in contact with the public customer before the initiation of the procurement process.
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The matter of timing in relation to sales and procurement processes is controversial
and it has not been a major topic of discussion in B2G -or B2B sales literature. How-
ever, from a sales organization’s perspective the value has to be demonstrated while
the buying organization is recognizing their needs (Singh et al. 2013). Thus, in Figure
21, the B2G sales processes begin earlier than the procurement process and the ac-
tual sales efforts start simultaneously with the budget and demand management. The
important milestones and documents from sales and procuring organizations’ perspec-

tives are on the top and bottom of Figure 21.
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Figure 21: B2G sales process in relation to public procurement process

Customer retention and deletion, database and knowledge management, and nurturing
the relationships (marked in grey arrow) in Figure 21 are continuous activities that go
beyond a single sales project. According to Moncrief and Marshall (2005), the activities
ensure that the sales organization focuses on the key public accounts (customer reten-
tion and deletion), updates its databases and knowledge of the public customer (data-
base and knowledge management), and constantly practices relationship selling to de-
velop and maintain a long-term and high-quality customer relationship with the public
customer (nurturing the relationship). Literature does not recognize any differences be-
tween B2B and B2G regarding customer retention and deletion or database and

knowledge management.

First, identifying prospects -activity is the first activity of the process in case the cus-
tomer is a new one, is identifying prospects, which includes shortlisting the prospects
with the best potential (Lyly-Yrjanadinen et al. 2018, pp. 44-57). In B2G sales, the poten-
tial prospects can be easily identifiable as some public authorities publicly communi-
cate their future procurement needs. The Ministry of Finance in Finland for example
maintains a list where the ongoing and future procurements are listed (Valtiovarainmin-

isterié 2021). Other sources for leads are national budgets and budget proposals. The
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national budget of Finland, for example, has been made available for everyone and Eu-
ropean Union has set a directive (2019/1024) for driving the openness of the public
data within the European Union (European Commission 2021b). According to Kontio et
al. (2017, p. 97), constantly following the procurement communication of public authori-
ties can reveal interesting opportunities for B2G sales. Authors also claim that, if the
sales organization or the salesperson does not have experience in B2G sales, studying
the public procurement procedures, legislation, and procurement strategy of the pro-
spect improves the chances of succeeding to make sales. The lead of a customer pro-
spect can also emerge in a form of a webpage visit by the customer prospect (Moncrief

& Marshall 2005), which is a classic form of prospecting in inbound sales.

Second, pre-approach -activity is about identifying whom to contact from the prospect
company (Lyly-Yrjanainen et al. 2018, pp. 56-57). The concept of buying center is not
that clear in the B2G world as a procurement office, such as Hansel in Finland, can
handle the procurement on behalf of the actual customer. Thus, it is essential to recog-
nize the stakeholder environment and whether the buying center consists of just the
end customer (dual stakeholder setting) or of the end customer and centralized pro-
curement unit (triad stakeholder setting). The salesperson’s challenging task would be
to identify the buying center of the customer and plan who to contact. Due to the proce-
dural details in public procurement, the identification of the prospect’s decision-makers
can be more difficult than in the B2B world (MacManus, cited in Wang & Bunn 2004).
On the other hand, modern CRM systems facilitate pre-approach quite well as all previ-
ous customer touchpoints can be recorded there, which helps in identifying whom to
contact (Moncrief & Marshall 2005). The sales organization can choose to use the
multi-level in-depth approach in order to approach multiple individuals from the buying
center of the customer prospect. According to the study by Moncrief & Marshall (2005),
salespeople nowadays often call multiple buying center members of the prospect. One
task in the B2B pre-approach was to check the solvency of the prospect (Lyly-
Yrjanainen et al. 2018, p. 54), which might be unnecessary with B2G sales since public

authorities are financed by the government.

Third, approach -activity does not differ from the B2B world as many of the same best
practices can be thought to apply. It is important that even with a new customer the ap-
proach is based on a foundation of actual needs, problems, and issues of the prospect
(Moncrief & Marshall 2005). However, developing a relationship with public authorities
might be difficult since procurement personnel is discouraged from building close rela-
tionships with suppliers (Long 1994; Wang & Bunn 2004). Van Weele (2018, p. 135)

also adds that suppliers involved in the preparation of the tender can be excluded as
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they might have an unequal competitive advantage due to early involvement. Kotler et
al. (2016, p. 287) on the other hand claims, that private companies need to help public
authorities to see the bottom-line impact of products. Nevertheless, an approach is
needed in order to get close to the customer and there are no conflicts with the princi-
ples of public procurement in approaching a public customer prospect, but it has to be
kept in mind that the public customer prospect has to treat all the potential suppliers

equally.

Fourth, marketing the product —activity is the first common activity with the sales pro-
cesses to a new and existing customer in the evolved sales process. The activity of
marketing the product is a combination of traditional presenting methods and marketing
efforts (Moncrief & Marshall 2005). From a theoretical point of view, the activity of mar-
keting the product does not differ from the B2B world. Important is that the marketing
communicating is well directed for the public customer prospect. Well-conducted mar-
keting and presenting efforts can lead to the creation of sales even in B2G markets.
Budget management in many countries encourages overspending the budget (Van
Weele, 2018, p. 124). Thus, at the end of the budget year, the public authorities might
be interested in extra-procurements, which is good news for the salesperson. On the
other hand, even though the salesperson succeeds to convince the public authority to
procure chances are that the value of the procurement surpasses the national thresh-

old and some other suppliers may be contracted.

Fifth, problem-solving -activity requires consultative selling skills from the salespeople.
An effective way of demonstrating useful experience in a specific area of expertise is to
present references and case studies from the past (Gormley, cited in Kotler et al. 2017,
p. 287). The demonstration of references is an effective way of convincing the public
customer prospect of the supplier’s value-producing capabilities. High-performance
consultative selling can enhance the relationship with the public customer as the skilled
salespeople design and suggest value-producing solutions (Moncrief & Marshall 2005).
A win-win situation in B2G selling is not so easily achievable, as no matter how good
solutions the sales organization produces to the prospect ,the tender still has to be
raced except with direct and small procurements (Kontio et al. 2017). Another problem
of consultative selling to public customers is quantifying the value of the solutions. Van
Weele (2018, p. 124) claimed that, in many countries, the budget management does
not recognize TCO savings as the budgets for investments and exploitation are sepa-
rate. Thus, selling solutions that reduce exploitation costs but have high investment
costs can be challenging in B2G. The principles of public procurement should also be

kept in mind as the tender approaches since the sales organization does not want to be
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disqualified from the upcoming tender because of an unfair competitive advantage

compared to other suppliers.

Sixth, adding value and satisfying the needs -activity is all about creating a win-win sit-
uation between the buyer and the supplier (Moncrief & Marshall 2005). Although in
B2G sales the creation of a win-win situation usually does not result in a closed deal,

due to the mandatory tendering stage, it still is worth pursuing.

Seventh, official dialogue -activity is the last activity before the tendering stage. Official
dialogue is not a mandatory activity. In the official dialogue the public buyer might, for
example, ask for workload and cost estimates (Kontio et al. 2017, p. 93). The implica-
tion for the sales organization is then to be prepared to answer detailed questions,
such as cost estimates, even before the actual quoting. Most importantly, the official di-
alogue also allows the sales organization to influence the minimum requirements, eval-
uation criteria and contractual and legal items of the RFQ in order (Kontio et al. 2017,
p. 98). Thus, even though the official dialogue is not a mandatory activity the participa-
tion can be beneficial (Keranen 2017) as the sales organization can try to improve the
contract draft to match their preferences and maybe change the choice criteria to their
benefit. The official dialogue is the last chance to interact more freely with the public
customer since after the RFQ is published the interaction becomes formal and the

changes to influence are minimal (McKevitt & Davis 2015).

Eight, submitting questions -activity is the first activity of the tendering stage (Kontio et
al. 2017, p. 225). All the questions and answers are available for every supplier to en-
sure equal information among the competitors. The activities at the beginning of the
tendering stage depend on the procurement procedure used. For example, in the nego-
tiated procedure, the tendering stage starts with a pre-RFQ and a pre-quote (Kontio et
al. 2017, p. 117).

Ninth, quoting -activity has a slightly different focus in B2G tendering than in B2B as
the purchasing criteria of the buyer are different as mentioned in Section 2.4. In B2G
quoting the RFQ gives away the choice criteria that the public authority has to follow in
scoring the suppliers (Kontio et al. 2017, pp. 250-257). For the sales organization, the
focus of the quoting is then on maximizing the scores by fulfilling the evaluation criteria
as well as possible. The sales organization should also make sure to submit the quote
on time and to make sure that the quote answers to the RFQ well as possible as the

quote can be disqualified by the public procurer (Kontio et al. 2017, pp. 243-245).

Tenth, contract negotiation -activity begins in case the sales organization is awarded as

the supplier (Patrucco et al. 2017). A procurement decision is a document, published
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by the public authority, that reveals the outcome of the tender in terms of awarded sup-
pliers and supplier scores (Kontio et al. 2017, p. 257). The contract negotiation activity

and the tender stage end as the contract have been signed.

Eleventh, shipment and delivery -activity begins as the contract has been signed (Bade
& Johnson 2015). The delivery can be a shipment of a physical product, a complicated
infrastructure project, or a continuous outsourcing service. Thus, the order of the activi-
ties in post-contract award depends on the product or service delivered, and with a
continuous service or with a longer project, the delivery happens simultaneously with

the activities of the public procurement process in the post-contract award stage.

Twelfth, customer relationship maintenance -activity requires the key accounts manag-
ers to maintain the customer relationship during and after a project or a continuous ser-
vice. The focus of customer relationship maintenance is in consultative sales with a
business building focus rather than just focusing on problem-handling (Moncrief & Mar-
shall 2005).
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4. INFLUENCING A PUBLIC BUYER IN THE PRE-
TENDER STAGE

4.1 Early supplier involvement

Early supplier involvement (ESI) is defined as the “process of relying on suppliers, ei-
ther physically or virtually, to provide support early on during strategic planning, de-
mand and supply planning, continuous improvement projects (such as value analysis
teams), project planning (such as developing new facilities), and the development of
new technologies and products” (Trent 2008, p. 222). ESI has its root in the 1980s Jap-
anese automotive industry where the parts and components suppliers had a high level
of involvement in the development of new car models, which was considered as one of
the primary reasons why the Japanese automotive manufactures outperformed the

western competitors in almost every domain (Bidault et al. 1998).

Figure 22 presents the process of new product development (NPD) by Handfield et al.
(1999). At the bottom of the underlying figure is the design influence of the supplier dur-
ing the NPD process by Trent (2008, p. 223).

1 Idea 2. Business / 3, Product 4. Product 5. Prototype
eﬁemﬂnn Technical Concept Engineering Build,
g Aszessment Development & Design Test and Pilot

Suppliers
design
influence

* Time
Figure 22: Supplier's design influence in NPD process (Handfield et al. 1999;
Trent 2007, p 223)

The key takeaway is that the earlier the supplier is involved in the process, the more in-
fluence it has on the product or service design (Trent 2007, p. 223). In practice the ESI
can take place anywhere in the NPD process but the fact that up to 80 percent of the
total cost of product is established in the concept and design phases implies that the

right decisions made early have an impact.

Two major drivers contribute to ESI according to Trent (2007, pp. 224-225). First driver
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is continuing focus on outsourcing of noncore activities, capabilities, and competencies,
claims the author. Second driver is the exponentially increasing cost of design changes
as the product development process progresses. The author adds that the high cost of
design changes has pushed the buyers to involve competent suppliers early so the de-
sign is sufficient from the beginning. Literature also recognizes that highly co-operative
buyer-supplier relationships are more likely to lead to ESI (Birou & Fawcett 1994; Par-
ker et al. 2008). More precisely, the study of Parker et al. (2008) found out that an es-
tablished and trusting buyer-supplier relationship is associated with earlier and more

extensive ESI.

From the buyer’s point of view, ESI can result in multiple benefits. The benefits of ESI

in the literature are presented in Table 2.

Table 2: Benefits of ESI in NPD

Benefit Focus area References

Reduction in development | Short-term (Wynstra 2001; Trent 2007, p. 224;

lead time Holtta et al. 2009)

Reduction in development | Short-term (Wynstra et al. 2001; Mclvor & Hum-

costs phreys 2004; Trent 2007, p. 225)

Reduction in the internal Short-term (Brown & Eisenhardt 1995)

complexity of project

Increased product quality | Short-term (Holtta et al. 2009)

Reduction in product costs | Short-term (Wynstra et al. 2001; Holtta et al.
2009)

Increased product value Short-term (Wynstra et al. 2001; Holtta et al.
2009)

Access to the knowledge Long-term (Bonaccorsi & Lipparini 1994; Trent

of the supplier 2007, p. 224)

Improved buyer-supplier Long-term (Mclvor & Humphreys 2004)

relationship

Reduced supply risk Long-term (Zsidisin & Smith 2005)
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In addition to the timing, the extent of ESI has to be planned by the buyer. Figure 23

presents 4 different extents of supplier involvement by Petersen et al. (2005).

Mone "White Box" "Grey Box" "Black Box"

Informal supplier Formalized supplier | Design is primarily

Mo supplier ) ; ) integration. Joint supplier-driven,
involvement. Supplier cg;tsﬁlrtg“tﬁg EIL[']‘;?;H development activity | based on buyer's
"makes to print” - on desiEm between buyer and performance
supplier spesifications
Extent of
»  supplier
. involvement
Low High

Figure 23: Extents of supplier involvement (Petersen et al. 2005)

Although many studies indicate the correlation between the high extent of supplier in-
volvement and project success, the high extent of supplier involvement is no guarantee
for success (Trent 2007, p. 225). Trent (2007, p. 225) highlights the importance of fit-

ting the extent of ESI to the need of the customer organization.

Supplier involvement in service requirement specification also provides an interesting
source of literature as, in addition to NPD, ESI is also used by buyers to specify the
service requirements. The basis for the supplier involvement is the service specification
types by Axelsson & Wynstra (2002, p. 143-148), which are presented in Table 3.

Table 3: Supplier involvement in service specification (Axelsson & Wynstra
2002, pp. 143-148)

Orientations Input Process Output Outcome

for service

specification

Focus on... ... resources ... processes/ ...the function ... valuein
and capabili- production of or perfor- economic
ties of the sup- the service mance of the terms for the
plier service user

Depending on the orientation of the service specification, different level of ESI is
needed in the specification of a service. For example in output- or outcome-oriented
service specification the customer usually needs the supplier to translate the de-

manded output or outcome into activities (Axelsson & Wynstra 2002, p. 145).
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Selviaridis et al. (2013) created a framework of supplier involvement in service specifi-
cation on the basis of the book of Axelsson and Wynstra (2002) and other literature

sources. Figure 24 presents the framework.

Supplier involvement and role
in service definition

F

},_ Matching buyer-supplier
capabilities

Buyer-supplier interactions to
define service

h

Choice of service definition
method

PN

Supplier's buyer specific
experience

Buyer perceived uncertainty Factors influgncing service
requirement definition

Figure 24: Supplier involvement in service specification (Selviaridis et al. 2013)

As presented in Figure 24 above, two factors have the most influence on the choice of
service definition method: buyer perceived uncertainty and the supplier's buyer-specific
experience. According to Axelsson and Wynstra (2002, pp. 141), buyer perceived un-
certainty refers to the novelty of the sourcing situation, sourcing expertise and complex-
ity of the service. The authors define buyer-specific knowledge as relational experience
and knowledge of the buyer’s business requirements. As the method for service defini-
tion has been chosen, the buyer-supplier interaction begins as they define the service
together. On the basis of the framework, Selviaridis et al. (2013) created a four-quad-
rant matrix, which describes different ESI roles with limited and extensive buyer per-
ceived uncertainty and supplier’s buyer-specific knowledge. The matrix of Selviadiris et
al. (2013) is presented in Figure 25. With different buyer perceived uncertainty and
supplier's buyer-specific experience, the supplier can have a role of translating, re-en-

gineering, developing, and fine-tuning.
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Figure 25: Supplier's role in service specification (Selviaridis et al. 2013)
As in the Selviaridis’s et al. (2013) quadrant presented in Figure 25, in translating role
the buyer perceived uncertainty is extensive due to the novelty and/or complexity of the
sourcing situation and the supplier has limited knowledge and understanding of the
buyer’s requirements and needs due to lack of trading history between the parties. The
authors add that in this kind of buying situation buyers prefer output-based service
specification and the role of the supplier is to translate the desired output of the buyer
to activities, processes, systems and resources. The findings of translating role by Sel-
viadiris et al. (2013) of the supplier very well corresponds to the theory of Axelsson and
Whynstra (2002, p. 145) in output-oriented service specification. The supplier can re-
duce the perceived uncertainty of the buyer through close interaction and knowledge
building (Selviadiris et al. 2013).

Re-engineering role of the supplier suits situations where the buyer’s perceived uncer-
tainty and the supplier’s buyer-specific experience are limited. As the buyer is familiar
with the sourcing situation, a process-oriented service specification is preferred by the
buyer (Selviadiris et al. 2013). The implication of Selviadiris’s et al. (2013) study for the
supplier is to focus on benchmarking the costs and re-engineering the existing opera-
tion using consultative selling approaches. There is no need for the supplier to translate
the desired output to activities and processes since the buyer already has experience
in the sourcing situation (Axelsson & Wynstra 2002, p. 145). A successful re-engineer-

ing and optimization of the service specification can also facilitate the building of a
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foundation for the buyer-supplier relationship similarly as in translating role and the

supplier can gain buyer-specific knowledge.

Developing role of the supplier suits situations where the buyer perceived uncertainty
and supplier’s buyer-specific experience are extensive resulting in an information
asymmetry in favour of the incumbent supplier (Selviaridis et al. 2013). A modified re-
buy situation could represent a situation where the buyer’s experience in sourcing the
product is limited but the two parties have already co-operated with other deliverables.
The findings of Selviaridis et al. (2013) implicate that as in translating role the buyer re-
lies on output-oriented service specification, which the supplier translates into activities,
resources and processes. The authors add that a clear difference to translating role is
that in developing role the past collaboration has resulted in trust, which mitigates the
perceived risk of relying on the supplier’s suggestions. In a developing role, the sup-

plier is in a good position to defend against competitors in future bids.

Fine-tuning role of the supplier suits situations in which the buyer-perceived uncertainty
is limited and the buyer-specific experience is extensive. The situation could for exam-
ple be a rebuy of a service, which is also called a renewal of a service contract. Given
the sourcing expertise, the buyer usually prefers input-oriented service specification so
the supplier’s task is then to fine-tune and optimize the planned resource use of the
buyer (Selviaridis et al. 2013). It can be concluded that in fine-tuning role the supplier

does not have much power in the service specification.

Figure 26 combines the service specification and supplier involvement roles in service
specification by Selviaridis et al. (2013) and the service specification orientations by
Axelsson and Wynstra (2002).



55

Supplier roles in service specification
(Axelsson & Wynstra 2002;

Selviadiris et al. 2013) -
Extensive
Translating Developing
(output-oriented) | (output-oriented)
Buyer T
perceived L
. Supplier involvement and role
uncertainty r in service definition
Re-engineering Fine-tuning
(process-oriented)| (input-oriented) 4
o }_ Matching buyer-supplier
Limited capabilities
fa— Supplier's y -
Limited Extensive
buyer -
e:ﬁ:ﬁgﬁie Buyer-supplier interactions to
define service

b

Choice of service definition
method

PN

Supplier's buyer specific
experience

Buyer perceived uncertainty Factors influencing service
reguirement definition

Figure 26: Model of supplier involvement in service specification

The model in Figure 26 shows that buyers with extensive perceived uncertainty prefer
output- and outcome-oriented service specifications as those require less sourcing ca-
pabilities from the buyer. The role of the supplier is then to use their capabilities in re-
verse-engineering the desired output or outcome to activities, resources and pro-
cesses. Another conclusion is that the larger the information asymmetry in favour of the
supplier, the more the supplier has power in the service specification. However, in situ-
ations where the supplier's buyer-specific experience is limited, the supplier can use
the service specification situation in building a buyer-supplier relationship. Also, in situ-
ations with low information asymmetry and low buyer perceived uncertainty the supplier
can use the situation in further strengthening the relationship and showing expertise,

which both complement future business between the two parties.

4.2 Early supplier involvement in the pre-tender stage

ESIl is also present in public procurement although the goal of public procurement
rarely is a development of a new product. ESI is especially relevant in the pre-tender
stage, where the buyer-supplier interaction is at the greatest level during the public pro-

curement process (McKevitt & Davis 2015). One of the main drivers for the public
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buyer to engage with suppliers in an early stage is to access industry knowledge that
can be used in drawing a better tender specification (Uyarra 2010). McKevitt and Davis
(2015) even claim that engaging with suppliers in the pre-tender stage is a prerequisite
for successful tendering. However, the buyer-supplier interaction can be constrained by
lack of skills, risk aversion or too rigid application of procurement procedures and prac-
tices (Erridge & Greer 2002). Thus, the ESI in the pre-tender stage of public procure-
ment process balances between the access to industry-specific knowledge and behav-
ing according to the principles of public procurement. As the foundation of ESI is to
connect the user and the supplier, a centralized procurement department with no com-
munication with the users can disconnect the potential supplier from the users in the
pre-tender stage (Uyarra et al. 2014).

Building on top of the literature of ESI in service specification by Axelsson & Wynstra
(2002) and Selviaridis et al. (2013), Holma et al. (2020) studied supplier involvement in
the pre-tender stage of public procurement. The study was one of the only studies the
author found of ESI in the literature of public context. The study provides a detailed ex-
ample of the structure and the process of the pre-tender stage and how ESI works in
public procurement. The case procurement of the study was an open procurement pro-
cedure. The structure of the pre-tender stage of Holma’s et al. (2020) case procure-
ment is presented in Figure 27.
Involved actors

Procurement unit, internal and external stakeholders Procurement unit, potential suppliers
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Figure 27: Supplier involvement in pre-tender stage (Holma et al. 2020)

The process of the pre-tender stage in Figure 27 quite well follows the activities de-

scribed in Section 2.4. In the case study of Holma et al. (2020) the procurement unit,

internal customers and neutral external sources are involved in the process of needs

assessment and market survey that result in preliminary specifications. The potential

providers, suppliers, are involved in the process as the official dialogue begins in a

form of technical dialogues after which the initial RFQ is published and the suppliers

have a chance to present comments and questions regarding the RFQ after which the
final RFQ is published.
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In the Holma’s et al. (2020) study the incumbent supplier and the suppliers with previ-
ous experience in B2G sales had a fine-tuning role, creating cost savings and opera-
tional synergies, which complements the theory of Selviaridis et al (2013) that the
buyer specific knowledge has an effect on the supplier role in ESI. The supplier with no
B2G experience merely had a translating role, with minimum involvement in the official
dialogue. A careful implication is that suppliers with more experience in B2G can act as
better advisors for a public authority in the pre-tender stage. Overall, in Holma'’s et al.
(2020) case study, the suppliers mostly helped the procurement unit in specifying the
service to the RFQ correctly in order to ensure a fair tender process but the value crea-
tion of ESI lacked. Thus, Holma’s et al. (2020) study recommended involving the sup-
plier earlier in order to put forward innovative ideas and not just focus on developing a
legally correct RFQ. However, no broad conclusions of ESI in public procurement can-

not be drawn due to the lack of extensive research.

While the literature of ESI in private or public context researches the motives and differ-
ent roles of the supplier, the supplier’s side of things has been left almost untouched.
The ESI literature demonstrates how the buyer can benefit from gaining market
knowledge in service or product specification phase, but the motives of the suppliers to
get involved early are somewhat mysterious. It is natural to assume that there is an ini-
tiative for the supplier as they are willing to give their knowledge and resources to a po-

tential customer in the early stage of the sales process.

Although the literature from supplier's or sales organization’s perspective is slim, the
study of Singh et al. (2013) found out that the supplier with most of their specifications
included in the RFQ stands a better chance to get awarded, which creates a motive for
the supplier for ESI. The way to influence the buyer's requirements is to make early
marketing efforts (Cova & Hoskins 1997). In order to influence the buyer’s require-
ments and specifications the supplier needs to identify the buying center and more spe-
cifically, the influencers and decision-makers (Singh et al. 2013). The study of Singh et
al. (2013) emphasized the importance of a long-term and trustful buyer-supplier rela-

tionship which can help in influencing the specifications and thus get awarded.

4.3 Preliminary framework

The goal of the literature review was to build a framework of how to influence the public
customer in the pre-tender stage to improve sales. The framework is presented in un-
derlying Figure 28. The basis for the framework is the public procurement process on

which the B2G sales process is also based on. Influencing process is under the sales
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process in Figure 28. Influencing process is split into two components of influencing in-
formal and formal. The idea of the framework is to form a sort of recipe for all the eras
and act as a tool for salespeople in B2G sales. The framework is filled with the infor-
mation provided by the literature and the framework will be modified based on the re-
sults from the empirical study. The table underneath the timeline is split into activities,
focus areas and goals. The activities describe the concrete action points for the era.
The focus areas give extra information of the characteristics of the component of influ-
encing. The goals tell what should be achieved. The dynamics of ESI in NPD can be
thought to apply in the model in terms of the power of influence which decreases as the
tender specifications become more frozen as the tender stage approaches (Trent 2007,
p. 223).

Pre-tender stage of public procurement process

Market survey
Budget and demand management !
Bid design H

Sales process

Nurturing the relationship Database and knowledge management Customer retention and deletion
Marketing the product
Problem solving Official dialogue
Adding value and satizfying the needs

Influencing process

I Informal influencing |
| Formal influencing > |

Time before RFQ
= Customer presentations + Participating in the RF|
« Listening and understanding end customer's needs
« Providing solutions for end customer's needs
Activities
« Utilizing the time when power of influence is at its largest « Contractual and legal items
= Consultative selling + Clarifying the RFQ
Focus « Targeting the right people of the buying center
ocus o Decision-makers and influencers
= Infuencing the tender specification to your benefit « Infuencing the tender specification to your benefit
¢ Choice criteria o Choice criteria
« Further development of the buyer-supplier relationship o Confractual items
Goal = Providing a solution to the end customer's needs and o Legal items
problems
« |dentification of the future procurement's buying center
o Dual or triad stakeholder setting

Figure 28: Preliminary framework of influencing a public customer in the pre-
tender stage

First component of influencing process in Figure 28, informal influence, starts the deter-
mined influencing of the customer. It is important to be there when the customer are
determining their future procurements needs (Singh et al. 2013). The power of influ-
ence is also at its highest during the time of informal influencing. The customer relation-
ship developed earlier should facilitate the influencing work. However, especially with a
new customer, the customer relationship should also be developed during the era of in-
formal influencing. The literature recognizes the possibility to influence the service

specification, but the empirical research can reveal also other areas of influence. The
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needs and problems of the customer should be thoroughly listened to (Marshall et al.
2003; Lyly-Yrjanainen et al. 2018, p. 62). The informal influence is done by providing a
solution to the customer’s needs and problems as in the evolved and B2G sales pro-
cesses. If the customer is impressed with the solution, it is likely that they will aim the
tender specification for the solution. However, the actual dynamics of influencing the
tender specification have to be confirmed with the empirical research. Important is that
the presentation is targeted to the right audience, which requires the identification of
the buying center of the upcoming procurement in terms of whether the end customers
conduct the procurement or if the procurement is managed by a centralized procure-
ment unit (Holma et al. 2020). In triad stakeholder setting the sales organization needs
to be aware of the shared responsibilities between the end customer and the central-
ized procurement in order to know who to influence. The end customer is interested in
satisfying their operational needs with the procurement whereas the centralized pro-

curement unit is more concerned of the legal and contractual items (Holma et al. 2020).

Second component of influencing process in Figure 28, formal influence, begins as the
RFQ approaches and the public customer involves suppliers in market survey activi-
ties. The formal influence is recognized in the ESI literature as the time when the public
buyer consults the suppliers and the supplier can influence the tender specification. For
example, according to the study of Holma et al. (2020), the era of formal influence rep-
resents the first point of interaction between the public buyer and the suppliers. In RFI
there is an opportunity for the suppliers to influence the choice criteria, contractual

items and legal items (Holma et al. 2020).

However, a customer relationship is needed for effective influencing. A high-quality re-
lationship helps in influencing the customer’s specification (Singh et al. 2013 Regard-
less of whether the customer is a new or an existing one, the primary goal is to develop
the customer relationship. Four factors are known to contribute to the customer rela-
tionship quality: trust, commitment, customer satisfaction and service quality (Rauyruen
& Miller 2007). With a new customer with no past business, the concrete demonstration
of the factors is hard although reference projects can help. Another important goal is to
recognize the buying center of the customer as the decision-makers and influencers,

who should be targeted when influencing the customer (Singh et al. 2013).
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5.DATA

5.1 The case company

The case company is a subsidiary of a global IT-service provider. The services include
for example IT consulting, solutions for IT-infrastructure, information system integration
and outsourcing. The parent of the case company has global operations and geograph-
ically the parent organization is divided into several strategic business units (SBU) one
of which is the case company. The case company has a business unit (BU) for public
customers in Finland and within there is a Sub-BU for Finnish central government cus-
tomers. The Sub-BU practices B2G sales as they do business with public authorities
belonging to the central government of Finland. This thesis was made in the context of
the central government Sub-BU. Figure 29 visualizes the simplified version of the or-
ganization chart of the central government Sub-BU in the case company. The abbrevia-

tions used in the organization chart are explained in the left-bottom corner of Figure 28.
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KAM = Key Account Manager
VPC = Vice President Consultant
DCE = Director Consultant
SC = Senior Consultant
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Figure 29: Organization chart of the case company's sub-BU in which the empirical
study was made
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The employees of the organization chart in Figure 28 can be divided into management
and experts. The management of the Sub-BU consists of the Head of the Sub-BU, de-
partment heads and key account managers (KAM). The experts of the Sub-BU consist
of different levels of consultants (senior, director and vice president). Experts have no
managerial responsibility. The Sub-BU consists of four departments that each have
their own central government customers, that are shared among the KAM'’s of the de-
partments. KAM’s represent the lowest managerial level with customer and revenue re-
sponsibilities. KAMs each run a team consisting of consultants, senior consultants and
a possible director consultant. Consultants are for example software developers, agile
consultants, service designers, software architects, service managers and project man-

agers.

The case company does not have a separate sales function and therefore KAM's have
the direct sales responsibility, but the director consultants, heads of departments and
vice president consultants also help in sales by providing managerial support, re-
sources, reviews and experience. In addition, the sales is seen as everybody’s work in
the case company. Quoting and managing the bidding process are responsibilities of
managers but consultants, senior consultants and director consultants also participate.
The bidding process is very strict as it is defined by an internal stage-gate framework

that states the reviews and approvals needed for a quote to go further.

The case company has had a stable and strong position among the central government
IT-service providers positioning itself in the top five largest private IT-service providers
for many years in a row (Tutkihankintoja.fi 2021). The case company has been in the
IT-service market of Finland for a long time and could be described as a traditional
player in the market among a couple of other larger competitors. However, in recent
years many new companies have entered the market with a major market share growth
resulting in a disruptive situation as more and more competitors are in the market

fighting for the government’s IT-service procurements.

Governmental customers usually ask for consultants to do IT-system maintenance and
development sometimes combined with third-party software. Instead of procuring sys-

tems, the governmental customers usually procure the consultants to build the system.
The quotes are evaluated by price and quality and the skills and experience level of the
consultants usually cover most of the quality points. Additionally, the buyer can assess

the quality with interviews and different deliverables such as descriptions of operation.
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The objectiveness of the tendering can be questioned when there is a lot of weight in
qualitative evaluation criteria that can be interpreted subjectively. Although the cus-
tomer is obligated to publish their evaluation criteria in the RFQ, with interviews and de-
scriptions of operation, the buyer can interpret and score the deliverables as they want
to. Thus, the governmental customer can publish such an RFQ that they have a lot of
power over which supplier gets awarded. RFQ’s with higher weight for the price the

evaluation of quotes is more objective as prices cannot be interpreted subjectively.

One focus area of the case company has been early influence of the customer. It is be-
lieved that the company that gets to influence the customer’s service specification and

contractual items to their benefit usually stands a good chance of getting awarded.

5.2 Data gathering

The interviews were held in April and May 2021. Theme interview was used as the data
collection method with the target to collect the primary data for the empirical research
of the thesis. The themes for the interview were chosen to match the goal of the re-
search and the research questions. A set of preliminary questions were formed for
each theme, but the asked questions depended on the course of the conversation, the
knowledge, the experience and the position of the interviewee. In addition, the sched-
ule had an effect on the interviews as one hour was booked for each interview, and in
some interviews more time would have been needed to cover all the themes in an in-
depth manner. Appendix A shows the structure of the interview. The amount of pre-
pared questions is large and the intention was not to ask all the questions in a single
interview due to the time limit of the interview and the different perspectives of the inter-

viewees to influencing work.

In a dialogic interview, the interviewee and interviewer engage in a more of an open
discussion to get all out of the interviewee (Saunders et al. 2019, p. 439). Dialogical in-
terview was seen as better option in opposite to asking a list of questions. Thus, the in-
terviews highlighted the view of the interviewee on influencing work; interviewees had
different perceptions and perspectives on influencing work, which meant that a prede-
termined “one size fits all” question structure would have not suited for all interviewees.
Furthermore, having a dialog meant that there was a chance to challenge the inter-

viewee and question his/her thoughts.

The sampling technique used in the second round was snowball sampling in which the
interviewees are chosen based on the recommendations of others (Valli & Aallos 2018,

pp. 30-31). Concretely it meant that, a few initial interviewee recommendations were
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given by management and after each interview, the interviewee was asked whether
he/she had recommendations of who to interview on the topic. There was some addi-
tional guidelines in choosing the interviewees; first, the staff of the central government
Sub-BU was the main sampling population and second, the intention was to interview
people in versatile positions in every level of the Sub-BU. The two additional criteria
limited interviewing every suggested interviewee. One exception was made to the first
criteria as the director of public affairs, who does not belong to the central government
Sub-BU, was interviewed due to his extensive experience and expertise in influencing
the public customers. Table 4 presents the interviewees and their job descriptions in

the order interviewed.

Table 4: Interviewees of the empirical study

# Title Job description

1 | Key Account Leads a team of consultants and senior consultants and has a
Manager customer responsibility with sales goals. Very recently started in

the Case Company

2 | Consultant Cloud technology expert with two years of experience in the

Case Company. Has a strong background in IT consulting from

competitors
3 | Head of De- Leading four KAM'’s and has a sales responsibility of govern-
patment mental customers
4 | Director of Maintains affairs with public interest groups of the case com-

Public Affairs  pany

5 | Vice President Consulting public customers with complying with the Act on In-
Consultant formation Management in Public Administration and develops

the internal offering

6 | Key Account Very experienced KAM with a team of consultants and senior

Manager consultants.

7 | Key Account Leads a team and has a customer responsibility with sales

Manager goals. Very recently started in the Case Company
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8 | Key Account Very experienced KAM with a team of consultants and senior

Manager consultants.

9 | Head of Sub-  Recently appointed as the head of the Sub-BU. 20+ years in IT-
BU industry

10 | Director Con-  Very experienced sales-oriented advisor for the KAM’s in the

sultant same department

Underlying Figure 30 illustrates the interviewees in the organization chart. Figure 30
also shows the placement of the author in the organization chart. The underlying figure
also shows a couple of clusters of interviewees, which can be explained by the limited
co-operation between the departments. Interviewees naturally recommended interview-

ing people have worked with. The recommendations of the interviewees are marked

with arrows.
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Figure 30: Interviewees in organization chart

At the beginning of each interview, the permission to record the interview was re-

quested and it was stated that all data will be anonymized so interviewees felt safe to
provide sensitive data. In addition, an introduction was made since many of the inter-
viewees were unfamiliar. Making a solid first expression with the unfamiliar interview-

ees the was important due to awaking credibility (Saunders et al. 2019, p. 456).
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After each interview, the recordings were re-listened and the notes were finalized. The
notes were then sent to the interviewee for approval and the interviewee had a chance
to comment on the notes and tell whether there was something that could not be used
as data for the thesis. After all the notes were approved the notes were printed and the

analysis of the material begun.

5.3 Perception of influencing

The first substance question in each interview was that how would the interviewee de-
fine sales-related influencing. The answers varied a lot; some provided a general and
broad definition of sales-related influencing whereas some provided a very industry and
context-specific answer. According to some of the interviewees the scope of influencing

regarded the upcoming RFQ. Influencing was also regarded as pre-sales work.

“(Influencing is) so called pre-sales work before publishing the RFQ”— Key Ac-

count Manager (6. interviewee)

“(Influencing refers to) an intention to change the customer’s thoughts to a fa-
vourable direction for us (the case company). The goal is that the tender invites
favour our strengths and not our weaknesses” — Head of the Department (3. in-

terviewee)

The scope of the definitions varied. Some interviews regarded influencing as an action
that aims to change the upcoming RFQ to a direction that is favourable for the case
company and some saw that influencing is used also to create demand and improve
the image. Influencing in the pre-tender stage was also seen as a way to conduct ac-
tively improve the chances of getting awarded instead of passively waiting for cus-

tomer's RFQ’s.

“(Influencing is) the opposite to reactive sales where the supplier waits for cus-
tomer’s purchase impulse. We want to influence the tender invites and also cre-
ate demand and raise the customer’s awareness of us (the case company)” —
Head of the Sub-BU (9. interviewee)

Influencing was also seen as an activity in which the customer is advised of what can
be achieved with current technologies keeping in mind also the customer’s customer

that, in the context of public procurement, are the citizens.

“We (the case company) have to consult the decision-makers of the public sec-

tor of what is possible and sensible to implement in digitalization with current
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technologies from the customer’s and citizens’ point of view” — Director of Public

Affairs (4. interviewee)

In addition to advising the customer of current technologies, one consultant who was
interviewed also saw a connection of technology foresight and influencing; by having

the foresight of the future the path of the customer to the future can be influenced.

“The objective (of influencing) is to change the perception of customer, group of
people or organization of something ... if we can foresight the future, we can try
to delicately steer the customer into a direction that is favourable for us (the case

company) and also for them (the customer)”— Consultant (2. interviewee)

Influencing a customer is not commanding but advising the customer to act in a way
that first and foremost is beneficial for them and also is beneficial for the supplier. As
the interviewed Head of Department concluded, usually there are multiple paths to

reach the same goal and the objective of the supplier is to influence the customer to

choose the path that is the most favourable.

5.4 Benefits of influencing

After the question of influencing definition the interviewees were asked of sales-related
benefits of influencing. In addition, the interviewees were asked to give real-life exam-
ples of successful influencing. The interviewees’ answers on sales-related benefits of

influencing are presented in Table 5.

Table 5: Interviewees' answers on sales-related benefits of influencing

Benefit / Inter- 1. 2. 3. 4. 5. 6. 7. 8. 9. 10. Sum

viewee

Favourable RFQ | x X X X X X X X X X 10
Skipping the X X 2
race

Creation of de- X X X X X 5
mand
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Anticipation X X X X X 5
Improving image X X X X X X X 7
Getting to know | x X X X X 5
the customer

First, favourable RFQ -benefit was mentioned by every interviewee when asked of the
sales-related benefits of influencing. A favourable RFQ was also mentioned in many
definitions of influencing. The benefit of influencing the RFQ can be manifested in
many forms. One concrete benefit is influencing the evaluation criteria, which consists
of mandatory and scoring criteria. The mandatory criteria have to be passed in order
for the quote to pass so one objective is to convince the customer not to put such man-
datory criteria to the RFQ that the supplier could not pass. One typical example in IT-
service RFQ’s of this are certificates such as cloud certificates or similar. Some con-
sultants might otherwise pass the mandatory criteria and get good scores, but they do
not have the certificate and such scenarios are unwanted for suppliers. One unfilled

mandatory criterion leads to disqualification.

“We (the case company) can try to influence the customer not to put any rare
certification combinations as mandatory criteria” — Key Account Manager (8. in-

terviewee)

Sometimes the objective can be to influence the customer to write such evaluation cri-
teria to the RFQ the rivalry cannot fulfill. Multiple interviewees mentioned that the quali-
tative criteria of the RFQ give the public buyer the chance to favour some supplier over

the others.

“We (the case company) try to influence the customer not put any specific and
rare combinations in the RFQ. On the other hand, we can try to achieve a situa-
tion in which the RFQ suits our (the case company’s) resources perfectly and

the rivalry might not be able to bid” — Consultant (2. interviewee)

However, usually it is also the supplier'’s advantage that several suppliers quote result-
ing in healthy competition. Suppliers still might successfully influence the evaluation cri-

teria in a way that the criteria do not exclude any rivalry out, but the criteria are more
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favourable to some supplier than to another. It is common that at the renewal of a con-
tract the public buyer favours the well-performed previous supplier in the RFQ by writ-
ing such evaluation criteria that well matches with the previous supplier. Thus, the sup-
plier has influenced the customer by performing well and making the customer want to
continue the co-operation. However, a renewal of the contract is just an example of a
situation. The basis for successful influencing is to make the customer want to work

with you.

“Our consultants had proven their competency during the previous contract and
at the renewal of the contract the governmental customer wrote the qualitative
criteria of the experts in such a way that those matched very well with our con-
sultants that had worked with the customer during the previous contract.” — Key

Account Manager (6. interviewee)

The price-quality ratio is also an item that is influenced; the supplier who has a high-
quality quote to match the RFQ usually wants a higher weight for the quality so that no
low-priced competitors get awarded. Awarding the high-quality quote can also be seen

as the benefit of the buyer.

Influencing the content of the RFQ also relates to influencing the contractual items
such as the damages of the supplier. The maximum damages can be specified to the
RFQ as unlimited which means that the damages are proportioned to the revenue of
the corporation of the supplier. In the case company, the unlimited damages in RFQ re-
sult in an immediate decision not to offer since the financial risks are overwhelming due
to the large and global revenue of the parent of the case company. Hence, one im-
portant objective of influencing work is to justify to the customer not to put unlimited
damages to the RFQ.

“We need to tell the customer not to put unlimited damages to the RFQ in case

they want us to quote” — Key Account Manager (8. interviewee)

One interviewee also told an example in which the account management of the case
company tried to influence how a larger procurement entity is split into smaller pieces
and RFQ’s. It was known that the case company’s offering would not match all the
parts of the procurement entity so the motivation for influencing was that the customer
would split the entity in a way that as many procurements as possible would match the
case company'’s offering. Failed to do so, it could have been possible that the entity
would have been split in a way that the case company would have not had a strong po-

sition in any of the RFQ’s.
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Second, skipping the race -benefit refers to achieving a situation in which there is no
need to race the tender. Such procurement procedures as innovation partnership, di-
rect procurement and small procurements require no racing of the procurement. How-
ever, a large set of legislative matters have to be considered by the buyer before
achieving an innovation partnership or a direct procurement. Frame agreements and
existing contracts can be utilized to facilitate procurements so that they will not have to
be raced. The suppliers can influence the buyer to interpret the procurement to be in-
cluded in an existing frame agreement in order to avoid the race. One interviewee told
of a frame agreement to which three suppliers were chosen. The frame agreement was
supposed to work in a way that procurements were first offered to the first supplier and
in case they were not able to take the order the procurement would then be offered to
the second supplier. The case company was in third place but they managed to influ-
ence the governmental customer to surpass the two other suppliers and offer projects

straight to the customer.

Third, creation of demand -benefit refers to a situation in which the public buyer starts
the procurement process from the supplier’s initiative. Instead of waiting for the RFQ,
the suppliers can actively search for the customer’s pain points, difficulties and areas of
improvement in order to find those items that match with their offering and possibly

lead to a procurement.

“We (the case company) had a bad customer relationship with a governmental
customer. Staff changes happened in both parties and the rebuild of the relation-
ship began. Our (the case company’s) experts worked closely with the customer
in the customer’s premises and noticed a set of very outdated legacy IT-sys-
tems. The due diligence resulted in a very large procurement which we (the case

company) won” — Head of the Sub-BU (9. interviewee)

However, in B2G it is not certain that the creation of demand will realize as sales for
the company that awoke the demand since in case of an open public procurement an-
other company can get awarded. Thus, the supplier-led demand creation should be
considered as an opportunity for the whole industry and not just for the supplier who

had the primary role in creating the demand.

“(B2G) Influencing work should be regarded as a mean to create demand for the
whole (IT-service) industry and not just for us (the case company)” — Director of

Public Affairs (4. interviewee)
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Fourth, anticipation -benefit is linked to the benefit of getting to know the customer and
especially its future procurements. Anticipation relates to the anticipation of future re-
source needs needed to fulfill the demand of the customer. Resource needs in the con-
text of the case company mean consultants, intellectual property and all sorts of re-

sources needed to fulfill the demand.

“To my experience, management does not like surprises and via influencing we
(the case company) get to anticipate longer into the horizon what the customer

wants” — Vice President Consultant (5. interviewee)

Consultants are the main resources in IT-service business and especially experienced
consultants are a scarce resource. Thus, recruiting new consultants is crucial in the
business of the case company and since experienced consultants are scarce re-
sources the recruitment takes time. Successful anticipation prepares the supplier to an-
swer to the RFQ.

Fifth, improving image -benéefit refers to improving the image among current customers
and raising awareness among new customers. Some customers might not be familiar
with the case company and its offering and competencies. Thus, interacting with cus-
tomers in the pre-tender stage by presenting relevant and successful references and
demonstrating the value the case company could provide to the customer can help in
improving the image in the eyes of the customer, which can result in receiving more
RFQ’s and invitations to market and technical dialogues. The consultant (2. inter-
viewee) told an example of a governmental customer who wanted to purchase a paying
solution and invited the case company to a market dialogue to present their paying so-
lutions. The case company had no paying solutions in their offering, but two competent
consultants were sent to the market dialogue to discuss the future of paying in general.
Although the case company could not participate in the RFQ, the meeting resulted in
another meeting with the top management of the governmental customer. Thus, alt-
hough no direct sales-related benefits stemmed from the influencing the customer was

impressed of the expertise of the consultants and wanted to hear more.

Sixth, getting to know the customer -benefit refers to getting to know the customer on
an individual- and organizational-level. Individual-level relationship is formed with cus-

tomer’s staff.

“It is good to know the people behind the procurement” — Vice President Con-

sultant (5. interviewee)
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In addition, getting to know the customer on an organizational-level is an opportunity to
learn of the customer’s operations, strategy, vision and roadmap of future procure-
ments, which help in advising and consulting the customer. The organizational-level re-

lationship is also a benefit that realizes in the long-term.

When asked of the importance of influencing work every interviewee considered influ-
encing work to be important and beneficial. However, the real-life case examples of the
direct sales-related benefits of influencing work were rare among the interviewees alt-
hough the interviewees quite well responded to the benefits of influencing work in gen-
eral. As one interviewee commented to the lack of real-life examples of directly sales-
related influencing work benefits, it is hard to distinguish ones impact from the rivalry

and the customer’s own behaviour.

5.5 Prerequisites for influencing

The interview results of prerequisites for influencing work will be discussed in this sec-
tion. The prerequisites for influencing work refer to individual skills, buyer-supplier rela-
tionship and knowledge that enable the influencing work in B2G environment in the
pre-tender stage. Table 6 presents the opinions of the interviewees regarding prerequi-
sites for influencing work in other of the interviewees. The right-most column presents

the frequency of the prerequisites.

Table 6: Interviewees' answers on prerequisites of influencing

Prerequisite 1. 2. 3. 4. 5. 6. 7. 8. 9. 10. Su
m
Knowing the cus- X X X X X X X 7

tomer’s business

Active CRM X X X X X 5

Trust-based indi- X X X X X X X 7
vidual-level cus-

tomer relationship
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Knowing the key X X X X X 5
contacts

Successful history X X X X 4
Good reputation X X 2
Technical expertise | x X X X X X X 7

First, knowing the customer’s business —prerequisite was mentioned by seven out of
ten interviewees making it the most frequently mentioned prerequisite among the inter-
viewees. Knowing the customer’s business refers to knowing the customer’s strategy,
mission, needs, customers, current suppliers, vision and, most importantly, procure-
ment roadmap for the future. In addition, thorough knowledge and understanding of
customer’s everyday operations were seen as a crucial prerequisite especially for cre-
ating demand since the creation of demand requires the sales organization to notice
problems or ineffective parts of the customer’s processes, which is hard to do without a
thorough knowledge of the customer’s operations. The knowledge needed for influenc-
ing work goes beyond IT; interviewees emphasized the need for understanding the

work of the customer’s operators.

“Knowing the customer’s strategy, vision and business are especially important
in larger cases of influencing. In smaller cases of influencing a dotted under-

standing is enough” — Head of the Sub-BU (9. interviewee)

The head of the sub-BU told one example of a governmental customer with whom the
buyer-supplier relationship was in a bad condition but as the customer’s and the case
company’s staff changed the rebuilding of the relationship began resulting in a frame
agreement. Consultants of the case company got to know the customer’s operations in-
depth via thorough non-paid pre-sales consulting and billable consulting orders the
consultants noticed that the IT-technology was very outdated. The customer then de-
cided to act based on the recommendations of the case company and publicly raced
the tender which the case company won. During the time of the frame agreements, the
case company’s consultants worked with the customer’s staff in the customer’s prem-
ises, which led to a thorough understanding of the customer’s operations and issues.

The head of the sub-BU claimed that the thorough understanding of the customer’s
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business and operations enabled the influencing work. However, among the interview-
ees, the importance of knowing the customer’s business was regarded to depend on
the situation and the goal of influence; for smaller areas of influence in-depth

knowledge of customer’s business is not that essential.

Second, active CRM -prerequisite was mentioned by 5 interviewees. The active care of
the customer relationship means that the customer account directors actively stay in
contact with the customer and have a thrive and hunger for sales and for developing

the account.

“Influencing requires a genuine interest towards the customer. Your objective is
to help the customer and you want to be part of the problem solving of the cus-

tomer” — Key Account Manager (6. interviewee)

Active CRM can happen in many forms; interviewees mentioned such examples as
presentations, lunches, phone calls, emails and even golf or other free time activity.
The interviewees emphasized the continuity of active care; the account directors
should stay close to the customer regularly. In addition to the continuity of the CRM the

customer also has to feel that the representative of the sales organization is motivated.

“The customer is more likely to listen to an excited and motivated presentator”—

Director Consultant (10. interviewee)

The interviewees emphasized the importance of actively listening to the customer and
asking questions. The customer needs to feel that they are listened to and the opposite
side is genuinely interested of what they are saying. Active listening enables the con-
versations and sales leads to stem from the actual needs of the customer in opposite to
pushing the offering of the sales organization to the customer without a recognized

need.

“If you do that (push own offering without a need) in the first meeting you proba-
bly will not get a new meeting with the customer” — Key Account Manager (6. in-

terviewee)

Third, trust-based individual-level customer relationship -prerequisite was also seen as
an important prerequisite for influencing work. According to many of the interviewees,
establishing a personal relationship with the customer enabled gaining trust. Trust
alone was mentioned by five out of ten interviewees. According to the interviewees, es-
tablishing a trustful individual-level relationship with the customer requires friendship
characteristics which can be obtained by discussing non-work-related matters espe-

cially at the beginning of the meetings.
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“Discussing non-work-related matters in the meetings relaxes the atmosphere
and the customer might tell something valuable” — Key Account Manager (8. in-

terviewee)

Thus, not all meetings should be directly work-related; taking the customer for a lunch
or a round of golf can create an atmosphere where the public customer can tell things
that he/she normally might not. The individual-level customer relationship was also

considered to be more important than the organizational-level. The customer relation-

ship was regarded to be personified.

“When he (Director of Public Affairs) calls to a customer, it is not the case com-
pany who calls but him (Director of Public Affairs) as an individual” — Consultant

(2. interviewee)

Fourth, knowing the key contacts -prerequisite refers to knowing the customer’s people
who can have an impact on the area of influencing. Knowing the customer on an indi-
vidual-level is important, but one has to know the right people to make the right impact
in the customer’s organization. According to the interviewees, the right people to know
depend on the situation; in some cases, it can refer to the Chief Information Officer
(CIO) of the customer, head of the customer organization, customer’s experts or the
procurement. A general comment from the interviewees was that it is good to know the
customer’s top management. However, in larger customer organizations a smaller pro-
curement might not be at all visible to the top management so the key contacts needed
for influencing would reside lower in the organization. The Head of the Sub-BU and the
Director of Public affairs also emphasized that, as an IT-service supplier, the key con-
tacts of customer’s IT are not enough but the staff of the case company should also
have contacts in the business management of the public customer to have a larger im-

pact.

“We have to target the customer with two swords; one for the IT-management

and one for the business management” — Head of the Sub-BU (9. interviewee)
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The concept of key contacts also varies between different roles; several interviewees
said that the employees working in the customer interface should all have correspond-
ing key contacts in the customer’s organization. The top management of the case com-
pany should have key contacts in the top management of the public customer and the
consultants of the case company should have key contacts among the experts of the
public customer and so on. Figure 31 illustrates an example of the key contacts of the
case company with a customer. However, the key contacts are not always from the

same organizational level.
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Figure 31: Example of key contacts between the case company and
a governmental customer

Fifth, successful history -prerequisite refers to the performance of the past and ongoing
trades between a public customer and a supplier such as the case company. Although
the individual-level customer relationship was seen as a prerequisite more important
than organizational-level customer relationship the successful history between the or-

ganizations can have an effect on influencing a public customer.

“A good relationship between the organizations helps (in influencing), but the in-

dividual-level relationship is more important”— Consultant (2. interviewee)

A satisfied customer is likely to be willing to continue co-operation in the future and is
more likely to listen to the recommendations of the supplier. An ongoing trade also ena-
bles the supplier to influence the customer from inside. The word of an IT consultant
who has worked for the same customer for years can have more impact than the word
of KAM.

“There are no better influencers than the competent project team currently work-

ing for the customer”— Consultant (2. interviewee)
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Sixth, good reputation is a similar prerequisite to successful history. A good reputation
creates credibility for influencing work from the customer’s point of view. A good repu-
tation can be formed with marketing activities such as references and results of cus-

tomer satisfaction queries or the customer might have heard about the high-quality op-
erations of the supplier from other customers of the supplier. As one experienced KAM

said in the interviews:

“The positive appraisals of existing governmental customers of ours (the case
company’s) are the best praises we (the case company) get”— Key Account

Manager (6. interviewee)

Seventh, technical expertise is a prerequisite needed from the influencers. The afore-
mentioned real-life example of the governmental customer who was convinced by the
case company to renew their information systems works as a good example of the im-
portance of technical expertise in influencing work; without technological understand-
ing, the customer is hardly convinced to follow your recommendations. The interview-
ees told that consultants specialized in the area of expertise are also present in the
meetings when there is a need to talk about technical matters that exceed the
knowledge of the owner of the key account. In a setup like that, the role of the account
owner was regarded as an enabler by the interviewees; the account owner has the key
contacts to enable the meeting. However, according to the interviewees, the discussion
usually begins without the consultants involved so the key account manager should
possess general knowledge of the case company’s offering and IT-technologies. Tech-
nical expertise creates credibility and it is important to know more about certain tech-

nology than the customer does.

“‘We (The Case Company) have to be able to teach the customer”— Key Ac-

count Manager (1. interviewee)

However, the interviewees stated that without an organizational-level customer rela-
tionship (referring to past and/or ongoing business between the buyer and the supplier)
it is hard to make a larger impact on the customer although there can exist individual-
level contacts from previous employees for example. Keeping in mind that competitors
also influence or at least try to influence the customers to their benefit and usually the
governmental customer already has one or several suppliers working for them and they
might have no want to change the suppliers. Thus, the formation of the organizational-

level customer relationship is important prior to influencing.

The interviewees’ opinion was that there is no precise way to form a customer relation-

ship, but an active approach is needed to get the first meetings with the customer and
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listening the customer was seen as important by many interviewees. As the interaction
reveals a lead of a business opportunity a small project, such as a proof of concept,
can help in demonstrating the competence of the supplier and lead to further business

opportunities.

5.6 How to influence a public customer in the pre-tender stage
to improve sales

This section focuses on how the influencing work is actually conducted and, further-
more, how the influencing work should be conducted ideally in B2G setting. The sec-
tion discusses such items as the process of influencing, targets of influencing, sup-

plier's roles in influencing and the environment and setup of influencing.

First, process of influencing discusses the timing of influencing. When the interviewees
were asked when the influencing work should ideally begin in relation to the publication
of the RFQ a very general the first reaction was that it depends on the situation and the
objective and pursued benefit of influencing. If the objective is to convince the customer
not to put unlimited damages to the RFQ the situation is very different to the situation
where the objective is to create demand. The customer’s procurement process and
their limitations set frames to the timing of the influencing work As the interviewees’
own perception of influencing work varied so did their opinions of the ideal timing to

begin influencing work.

Creation of demand is a suitable example to demonstrate the timing of influencing
work. From the customer’s perspective, the demand is fulfilled with a procurement that
has to be funded. Thus, the funding process of the public customer sets timeframes to
the influencing work. Two interviewed key account managers stated that the govern-
mental authorities need a year before the RFQ to get extra funding to their procure-
ment budgets. The creation of demand is a very special situation since it is initiated by
the supplier and not by the customer. In creating demand the dimension of time before
publishing the RFQ is hard to apply since the customer has not begun the procurement
process and the supplier’s objective is to trigger the process. In creation of demand a

more suitable dimension is their satisfaction with the current state.

“We have to influence the customer while they still are satisfied to the current

state” — Key Account Manager (1. interviewee)

In order to create demand, the supplier has to convince the customer who is satisfied

with the current state or not worried enough to start the procurement to see the faults in
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the current state and convince the customer to see their solution is worth procuring in

order to initiate the customer’s procurement process.

Figure 32 visualizes the demand creation influencing process which consists of such
sub-processes as convincing process, funding process and procurement process.
Then the question is that how much time does it take to convince the customer to start
the funding process. The head of the sub-BU’s opinion was that it takes between two
and two and a half years of time from the start influencing the RFQ in larger demand
creation. Thus, the convincing takes approximately one or one and a half years of time,
keeping in mind the time needed for the customer to get the funding. However, if the
procurement fits the current budget of the customer the process of demand creation
can be shorter. In addition, the procurement might not have to be openly raced, which

further shortens the process.
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Figure 32: Processes of the pre-tender stage in demand creation

Nevertheless, it is common that the demand has been initiated by someone else and
the customer has begun the procurement process. According to the interviewees, the
minimum time before the publication of the RFQ to start the determined influencing var-
ied between half a year and one year. The ideal timing to start the influencing was one

and a half or two years before the procurement.

“The timing of the influencing depends on the size of the procurement and the
customer relationship. With some customers, we have continuous communica-
tion and some customer are much colder” — Director Public Affairs (4. inter-

viewee)

The influence of the size of the procurement on the timing can be explained with the
customer’s operations; a larger strategic procurement is visible much earlier than for
example a renewal of a small maintenance contract. Without a future procurement in
sight, the content of the RFQ cannot be influenced. When the customer has visibility to
the future procurement the influencing should begin as early as possible. Interviewees’
opinion was that the power of influence decreases as time goes by and the specifica-

tion of the RFQ starts to freeze.



79

According to the interviewees, influencing should partially be a continuous activity. The
supplier should advice the customer all the time and not just emerge when they hear of
an interesting future procurement. Thus, it is relatively hard to state an absolute starting
point for the influencing as the objectives of sales-related influencing vary and the cus-

tomer’s actions play a large role.

The interviewees were also asked of the time of formal influencing which includes such
buyer-led supplier involvement activities as a market dialogue and technical dialogue.
In general, the interviewees’ opinion that the power of influence is very limited during
formal influencing since especially in technical dialogues the agenda of the customer is

predetermined and many public customers want strictly to follow it.

“If we begin the influencing in official dialogues we are usually too late to make

an impact” — Head of Department (3. interviewee)

Although the influencing opportunities were seen as limited during the formal influenc-
ing the interviewees claimed that by participating in the official dialogues the supplier
can meet the customer, present their competencies and experts, receive information of
the upcoming RFQ and in a close customer relationship even get the chance to influ-
ence the content of the RFQ. Especially the market dialogue was regarded to be a use-
ful event since there is a chance to present solutions to the customer’s problems and

needs.

Second, target of influencing discusses to whom influencing is targeted. A general con-
sensus among the interviewees was that the influencing is targeted to all stakeholder
groups and to all hierarchy levels of the customer who have an impact on the future

procurement or on the customer’s operations and investments.

“We have to influence on every level of the customer’s organization. One loud
opponent of ours (the case company’s) can have a large impact” — Head of De-

partment (3. interviewee)

The possible stakeholders of the customer mentioned in the interviews include top
management (ClO, CFO and managing director), funders, their customers, people re-
sponsible for the budget, experts and project managers. However, it is not realistic that
all possible stakeholders would be influenced in all situations. Similarly to the question
of when to begin, the question of whom to target depends on for example the size of
procurement and the objective of influencing. If the objective is to convince the cus-
tomer to conduct a large-scale procurement the stakeholder environment is quite vast

as the top management commitment and funding are needed.
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“Target of influencing depends on the case; smaller procurement are not visible

to the top management” — Director Consultant (10. interviewee)

Targeting the top management and people responsible for funding and budgeting prob-
ably still is not enough since the managers also rely on their subordinates and experts
creating a decision-making network that should be targeted as an entity in influencing
work. Nevertheless, the interviewed consultant (2. interviewee) stated that in larger
cases of influencing the customer’s top management should be targeted as they have

the long-term planning responsibility.

The target of influencing goes hand in hand with the prerequisite of key contacts which
should be formed prior to the influencing according to the vice president consultant (10.
interviewee) who was interviewed. If the key contacts are already formed in tactical, ex-
pert and top management levels the decision-making network can be targeted based

on the situation.

With governmental customers such as ministries, the politics are also involved in the
stakeholder environment at some level, but in addition to the director of public affairs
(4. interviewee), no other interviewee mentioned politics or politicians in the interviews
as targets for influencing. The centralized procurement unit, Hansel, was also a topic in
the interviews but they were seen as a reliable procurement facilitator so no inter-
viewee said that they would have to be considered in influencing or sales in general

during the pre-tender stage.

Third, supplier’s roles in influencing discusses the roles of the individuals in the sup-
plier's organization. Two distinctive roles emerged in the interviews: an expert and a
person who has arranged the meeting and owns the key contacts. The latter one was
called in many different names by the interviewees, but the used name of the role is an
enabler. Enablers possess the key contacts and have the power to arrange meetings
with the customer. Enablers in the case company’s context are usually key account
managers, higher management or just employees of the case company who have the
needed connections from the customer’s organization. Enablers do influencing work
themselves as well, but when the discussion moves to in-depth matters usually an ex-
pert is brought to the conversation to provide their substance expertise which creates

credibility.

“When he (the expert) starts to talk about the substance, | shut my mouth and let
him (the expert) handle the technical matters”— Key Account Manager (7. inter-

viewee)
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The first meetings are usually held by enablers. In addition to the role of the door
opener the head of the sub-BU stated that enablers should constantly have a sales-ori-
ented approach and a willingness to create value for the customer. One person can
also have both the role of an enabler and an expert. A technically competent key ac-
count manager or very customer-oriented consultant can have the power to arrange

the meeting and the competency to discuss the technical side of things.

Fourth, influencing setup and environment discusses the events where influencing is
conducted. Influencing work can manifest in many ways. Interviewees mentioned the
following influencing events: one-on-one meetings, lunches, presentations, public
speaks, blog writings, rounds of golf, project-related meetings, phone calls, emails and
steering groups. There is no one environment or setup that could be generalized as a
perfect influencing environment. The most suitable environment depends on the influ-

encer’s and the customer’s preferences and the amount of participants.

“I prefer the influencing to happen in a one-on-one setting with the customer.
There are some experts that | know that have the charisma to influence a whole

hall of listeners, but they are in rare” — Vice President Consultant (5. interviewee)

In sales presentations, a typical setup was that the enabler and the expert represented
the case company and the enabler’s key contact and customer’s corresponding expert
represented the customer’s organization. Influencing can also take place in public
events where an expert gives a speech to the customers of some topic related to
his/her vertical of expertise, which may lead to further discussions. Blog writings work
in a similar way. Influencing work also happens in regular communication with the cus-
tomer via email exchanges and phone calls. The better and the more friendship-like the

individual-level customer relationship is the more informal the communication can be.
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6. ANALYSIS & DISCUSSION

6.1 Starting point for the analysis

This section discusses the objectives of the empirical study in relation to what was
known on the basis of the literature review. Figure 33 describes the main questions and
areas of unknown the empirical research tries to answer and fulfill.
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Figure 33: Starting point for the analysis
Singh et al. (2013) and Lindholm et al. (2018) both recognized the supplier’s intention

to influence the content of the RFQ to improve changes of getting awarded. Singh’s et
al. (2013) point of view was that the supplier who gets most of their specification to the
tender stand the best chance of getting awarded. In the study of Lindholm et al. (2018),
the supplier tried to influence the evaluation criteria of the RFQ to better match their
product. However, a hypothesis was that influencing a public customer in the pre-ten-
der stage can result in a set of versatile benefits not limited to just influencing the con-
tent of the RFQ. The following analysis will also provide a detailed discussion of what
features of the RFQ are the suppliers trying to influence and how the features affect the
competitive landscape of the tendering. In addition, the following analysis will present
the different directly and indirectly sales-related benefits of influencing that emerged
from the interviews and complement the potential benefits of influencing a public cus-
tomer in the pre-tender stage. The benefits of the supplier form the motivation for active
influencing in the pre-tender stage in opposite to passively waiting for customer’s

RFQ’s and order impulses.

Singh et al. (2013) concluded that the supplier has the best chances of getting their

specification to the RFQ is to have a long-term and trust-based relationship with the
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public customer. Furthermore, they emphasized the importance of targeting the cus-
tomer’s decision-makers in effective influencing. However, the author’s hypothesis is
that the individual skills, competencies and attributes of the influencer form prerequi-
sites for successful influencing. In addition, the effect of individual- and organizational-
level customer relationships will be discussed in-depth. The analysis will provide in-

sights of the importance of both levels of customer relationship in influencing.

To address the main research question the following analysis will discuss how a public
customer should be influenced in the pre-tender stage to improve sales. The existing
sales literature has mostly focused on B2B sales and sales process. Holma’s et al.
(2020) study of ESI in the pre-tender stage provided data for the process of buyer-led
supplier involvement in the pre-tender stage which is referred to as formal influencing.
However, the assumption is that influencing a public customer begins before formal in-
fluencing. The following analysis will discuss how the influencing process should be

conducted before the beginning of the public procurement process and during it.

6.2 Results of the study

The results of the study will be presented in this section. The main findings of the em-
pirical study are discussed in regard to the literature review. The topics that will be cov-
ered are levels of influencing, benefits and prerequisites of influencing and influencing

a public customer in the pre-tender stage.

Originally the influencing process was split into two components of influencing: informal
and influencing. Based on the results of the empirical study a new split into three levels
of influencing is presented: strategic, tactical and formal. The original informal influenc-
ing is split into strategic and tactical influencing. The main characteristics and differ-

ences of strategic and tactical influencing are presented in Table 7.

Table 7: Characteristics of tactical and strategic influencing

Tactical Strategic
Temporal dimension | Periodic and RFQ-related Continuous
Focus Sales Advising and consulting the
customer
Targeted to People have influence over  People with responsible for
the upcoming RFQ long-term planning
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Setup Customer meetings Blog writings, public speaks,

customer meetings

Benefits Favourable RFQ Demand creation, gaining ad-
visory role, influencing cus-

tomer’s long-term road map

First, temporal dimension makes a difference between strategic and tactical influenc-
ing. Strategic influencing is a continuous activity whereas tactical influencing is related
to the upcoming RFQ and is thus a periodic activity with starting and ending points.
Second, focus divides strategic and tactical influencing in regard to the directness of
the focus in sales. In strategic influencing the focus is in advising and consulting the
customer in their long-term planning with an indirect sales focus. Tactical influencing
focuses on creating such circumstances to the upcoming RFQ in order to maximize the

chances of getting awarded.

Third, target of influencing naturally differs between the strategic and tactical influenc-
ing. Since in strategic influencing the focus is on advising the customer in long-term
planning the top management should be targeted since they are responsible for the
strategy planning. In tactical influencing, the people who work with the procurement
should be targeted. Fourth, setup refers to the events where the influencing is con-
ducted. Both levels of influencing can be conducted in normal customer meetings, but
strategic influencing can also be practiced in setups that are targeted to a wider audi-
ence such as blog writings and public speaks. Fifth, benefits refers to the pursued ben-
efits of the two levels of influencing. While strategic influencing aims in creating new
sales opportunities and influencing the customer’s long-term procurement road map,

tactical influencing aims in achieving a favourable RFQ.

The characteristics of strategic influencing have a lot in common with such sales ap-
proaches as consultative and inbound selling. In consultative selling, the focus is not on
selling a product but on selling value, solving customer’s problems and helping the cus-
tomer to achieve its strategic goals (Hanan 2004, p. 23; Moncrief & Mashall 2005;
Toytari et al. 2011). Although strategic influencing was not directly as linked to sales as
consultative selling, the idea is still very similar; no products as such are tried to be sold
to the customer but the focus is on the long-term future of the customer, value creation
and solving the customer’s problems. Strategic influencing also has similarities with in-
bound selling since inbound selling also aims in making the customer want to work with
one, which is done by advising the customer and presenting a luring supplier image

(Tyre & Hockenberry 2018, p. 136, 152). Such setups for strategic influencing as public
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speaks and blog writings try to create an image of a supplier with whom the customer

wants to partner with.

Tactical and also formal influencing match well with the supplier’s role in the studies of
Singh et al. (2013) and Lindholm et al. (2018). In the studies, the suppliers tried to influ-
ence the specification of the RFQ to their advantage. However, although the motive for
tactical and formal influencing is similar, they still differ in terms of time and power of
influence. Tactical influencing is conducted prior to formal influencing and the results of
the empirical study indicate that the supplier has a bigger power of influence prior to
formal influencing. Tactical and formal influencing also have a connection with the sup-
plier roles in service specification by Selviaridis et al. (2013) and Axelsson and Wynstra
(2002) according to whom the supplier’s role in service specification depended on two
variables: buyer perceived uncertainty and supplier’s buyer-specific knowledge. The
supplier’s ideal situation would be to have extensive buyer-specific knowledge and an
uncertain customer resulting in an information asymmetry to the supplier’s benefit as
the buyer lets the trusted supplier have a major role in service specification. The impli-
cation for the supplier’s tactical influencing is then to seek opportunities where there is
an information asymmetry with a close customer and take advantage of those situa-
tions by influencing the RFQ’s specification. Another implication of the Selviaridis et al.
(2013) study for tactical influencing is that there is a possibility to influence the RFQ
specification with newer customers and the service specification is an opportunity for

the supplier to prove themselves to the customer.

The first research subquestion was the following: What kind of benefits does B2G influ-
encing result in? The benefits of influencing work recognized in literature were dis-
cussed in Chapter 4 and indirectly also in Chapter 3. Literature did not recognize any
other benefits for influencing in B2G environment than influencing the specification of
the RFQ to the supplier’s favour (Singh et al. 2013; Lindholm et al. 2018). Thus, the
findings of this study regarding the benefits of influencing the public customer fulfill a
gap in current B2G sales literature. Figure 34 presents the sales-related benefits of in-
fluencing work in the B2G context. White background marks the benefits from the em-
pirical study, grey background marks the benefits from the literature and gradient grey

marks the benefits stemmed from both empirical study and literature.
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Figure 34: Sales related benefits of influencing work from the empirical
study and literature

First directly sales-related benefit is influencing the content of the RFQ in a way the
chances of winning are as high as possible. This benefit was also recognized by
Singh’s et al. (2013) and Lindholm et al. (2018) although their focus was just in influ-
encing awarding criteria of the RFQ. The benefits stemmed from the empirical study re-
garding the RFQ were much more versatile than just influencing the award criteria
(mandatory and scoring criteria) of the RFQ. Other RFQ-related benefits are influenc-
ing the price-quality ratio, contractual items and target of the procurement in a favoura-
ble way to the supplier. In summary, the motive for influencing the RFQ is to maximize
the conditions that favour yourself and minimize the conditions that are unfavourable.
In addition, the intention can sometimes be to influence the RFQ so that it is very diffi-
cult for the rivalry to quote. The reason why influencing for example contractual items
were not mentioned in the literature can be partly explained with the characteristics of
the B2G environment; in public procurement, the RFQ usually included the contract
draft which is then approved by the supplier when they submit their quote. Thus, influ-
encing the contractual items is essential in the pre-tender stage in the B2G environ-

ment since the supplier’'s power of influence is almost non-existing in negotiations.

Second directly sales-related benefit from the empirical research is the benefit of skip-
ping the race entirely. Public procurement literature discusses the regulatory items re-
garding procurement procedures in which no open race is needed, but from the sup-
plier's perspective, the opportunity of skipping the open races has not been discussed
in the literature. However, the buyer should not be influenced by the supplier to skip
open races. Only two out of ten interviewees mentioned skipping the race as a benefit

for influencing and neither had any examples of a situation in which the supplier has
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convinced the buyer not to race the tender. However, the tendering stage demands re-
sources from the public buyer so sometimes the public buyer might be interested in
skipping the race. Further research would be needed to study the supplier's power of

influence on skipping the race.

Third directly sales-related benefit of influencing is creation of demand, which is one of
the core motivations for doing sales in general. In the evolved sales process by
Moncrief and Marshall (2005) the demand was created and sales was closed finally by
solving the customer’s problem with a value-adding solution. The study of Moncrief and
Marshall (2005) was done in the B2B context. In the B2G context, the sales organiza-
tion can create demand, but there is no guarantee that the supplier who awoke the de-
mand gets awarded. In the B2G context, the connection of successful sales work and
getting orders is not that straightforward as it can be in the B2B context (Wang & Bunn
2004). Yet, all the interviewees saw a sales-related incentive to influence the public
customers, which complements the finding of Josephson et al. (2019); the net benefits
of B2G markets will not realize without a proper emphasis. Supplier-led demand crea-
tion is an interesting item in B2G sales and further research would be needed to study
the actual process and effectiveness of the influencing work in the area of demand cre-

ation.

Fourth benefit of influencing work is anticipation, which is an indirectly sales-related
benefit of influencing. The sales literature emphasizes the need to listen to the cus-
tomer in order to understand the customer’s context, problems and needs (Moncrief &
Marshall 2005; Lyly-Yrjanainen et al. 2018, pp. 61-62). The understanding then ena-
bles the salesperson to communicate the value proposition in the customer’s context
(Lyly-Yrjanainen et al. 2018, p. 62). However, the understanding of customer’s busi-
ness and future plans can be valuable in itself since it allows the sales organization to
anticipate the future demand of the customer. The importance of anticipation can de-
pend on the industry and the anticipated demand. In IT-service industry, in which the
empirical study’s case company operates, the importance of anticipation was regarded
as relatively high since the service needs of the customers can be quite versatile. For a
standard product supplier, the anticipation advantage might not be that useful. How-
ever, the anticipation benefit complements the existing sales and CRM literature as it

can be achieved even without sales.

Fifth benefit of influencing is improving own image as a supplier, which is an indirectly
sales-related benefit of influencing. The benefit of improving supplier image is based on
the idea that a supplier perceived as competent may get more RFQ and dialogue invi-

tations for example and be more effective as an influencer compared to a supplier with
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a worse brand image. In addition to the supplier image, the consultative tasks included
in influencing positively correlate with the perception of the salesperson’s expertise and
relationship loyalty (Newell et al. 2011), which can be regarded as the sixth influencing

benefit.

Seventh benefit of influencing is getting to know the customer on an individual level,
which is an indirectly sales-related benefit of influencing. According to the interviewees,
an individual-level customer relationship helps in building trust, which is one buyer-sup-
plier relationship factor contributing to the relationship quality (Rauyruen & Miller 2007).
ESI literature also recognizes improved buyer-supplier relationship as one of the bene-
fits of early co-operation in NPD and in service specification (Mclvor & Humphreys
2004; Selviaridis et al. 2013).

In general, the benefits of influencing work from the interviews are quite new to the lit-
erature, which is explained by the scarcity of B2G sales and sales-related influencing
literature. Influencing the RFQ was the only benefit that was mentioned in both empiri-
cal study and literature. Still, the benefits mentioned in the interviews had relations to

sales, buyer-supplier relationship and ESI theories.

The second research sub-question was the following: What kind of prerequisites are
there for B2G influencing? The matter was not directly discussed in the literature re-
view, but many of the prerequisites stemmed from the empirical study relate to a buyer-
supplier relationship either on an individual- or organizational-level and individual-level
skills. Underlying Figure 35 presents the prerequisites for influencing work from the em-
pirical study and the literature. Rounded rectangles are prerequisites that have been
split into three categories in sketched rectangles. The background colour marks the

source for the prerequisites.
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First prerequisite for influencing is knowing the customer’s business, which relates to
knowing the customer’s strategy and operations on a detailed level. The importance of
knowing customer’s business has been recognized in theory as well. According to
Bendapudi and Leone (2002), the supplier’s key contact needs to know the customer’s
business as well as the customer in order to really add value to the customer and antic-
ipate their needs. The anticipation of customer’s needs is especially for demand crea-
tion and larger cases of influencing. Customer knowledge is needed to properly advise
and consult the customer that are the tasks of a consultative salesperson (Toytari et al.
2011). Selviaridis’s et al. (2013) study also recognized that supplier’'s buyer-specific ex-
perience influences the extent of supplier’s involvement in service specification to-
gether with buyer’s perceived uncertainty. The importance of detailed customer
knowledge can however depend on the industry; IT-services provided by the case com-
pany of the empirical study are usually at the very core of customers’ operations so
identifying sales opportunities requires detailed customer information. A supplier selling
products without configuration might not need such extensive customer information to

do sales.

Second prerequisite for influencing is active CRM which refers to regularly staying in
contact and meeting with the customer. Irregular and infrequent CRM can send a mes-
sage to the customer that they are unworthy of the supplier’s time. Although customer
relationship development demands more than activeness and thrive for sales and serv-
ing the customer, the activeness in CRM combined with transactions can lead to a
deeper customer relationship (Jap & Ganesan 2000; Palmatier et al. 2013). The active
and persistent CRM is a key prerequisite for influencing since it signals to the customer

that the supplier is interested in them, which can increase their interest in the supplier.

Third prerequisite for influencing is having a trust-based individual-level customer rela-
tionship. The desired individual-level customer relationship according to the interview-
ees had friendship characteristics and was based on mutual trust. Out of the four fac-
tors contributing to the quality of the buyer-supplier relationship by Rauyruen and Miller
(2007), only trust was mentioned by the interviewees. According to the interviewees,
mutual trust enables a situation where the customer would tell useful and sensitive in-
formation. In addition, trust also makes the customer listen to the recommendations of
the supplier. Selviaridis et al. (2013) stated that trust mitigates buyer’s perceived risk of
relying on supplier’'s suggestions. The study of Rauyruen and Miller (2007) however
concluded that individual-level trust does not have any effect on customer loyalty and

that organizational-level trust influences only attitudinal loyalty. Both findings of the



90

study by Rauyruen and Miller (2007) are in conflict with findings of the empirical study
since according to the interviewees the individual-level trust is a key component in in-
fluencing work and sales in general and that the sales happens between individuals,
not between organizations. Interviewees regarded organizational-level relationship
merely as a supporting item for influencing although it was recognized that very poor
experiences between the organizations can inflame the relationship also in individual-
level. The research of Bendapudi and Leone (2002) presented results in line with the
empirical study of this thesis; their conclusion was that the customer appreciates a
trustworthy supplier key contact with whom there is a professional friendship. Awaking
trust is not a straightforward process, but Drollinger's and Comer’s (2013) study found
out that active and emphatic listening is a significant factor in establishing trust. Thus,
active and emphatic listening not just enables the salesperson to gain knowledge about

the customer but also helps in creating trust.

Fourth prerequisite for influencing is knowing the key contacts of the customer to whom
the influencing is targeted for the desired effect. Targeting decision-makers and influ-
encers of the customer have been recognized as important for sales in the literature
(Moncrief & Marshall 2005; Singh et al. 2013). The management of the customer can
be regarded as decision-makers and the substance experts of the customer can have a
role of an influencer as they can have an influence on the management (decision-mak-
ers). The most common roles for targets of influencing according to the interviewees
were customer’'s management and substance experts so the results of the empirical
study very well support the existing theory. The high importance of having key contacts
in both substance and business management of the customer builds on top of the cur-
rent sales literature regarding key contacts. Based on the interviews in the ideal situa-
tion, the employees working in customer interface in different hierarchy levels of the or-
ganization would have corresponding key contacts in the customer organization. Alt-
hough Moncrief and Marshall (2005) and Kotler et al. (2016, p. 270) claimed that nowa-
days especially larger organizations approach multiple key contacts of the customer
which is partly similar to the aforementioned ideal situation, and the interviews gave in-

teresting data of who the multiple contacts could be in B2G context.

Fifth prerequisite for influencing is successful history referring to the past and ongoing
projects between the supplier and the public customer. According to Rauyruen and Mil-
ler (2007) and Lam et al. (2004) two factors, satisfaction and perceived quality of ser-
vice, influence customer’s purchase intentions with the supplier and both factors also

affect the attitudinal loyalty of the customer implicating a large significance of success-
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ful history in sales in general and also in influencing work. The literature and the inter-
views show similar results; a satisfied customer is likely to be willing to continue the co-
operation and thus may want to make the conditions suitable for the supplier regarding
future RFQs. An ongoing project or service also creates an extra layer for influencing
as there is an existing and active communication path in place. Interviewees regarded
the influencing power of the current project team as very significant especially if the
customer is satisfied with their output. An interesting topic for further research would be

to study the impact of the current project team to the pre-tender stage sales operations.

Sixth prerequisite for influencing is good reputation which is hearing from others about
the successful history that they have had with the supplier. Attitudinal loyalty means
recommending a supplier to others and it is relational to trust, commitment, satisfaction
and perception of service quality (Rauyruen & Miller 2007). So in order to improve the
reputation, the supplier has to awake attitudinal loyalty among its current customers by
gaining trust, commitment and by providing satisfactory and high-quality services and

deliverables.

Seventh prerequisite for influencing is technical expertise, which refers to the individ-
ual-level skills of the influencer. The expert of the substance naturally has a deep un-
derstanding of the vertical but it is also important that the salesperson has at least the
basic knowledge of the vertical. Salesperson’s technical expertise has been recognized
as an important characteristic in literature as well. According to Bendapudi and Leone
(2002), customers value that the supplier's key contact has technical competencies.
Consultative selling corresponds with the perception of a salesperson’s technical ex-
pertise (Newell et al. 2011). Many interviewees told that influencing meetings were held
in an arrangement of an enabler (usually a salesperson) and an expert. The idea of the
arrangement is that the enabler possesses the key contacts to arrange the meeting,
but the expert usually has the role of a presenter. The dynamics of the arrangement

would need further studies to investigate the role and competencies of the salesperson.

Many of the prerequisites mentioned in the interviews can be linked to existing sales
and buyer-supplier relationship theories. The existing theory also added to the prereg-
uisite of good reputation by providing a connection between factors creating attitudinal
loyalty and good reputation. The addition further strengthens the conclusion that the
supplier has to keep its customers satisfied to be able to influence them. The salespeo-
ple also need to possess technical expertise within the domain, a thorough understand-
ing of the customer’s business and social skills to build trust-based relationships with
the key contacts. Having an organization behind you with a good reputation and a suc-

cessful history help influencing, but the individual-level makes the difference. However,
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it is good to bear in mind that not all prerequisites have to be fulfilled in order to do in-

fluencing work.

The main research question was the following: How should the public customer be in-
fluenced in the pre-tender stage to improve sales? Since the sales-oriented influencing
especially in B2G environment is new to existing theory many of the findings of the em-
pirical research are hard to link to current literature. Thus, the linkages to theory come
mainly from B2B sales literature. The following paragraphs discuss such items as the
process of influencing, targets of influencing, supplier’s roles in influencing and the en-

vironment and setup of influencing.

The first item is the process of influencing, which raises the question of when should
the influencing begin in relation to the publication of the RFQ. A general consensus
among the interviewees was that the earlier the influencing begins the better, which is
supported by literature; supplier’'s influence on design is the highest in the beginning of
the NPD process (Trent 2007, p. 223). Although Trent’s (2007) context was in NPD in
B2B environment the same disciplines can be thought to apply in B2G influencing; the
specification of the RFQ freeze as the public procurement process proceeds implicat-
ing a higher power of influence during the early stages of the public procurement pro-
cess. Thus, the tactical influencing should begin simultaneously with the public cus-
tomer’s public procurement process. The existing sales and ESI theory then supports
tactical influencing which focuses on influencing the already visible customer demand

and the customer’s way of fulfilling it. Formal influencing follows tactical influencing

Supplier-led demand creation creates a special scenario since the customer has not
recognized their need and the supplier's target is to influence the customer to recog-
nize the need and initiate the procurement process. This is a situation that is new to ex-
isting ESI literature that focuses on buyer-led supplier involvement in NPD or service
specification. Thus, ESI literature does not support the case of demand creation. A
large share of sales literature however focuses on demand creation. The literature re-
view did not provide any lead times for sales initiation to close, which can be explained

by the case-by-case characteristic of the demand creation situation.

The second item is the target of influencing. The question matches well with the pre-
requisite of knowing the key contacts. The empirical study implicated that in an ideal
situation the influencing is targeted to a wide range of stakeholders involved in the pro-
curement or people who have influence over people involved in the procurement. Hanti
et al. (2016, p. 10) also emphasized that sales belongs to everyone working in the cus-

tomer interface. Although targeting customer’s decision-makers and influencers
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(Moncrief & Marshall 2005; Singh et al. 2013) forms a good baseline for influencing the
empirical study brought concreteness of who decision-makers and influencers are in
B2G context. The targets for influencing in public customer’s organization are the peo-
ple in different levels of hierarchy working in business/operations and substance man-
agement. Substance management refers to the customer’s personnel responsible for
the substance related to the product or services of the supplier. In the empirical study,
the case company supplied IT-services so the IT management of the customer was an
important group to influence, but in general, substance management depends on the

supplier’s field of industry.

Influencing the centralized procurement unit was not mentioned in the interviews.
Holma'’s et al (2020) research studied the triad stakeholder environment in ESI in the
pre-tender stage including the supplier, internal customer and centralized procurement
unit and a hypothesis was made in literature review that the existence of a centralized
procurement unit, such as Hansel, would make a difference in terms of influencing.
However, not a single interviewee mentioned Hansel without asking specifically impli-
cating that the centralized procurement unit might not have to be considered in influ-
encing. Thus, the triad stakeholder environment by Holma et al. (2020) was not sup-
ported by the empirical study, which can be explained by the fact that this study was
made from supplier's and sales point of view. Underlying Figure 36 presents the new

triad stakeholder environment in the pre-tender stage influencing based on the empiri-

Supplier

Customer

Business / operations Substance
< —
management management

« Managing director / CEO
= People responsible for
budgeting

= Middle management

» Operations management

« Head of the substance

= Substance experts

» Substance managers

« Product or service owners

Figure 36: Triad stakeholder environment in pre-tender stage
influencing

cal study.

The third item is the roles of influencing in the sales organization. In sales literature, the
terms salesperson or key account manager are used to describe sales personnel. The
empirical study revealed that the influencing was done by enablers and experts. Ena-

blers in the case company were key account managers, sales-oriented consultants, top
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management or just employees with needed key contacts and the enabler had the
power to arrange the meetings with needed customer’s key contacts. The experts were
specialized in the specific vertical of knowledge. This sort of division of roles was not
visible in sales literature, which can be partly explained with the special characteristics
of the case company and the sample of interviewees. A technically skillful salesperson
or key account manager or equivalent can handle both roles, enabler and expert, sim-
ultaneously. The case company also were in the industry of versatile technological and
complicated products and services so it is clear that no enablers were the expert of it

all and thus experts of the vertical were needed.

The fourth item is the setup and environment for influencing. In literature, the sales
presentations and meetings are usually held for multiple individuals in the customer’s
buying center (Moncrief & Marshall 2005; Lyly-Yrjanainen et al. 2018, pp. 61-62). The
references do not reveal whether the presentations are held to multiple individuals in
the same event or separately in smaller settings. The results of the empirical study
show that influencing happens in many different occasions and setups ranging from
one-on-one lunches to public speaks and blog posts. Important is that the customer is
as eager to listen to the influencer's recommendations as possible. The prerequisites of
influencing create a good foundation for influencing to succeed, but discretion is
needed nevertheless; the influencer has to sense when the time and place is right. An-
other variable in defining the best possible setup for influencing the public customer is
the matter of discussion. For example, recommending not to put unlimited damages to

the RFQ does not need the presence of the customer’s top management.

6.3 Framework of influencing a public customer

A framework of influencing a public customer was made to summarize and visualize
how a public customer should be influencing in the pre-tender stage to improve sales.
Underlying Figure 37 presents the framework. The processes of public procurement
and B2G sales form the baseline for the framework. The framework changed quite
drastically compared to the original framework in Figure 28 that was made based on
the literature. The change can be explained by the scarcity of influencing and B2G liter-
ature from sales organization’s or supplier’s point of view. The empirical research pro-

vided a lot of information new to the literature.
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Figure 37: Framework of influencing a public customer in pre-tender stage

Public procurement, B2G sales and influencing processes are presented in the under-
lying Figure 37 in relation to each other. As influencing is a pre-sales operation the
B2G sales and influencing processes are interconnected and interdependent. The influ-
encing process can be regarded as an integral part of the B2G sales process. Visualiz-
ing the influencing process independently emphasizes the different components of in-
fluencing that are strategic, tactical and formal influencing. Strategic influencing is a
continuous process, which transforms into tactical influencing as the procurement pro-
cess of the customer begins. Tactical influencing ends as the customer begins its
buyer-led ESI events such as market and technical dialogues. These buyer-led events

belong to formal influencing.

Strategic influencing is a continuous process that focuses on creating and modifying
the customer’s demand with a long-term focus. In an ideal situation, strategic influenc-
ing would precede every procurement process and the customer would want to buy a
solution the supplier has recommended. Concretely the strategic influencing takes
place in different events. Sometimes the customer can be influenced by a public
speaker and further meetings can follow. Regardless of what the event is when the fo-
cus is on long-term consulting and advising regarding future trends the top manage-
ment has to be targeted successfully to make an influence. Especially on topics that af-

fect the whole organization and are large-scale procurements. The supplier can also
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proactively help the customer to get the funding for the proposed procurement. For ex-
ample, during the time of the interviews European Union was sharing money from the
COVID-19 recovery package to its member countries and a large part of that money
was allocated to digitalization; the environment was perfect for suppliers to help gov-
ernmental customers to apply for funding. Although strategic influencing aims to create
demand the benefit does not always realize. However, professional advising and con-
sulting done for free can improve the image and the supplier also gets to know the cus-
tomer better. During strategic influencing the supplier has time to get to know the cus-

tomer’s business and key contacts.

As the public procurement process of the customer begins the focus changes to tacti-
cal influencing in which the focus is on the upcoming RFQ. There is no clear nor con-
crete difference between strategic and tactical influencing in terms of influencing activi-
ties but there is a difference in the focus and desired goals; tactical influencing focuses
on the future RFQ, which is not yet visible during strategic influencing. Ideally, the cus-
tomer would continue listening to supplier’s ideas regarding the future procurement and
the customer would want to work with that supplier, which would then show as a fa-
vourable RFQ. However, the ideal situation is not always the reality, but the supplier
still benefits from the influencing work for example by gaining valuable information of

the future procurement that can be utilized in anticipating resource needs.

Closer to publishing the RFQ the customer can conduct a market survey in which they
can involve suppliers. The time of buyer-led buyer-supplier interaction is called formal
influencing in this thesis. Formal influencing was not seen as very powerful by the inter-
viewees although two interviewees emphasized that a successful technical dialogue for
example can be beneficial. The dialogues also reveal the people in the customer’s buy-

ing center.

6.4 Limitations of the study

Although the research was made with care, the results of the study are in need of criti-
cal reviewing still. The limitations of the study are related to the framework, benefits of

influencing and overall generalizability of the results.

The framework for influencing a public customer was made almost purely on the basis
of the empirical study since the whole concept of influencing a public customer was rel-
atively new to the literature. Thus, implementing the preliminary framework was based

on public procurement and B2G sales processes. The empirical study provided a large
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part of the data in the final framework (Figure 37) and since there were no correspond-
ing studies in the literature the assessment of the framework was difficult. In addition,
the final framework of customer influencing has not been tested or proven during the
research. In addition, the split to strategic and tactical influencing is partly artificial. Alt-
hough there were clear differences among the interviewees in how influencing was per-
ceived the categorization to strategic and tactical influencing was mostly the result of

the author’s own interpretation.

Another limitation concerns the benefits of influencing work. The interviewees had a
very limited amount of real-life examples regarding the benefits of influencing and they
also stated that as multiple suppliers and stakeholders interact with the customer it is
very hard to distinguish your own share of the influencing. Thus, the benefits of influ-

encing are mostly theoretic than direct consequences of influencing work.

Although the objective of the research was to form results that apply in B2G sales
cross-industrially the industry specifics of the empirical study could have had an effect
on the generalizability of the results. Another bias can be the case company’s charac-
teristics and the personnel who were interviewed. If the empirical research had been
conducted in a different industry the results could have been different. Overall, the lack
of literature within the field of B2G sales and the pre-tender influencing made the criti-

cal analysis of the results difficult since no corresponding studies were found.
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7.CONCLUSIONS

B2G markets present a substantial sales opportunity for private suppliers; public pro-
curement alone represents twelve percentage of gross domestic product (OECD 2021).
Despite this, literature has mostly focused on public procurement from the public
buyer’s perspective in which the private supplier’s or sales organization’s role is to help
the public buyer in the procurement (Holma et al. 2020) instead of doing active and
even proactive sales to their benefit. Singh et al. (2013) and Lindholm et al. (2019) rec-
ognized that suppliers pursue their own benefit by engaging with the public buyer in the
pre-tender stage in order to change the specification of the RFQ. The studies implicate
that suppliers interact with the public buyer to gain competitive advantage and not just
to help the public buyer in the procurement as Holma et al. (2020) and Selviaridis et al.
(2013) implicated.

To further investigate the supplier’'s intention to influence the public buyer to their bene-
fit, the goal of the study was to answer to following research questions: 1) How should
the private supplier influence the governmental customer in the pre-tender stage to im-
prove sales 2) What kind of benefits does B2G influencing in the pre-tender stage re-
sult in? 3) What kind of prerequisites are there for B2G influencing in the pre-tender
stage? An abductive study was conducted to answer the research questions. First, a
thorough literature review was made to study public procurement characteristics, B2G
sales and ESI in the pre-tender stage. Second, ten employees of a large IT-service
provider working for governmental customer accounts were interviewed in the empirical

study. Figure 38 presents the main findings of the research.
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The benefits of influencing the public customer in the pre-tender stage can result in di-
rectly and indirectly sales-related benefits. Directly sales-related benefits are a favoura-
ble RFQ, creation of demand and skipping the race which refers to influencing the cus-
tomer to choose a procurement procedure that demands no public tendering. However,
identifying the supplier’'s own share of influence for customer’s behaviour can be hard
to detect. Thus, even though the influencing might not result in added revenue the sup-
plier can benefit from influencing by improving the customer’s perception of the influ-
encer’s expertise, getting to know the customer and improving their image. The results
complement the findings of Singh et al. (2013) and Lindholm et al. (2019) by broaden-
ing the set of benefits that can be achieved by influencing a public customer. The re-

sults also enhance the importance of influencing the RFQ specification.

Prerequisites for influencing in the B2G context were studied to find out the groundwork
that has to be made in order to get in an influential position with a public customer. The
findings related to the individual- and organizational-level customer relationships and
individual-level skills of the influencer. The individual-level customer relationship has
the largest impact of the prerequisites of influencing work; the influencer has to estab-
lish trust-based professional friendships with the customer’s key contacts, have a thor-
ough understanding of the customer’s business and actively manage the customer re-
lationship. The findings complement the findings of Singh et al. (2013) who implicated
that a trust-based buyer-supplier relationship has to be established in order for the cus-
tomer to listen to the supplier's recommendations. In addition, the importance of the in-
dividual-level technical expertise complement the findings of Bendabudi and Leone
(2002) who suggested that customers value a technically competent key-contact. The
organizational-level customer relationship had merely a supporting role; influencing
happens in an individual-level, although a good reputation as a supplier and a success-
ful history with the customer bring credibility. In addition to the customer relationship
management, the influencer also needs also technical expertise. However, the owner
of the key contact does not have to be an expert of the vertical of expertise. Two dis-
tinctive roles in influencing were detected: an enabler and an expert. An enabler (e.g.
key account manager or a salesperson) is the owner of the key contact who has the
power to arrange the meeting with the customer’s key contacts. An expert is special-

ized in a specific vertical of knowledge. One person can have both roles.

Based on the empirical study and the literature review, influencing was split into three
components: strategic, tactical and formal influencing. Strategic influencing refers to
advising and consulting the customer continuously with an indirect sales motivation, alt-

hough at best the strategic influencing can result in awaking the procurement need of



100

the customer. Tactical influencing focuses on influencing the tender to maximize the
probability of getting awarded. Formal influencing refers to supplier-led events such as
market and technical dialogue preceding the tender stage. The power of the supplier’s

influence decreases as the tender stage approaches.

Influencing is should be the whole organization’s task from top management to the op-
erating project team working for the customer and in an ideal situation, each level of or-
ganization would have corresponding key contacts in the customer’s organization.
Thus, the needed influencers and decision-makers of the customer can be influenced

according to the goal of the situation.

Passively waiting for customer’'s RFQ’s demands fewer efforts from the supplier in the
pre-tender stage compared to actively influencing the customer’s procurement actions
and even if the supplier succeeds to create demand the tender usually is openly raced
and there is a chance that one of the rivalries gets awarded. Nevertheless, if the sup-
plier succeeds in creating a feeling to the customer that they would like to work with

them, the efforts of influencing are likely to pay off in the long-term.

This research extends the current literature of public procurement by studying the sup-
plier's aspect as an active sales organization. The research shows suppliers as active
sales organizations rather than waiters of public buyer’s order impulses. On the con-
trary, the results implicate that B2G sales in the pre-tender stage can be very similar to
B2B sales; suppliers try to create demand and the CRM is emphasized at an individual-

and organizational-level.

The research also contributes to the literature of ESI in service specification in the pre-
tender stage. Selviaridis et al. (2013) and Holma et al. (2020) studied ESI in the pre-
tender stage from the buyer’s point of view and presented the activities in market sur-
veys as the first points of ESI in the public procurement process. This research sug-
gests that suppliers engage with public customers continuously and prior to the market
survey activity. Suppliers also have their own motivations for engaging with the cus-
tomer in a very early stage or even before the beginning of the public procurement pro-
cess. Singh et al. (2013) found out that suppliers try to influence the content of the RFQ
to maximize their chances of getting awarded. However, the empirical study concluded
that the pursued benefits are much more versatile, which makes one question whether
the principles of public procurement are actually strictly applied. Another implication
might be that even with public procurement regulation the decision-makers of the public

buyer favor some supplier(s) over the others.
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In addition, the sub-objective of forming a B2G sales process was fulfilled by combining
current literature of public procurement, B2B sales, buyer-supplier relationship man-
agement and modern sales approaches. The B2G sales process should be applicable

cross-industrially.

The research has possibilities for future research. The limitations of the study could be
tested and validated via academic research. An interesting topic for academic research
would be studying the functionality of the framework of influencing the public customer
in the pre-tender stage. As mentioned, the current literature has focused on public pro-
curement and public buyer’s point of view leaving room for research for studying the
supplier’s role as a sales organization in the pre-tender stage before and after the be-
ginning of the public buyer’s procurement process. An academic case study of how
suppliers in different industries interact with the public customer and influence the pub-
lic customer in the pre-tender stage would bring academically valid insights of the sales
process in the pre-tender stage and also what kind of benefits the suppliers actually

achieve as they try to influence the public customer to their benefit.

Overall B2G sales in the pre-tender stage is an area of literature that is in need of aca-
demic research; although the B2G sales shares many of the same characteristics as
B2B sales the regulation and legislation of public procurement affect the sales and
CRM in B2G environment even in the pre-tender stage. Thus, academic research
would be needed to study the very basic components of B2B sales in a B2G environ-

ment.
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APPENDIX A: INTERVIEW QUESTIONS

Theme Question
How would you define customer influencing from sales organiza-
tion’s point of view?
Do you regard customer influencing important?
. Name a customer and a case from public sector in which the cus-
Customer in- . _
o tomer has been influenced. How was the customer influenced and
fluencing in . . . .
what kind of benefits resulted from influencing the customer?
general

What kind of benefits can be achieved by influencing the public cus-

tomer from sales organization’s point of view?

What kind of benefits can be achieved by influencing the customer

from buyer organization’s point of view?

Prerequisites

What kind of prerequisites are there for influencing the customer?

How do you create a new customer relationship?

for influenc-

ing the cus- Between who does the customer relationship form?

tomer
How do you maintain and develop an existing customer relationship?
When should the influencing work begin in relation to the publication
of the RFQ or in relation to the public customer’s procurement pro-
cess?
What is the influencing work in practice?

Informal influ-

encing Who conducts the influencing work in our organization?

What kind of roles are there in influencing work?

To whom is the influencing work targeted to in buyer organization?
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How does the existence of a centralized procurement unit affect in-

fluencing work?

What kind of characteristics does it bring to influencing work that

central government bodies such as ministries are run by politicians?

What is emphasized in informal influencing?

What is emphasized in formal influencing?

Formal influ- _ ] i _ _ _
. How does formal influencing differ from informal influencing?
encing
Is there influencing work outside official dialogues as RFI is on?
What kind of organizational barriers or obstacles are there to influ-
encing work?
Boundaries

of influencing

What kind of external barriers or obstacles are there to influencing

work work?

What other barriers or obstacles are there to influencing work?
Developing How could influencing work be developed in the Case Company?
influencing

work
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