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The objectives of this study are both theoretical and
empirical. On the theoretical level strategy concept, its
operationalization and measurement are analyzed and
clarified. On the empirical level marketing strategies and
competitive strategies are described by country, and the
study also identifies the strategic marketing decisions
characterizing different countries or competitive strate-
gies. Furthermore, the relationships between strategies
and marketing structures and functions are analyzed. The
connections between marketing strategy and competitive
strategy are analyzed on both the theoretical and empiri-
cal level. The data of the study consists of personal
interviews of 102 large sawmills. The data is collected
from Finland, Western USA and British Columbia, Canada
and is divided fairly equally between these three count-
ries.

On the theoretical level the strategy concept is analy-
zed by classifying the concepts used in strategy research
into five different types. The data of the study makes it
possible to empirically compare two different strategy
concepts and three countries. Marketing strategy is analy-
zed in terms of decisions concerning products, custo-
mers, market areas and marketing competences. The Fin-
nish sawmills differ from the Western North American
sawmills with a more advanced marketing strategy empha-
sizing specialty- and custom-made products and few cus-
tomers and market areas. The Finnish sawmills are also
applying more advanced competitive strategies. Hypot-
heses concerning the relationships between marketing
strategy and competitive strategy gain support from the
empirical findings. Connections between marketing stra-
tegy and marketing structures and functions were found
to exist, which provides validation for the used operatio-
nalization of the marketing strategy concept.

Tutkimuksen tavoitteet ovat seki empiirisii etti teoreetti-
sia. Teoreettisella tasolla analysoidaan ja selvennetiin
strategia-kasitettd, erityisesti sen operationalisointia ja
mittausta. Empiiriselld tasolla kuvataan markkinointistra-
tegioita ja kilpailustrategioita maittain ja identifioidaan
kullekin maalle tai kilpailustrategialle tyypillisii strategi-
sia markkinointipaatoksia. Lisiksi analysoidaan strategi-
oiden ja markkinoinnin rakenteiden ja toimenpiteiden
suhdetta. Markkinointistrategian ja kilpailustrategian yh-
teytti tutkitaan seka teorettisella etti empiiriselld tasolla.
Tutkimuksen aineisto koostuu 102 suursahan henkild-
kohtaisesta haastattelusta. Aineisto on keritty Suomesta,
lintisestd USA:sta ja Kanadan Brittildisestd Kolumbiasta
ja jakaantuu lahes tasan ndiden kolmen maan kesken.

Teoreettisella tasolla strategiakisitetti analysoidaan ja-
kamalla strategiatutkimuksissa kiyteytyt ksitteet viiteen
eri tyyppiin. Tutkimuksen aineisto mahdollistaan kahden
strategiakdsitteen ja kolmen maan empiirisen vertailun.
Markkinointistrategiaa analysoidaan tuote-, asiakas-,
markkina-alue- ja markkinoinnin menestystekijiapi:
ten suhteen. Suomalaiset sahat erottuvat lantisen Pohjois-
Amerikan sahoista selvisti edistyksellisemmin, erikois-
ja asiakastuotteita sekid harvoja asiakkaita ja markkina-
alueita painottavan markkinointistrategiansa ansiosta.
Myds kilpailuetustrategioiden suhteen suomalaiset sahat
eroavat edistyksellisimpina. Hypoteesit markkinointistra-
tegian ja kilpailustrategian yhteyksisti saivat tukea em-
piirisessd tarkastelussa. Myos markkinointistrategian ja
markkinoinnin rakenteiden ja toimenpiteiden vililtd 16y-
tyi yhteyksid, miki validoi kidytetyn markkinointistrate-
giakisitteen operationalisoinnin.
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1 Introduction

1.1 Background of the study problem area

This study is about strategy from a marketing
perspective. The concept of strategy has had a
central role in management literature since the
1960s, one of the main reasons having been its
importance to both scientific research and every-
day management. The wide variety of explanato-
ry factors behind strategy has attracted scientists,
and for management strategy is a basic tool in
directing and running the business.

A combination of scientific curiosity and prac-
tical needs also justifies this study. For forest
products marketing, as for any applied science,
the two most important driving forces behind
research are to further develop theories and to
satisfy the information needs in everyday opera-
tions of forestry and forest industries. Marketing
perspective is incorporated since this study is in
the field of forest products marketing which builds
on the ideas of marketing discipline. Marketing
is also considered to be extremely important to
business success when the forest industry moves
from the production-oriented business philoso-
phy towards a market-oriented philosophy (Sin-
clair 1992).

The fundamental idea behind developing theo-
ry and theory constructs in an applied science, is
to be able to solve the problems on a theoretical
level and then operationalize them to be applied
in everyday business. In today’s complex and
rapidly changing environment it seems evident
that no single discipline alone can give all the
solutions how to cope with that environment.
Combinations of different disciplines are need-
ed. This study examines the combination of mar-
keting discipline and strategy discipline. Both of
these disciplines are very important when con-
sidering how a company can flourish or even
survive in today’s turbulent environment.

The specific theoretical reasons for the study
can be found in the ambiguity of the terminology
concerning strategic planning and strategies and
the diversity of theories in this field. The ambi-
guity of terminology is bound to have caused
confusion and made the difficult task of strategic
planning even more complicated for manage-
ment, although theories should bring some order
into the confusing world. The specific practical
reasons for this research are the long-term prob-

lems of the Finnish forest industry, particularly
those of the sawmill industry, in keeping up with
the turbulent environment. For comparison the
sawmill industry of Western North America has
been incorporated in this study.

1.2 Challenges facing the sawmill industry
in Finland and North America

The sawmill industry could be regarded as a
fragmented industry with signs of maturity (Por-
ter 1980, Sinclair 1992). Some opponents have
even referred to the sawmill industry as a declin-
ing sunset industry. It is true that the sawmill
industry has faced and is going to face serious
challenges in the future. Regardless of those chal-
lenges the sawmill industry still plays a signifi-
cant role in the national economy of Finland as
well as in the economy of Western North Amer-
ica. The regional effects of the sawmill industry
as an employer and as a driving force of the
regional economies are even more significant.
The sawmill industry in both areas has faced
remarkable changes in the operating environ-
ment. The changes started during the 1960s and
1970s, but in the 1980s and at the beginning of
1990s the times have changed from a growing
demand and production to maturing demand and
decreasing production in both areas. The de-
mand of sawn timber is forecasted to increase
very slowly by the year 2000; about 1.3% p.a. in
Europe, about 1.1% p.a. in North America and
about 2.0% p.a. in the whole world (Forest prod-
ucts ... 1988).

This slow increase in demand causes very keen
competition and on the maturing markets the
price is one of the most frequently used means of
competition. There have also been changes in
the raw material procurement, production and
market environment. The slower demand com-
bined with the changing environment places the
sawmill industry in a new position which re-
quires new and better adaptation procedures.
These procedures fall within strategic planning.
It becomes very important how a company posi-
tions itself in the competitive environment and
how fast it can react to the changes in the envi-
ronment. The competitive environments for dif-
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ferent industries are rarely identical and accord-
ingly it is important to study the adaptation pro-
cedures within a certain industry taking into ac-
count the industry-specific conditions.

The problems relating to raw material procure-
ment are especially important to the sawmill
industry since raw material represents a major
cost factor in the price of the end-product and
there is a direct connection between the quality
of saw logs and the quality of sawn timber. In
Finland the withdrawal from the system of col-
lective stumpage price negotiations has caused
some interferences in the raw material markets.
In Western North America the sawmill industry
is facing a new array of environmental and other
factors restricting raw material supply. Histori-
cally the log prices have been relatively higher in
Finland than in North America, but the recent
changes have levelled off the difference. Saw
log prices are rising both in the US and in Cana-
da due to supply reductions and at the same time
in Finland the saw log prices have been falling
lately. Compared to the highest prices ever in the
cutting season 1990/91 the prices are about 30%
lower (Metsitilastotiedote 1993), and thus the
cost advantage of North American producers
compared to Finnish producers is diminishing.

In general the sawn softwood timber market
situation in Europe and in the whole world is
very uncertain. Competition has become global
and there are new competitors on the sawn tim-
ber markets. A very good example of the uncer-
tainty and globality of the sawn timber markets
appeared at the end of 1992 and the beginning of
1993 when the demand for sawn softwood tim-
ber soared in the US due to restrictions in supply
of saw logs in Western North America, and the
recovering residential construction and the hopes
of rising economic development due to the new
president in the US. The prices of sawn softwood
timber almost doubled in the US markets and
also some small quantities of sawn timber were
exported from Finland to the US (USA:n ja
Japanin ... 1993). As a consequence Japanese
importers assumed that there is going to be a
shortage in supply of both sawn softwood timber
and saw logs, for when the US market increases
the Canadian producers are most likely going to
increase exports to the US. Also Malaysia, an-
other big exporter to Japan, had to restrict its
exports for environmental reasons. So the Japa-
nese anticipated the assumed shortage in supply
by buying timber from almost anywhere, even
from Finland and Sweden. (Laitinen 1993, Ran-
tanen 1993, USA:n ja Japanin ... 1993)
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Apparently the demand in the US soared only
temporarily and has been slowing down and the
prices of sawn softwood timber are almost back
to the same level as at the end of 1992 (Metsite-
ollisuus tiedottaa 1993). However, there are trends
in the world sawn timber markets that will have
more long-term effects. One such trend is going
to be the new competition from radiata pine
grown in huge plantations in New Zealand, Chile
and Australia (Eastin 1993). Chile and to some
extent New Zealand have already exported sawn
radiata pine timber to the UK markets (Cooper
1993), which represents a threat for the Finnish
sawmill industry. The potential of New Zealand
and Chile to become significant exporters of
radiata pine to Pacific Rim markets represents a
direct competitive threat to the exporting saw-
mill industry in the US and Canada (Eastin 1993).

Many other factors are adding to the uncer-
tainty of the softwood market situation in Eu-
rope. The general economic environment has
been quite unstable. The economic fluctuations
seem to be more volatile and more unpredictable
than before. Currency fluctuations in both Eu-
rope and North America have added to the un-
certainty. Central European producers are in-
creasing their production and there is increasing
competition from substitutes for wood products
(e.g. plastics and combinations of wood and oth-
er materials). There is unpredictability in the
situation in Eastern Europe and in the European
Community. The way of doing business has also
changed: customers are not willing to keep large
stocks, the delivery sizes have decreased dramat-
ically and one of the most important factors is
more varied and demanding customer needs.
Product life cycles are shorter, the number of
product variations is increasing and customers
are demanding higher quality products. One of
the biggest challenges for the sawmill industry is
to be able to respond to these changed customer
needs.

Instead of the traditional sawn timber dimen-
sions customers want more and more special
dimensions that would better suit their produc-
tion processes and cause as little waste as possi-
ble. In the US the residential construction has
traditionally been the largest segment consum-
ing sawn softwood lumber but lately the repair
and remodelling segment has grown to become
another major segment consuming lumber (Wid-
man 1991). The sawmill industry in the US is
now more dependent on the repair and remodel-
ling segment which requires more specialized
types of lumber products (Rich 1986).



There are also many environmental aspects
that are causing uncertainty and might cause
dramatic changes in the environment in which
the sawmill industry is operating. The specific
questions that the sawmill industry should con-
sider in the future include:

— Environmental restrictions about pollutants etc.

— Air pollution and its effect on growth of forests and
cutting possibilities

— Changes in the structure of forest ownership and its
effect on log supply

— The effects of increased cuttings of forests in Central
Europe due to polluting of forests

— Further restrictions of logging due to environmental
factors

— Environmental movement against the use of tropical
hardwoods

— Environmental regulations for the end-products of
sawmills

Many of these questions represent threats for the
softwood sawmill industry, but some of them
could be turned into opportunities when man-
aged strategically correctly. There are also some
real opportunities for the softwood sawmill in-
dustry both in Finland and in North America:

— Demand for sawn softwood timber is forecasted to
rise in the US (Sinclair 1992)

— Preference for wood among consumers in general

— Higher increase in demand on other regions (e.g.
Pacific Rim) than Europe and North America

— The proposed North American Free Trade Agree-
ment (NAFTA) could create expanding export op-
portunities for US and Canadian producers to Mexi-
co.

1.3 Need for change in marketing strategies
in the sawmill industry

The challenges that the changing environment
generates for the sawmill industry clearly indi-
cate a demand for changes in strategies applied
in the sawmill industry in Finland and in North
America. When the industry is maturing the im-
portance of a clear strategy increases and be-
comes essential for the survival of a company.
Companies without a clear strategy are bound to
have serious difficulties. The changing environ-
ment is something that a single company or a
sawmill cannot affect, but there are ways to be
prepared for these changes better than your com-
petitors. The only way a company can grow (or

even survive) in this environment is to be strate-
gically better positioned and faster in adjusting
to the changes than competitors. In addition to
the challenges that the external environment poses
for the sawmill industry there are internal factors
that further increase the need for changes in the
strategies.

Internal factors such as production-oriented
philosophy, debt-oriented financial structure, poor
profitability, over-capacity, high production costs,
etc. all increase the need for a clear strategy. The
resources and possibilities of a debt-oriented com-
pany with weak profitability are not very lucra-
tive in the face of increasing competition and
worsening market situation.

The performance of the Finnish sawmill in-
dustry has not been satisfactory for many years.
Its competitive position has been weakening due
to the relatively high raw material and produc-
tion costs during the 1980s, debt-oriented finan-
cial structure and also high interest rates during
the 1980s. Moreover, slowly increasing demand
and weak ability to compete on the European
markets have resulted in underutilization of the
production capacity. An over-capacity situation
leads to structural changes in the industry. Dur-
ing the 1980s the production capacity of the
Finnish sawmill industry decreased to two thirds
of what it used to be at the beginning of the
decade (Poyhonen 1991). Many similar prob-
lems exists also in the sawmill industry in the US
and Canada (see e.g. Sinclair 1992, Simmons
1992).

The sawmill industry both in Finland and in
Western North America is still very production-
oriented, for example Juslin et al. (1990) report-
ed that over 70% of the production of Finnish
sawmills in 1988 (producing more than 20 000
m?/a) were commodity products. According to
Niemeld et al. (1992) over two thirds of the
production of large sawmills in Western North
America in 1990 (producing more than 90 000
m?/a) were commodities. However the changed
customer needs would require more specialty
products and products designed particularly to
satisfy certain customer needs. To be able to
satisfy customer needs requires changes in pro-
duction, but even more important are the chang-
es in marketing philosophy. Marketing of spe-
cialty and custom-made products is more de-
manding than marketing of commodities both in
a technological and in a commercial sense. Typ-
ically marketing of specialty and custom-made
products also requires direct and closer contacts
with the end-users of the products.
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Marketing has an increasingly important role
affecting the competitiveness and success of the
sawmill industry. Traditionally the sawmill in-
dustry has relied on old-fashioned marketing tech-
niques and has had the least sophisticated mar-
keting strategies of the different forest industry
sectors (see e.g. Juslin and Tarkkanen 1987). It
has had very long marketing channels including
many middlemen. A more marketing-oriented
philosophy in managing a sawmill is often said
to be one of the answers to the problems of the
sawmills. To be able to react to the changes on
the markets, the sawmills most likely have to
review and change their strategies and strategic
thinking. Sanderson and Luffman (1986) argued
that change and its management is the essence of
successful management. Effective strategic plan-
ning facilitates making the right strategic mar-
keting decisions concerning products, custom-
ers, market areas and marketing success factors
which would keep the sawmill ahead of its com-
petitors.

Under these circumstances it is important to
analyze the marketing strategies of the Finnish
and Western North American sawmill industry,
since marketing strategy is of vital importance
when a company is reacting to changes in its
environment, and strategic marketing decisions
eventually dictate the future of the industry. These
changes lay the foundations for the development
of marketing nowadays and in the near future.
The importance of a clear marketing strategy is
even more important for Finnish and Western
Canadian sawmill industries since they are very
export-oriented, and producing for international
markets requires a commitment to a different
array of customers needs than on domestic mar-
kets. The comparison aspect of Finnish and West-
ern North American sawmill industries is rele-
vant, since the sawmill industry in North Ameri-
ca is very actively targeting the European mar-
kets with its own softwood species, and is al-
ready a competitor for the Finnish sawmill in-
dustry on some European markets, for example,
on the UK market.

1.4 Previous studies of strategy in the
sawmill industry

Despite the importance of strategic planning and
especially marketing strategies for the sawmill
industry as well as for other sectors of forest
industries, research in this field has not been
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very active, until recently. Some reasons for this
might be the difficulty in obtaining information
due to competitive reasons, the ambiguity of and
the difficulties in operationalizing the strategy
concept and the possibility that the companies do
not have any explicit strategy. After an extensive
literature review of research tradition on strate-
gic planning and marketing strategies in the for-
est products industries, it was discovered that
there has been a quite limited number of studies
made concerning strategies and especially mar-
keting strategies in the sawmill industries.

There are typically two kinds of studies: sector
level and company level studies. The ones deal-
ing with the sector level use secondary data or
expert interviews. Many of these studies are fu-
ture-oriented describing alternative scenarios for
the forest industry sectors. The company level
studies use primary data gathered from individu-
al companies. These latter kind of studies can be
divided into studies dealing with only one branch
and studies dealing with more than one branch,
typically with all branches of forest industry. In
this study we are mainly interested in the studies
at the company level dealing with the sawmill
industry. Strategy studies at the sector level in-
clude studies by Suomen metsiteollisuuden ...
(1979), Seppili et al. (1980), The Forest 2000
Programme (1986), Woodbridge et al. (1988),
Seppild (1990), Sierila and Tuominen (1991a,
b), Simmons (1992) and Woodbridge et al.
(1992). In the following, studies using data from
individual companies are presented. First are pre-
sented studies including other branches in addi-
tion to the sawmill industry and then studies
investigating the sawmill industry only.

Juslin and Wager (1975) have analyzed mar-
keting strategies in the Finnish mechanical forest
industry. Rich (1979a, b, c, d, e, 1980a, b) stud-
ied strategies of the top 20 US forest products
companies on a corporate level with all sectors
of the forest products industry. In their three-
article series O’Laughlin and Ellefson (1981a, b,
¢) studied the economic structure of the wood-
based industry in the US. In a two-article series
Cleaves and O’Laughlin (1986a, b) analyzed re-
alized business-level competitive strategies of
plywood producers located in the Southern US.
Bauerschmidt et al. (1986) studied business-lev-
el competitive strategies of strategic business
units of the US pulp and paper companies.

Rich (1986) studied competitive strategies as
they relate to all sectors of the forest industry.
Rich’s research compared the intended competi-
tive strategies followed by forest products com-



panies during the 197679 period with strategies
followed in 1984, and indicated the extent to
which these strategies were reflected in the com-
panies’ marketing function and marketing or-
ganization. Juslin and Tarkkanen (1987) studied
the marketing strategies of the Finnish forest
industries as related to all sectors. They aimed at
clarifying the strategy concept and created oper-
ational measures for it and generated a basis for
assessing the rationality of strategies. Juslin and
Tarkkanen (1987) further described the current
marketing strategies of the Finnish forest indus-
try and assessed their rationality. The study by
Juslin and Tarkkanen (1987) provided the basis
for this present study.

Sierild (1987, 1989) has mapped out the strate-
gies of forest industry companies located in the
USA, Canada, Finland, Sweden, Germany and
Great Britain by leaning on annual reports issued
by companies. Sierild (1987, 1989) also presents
a general frame of reference for corporate plan-
ning, starting from its conceptual basis and pro-
ceeding to its implementation as a concrete mod-
el in relation to the forest industry. Juslin et al.
(1990) studied changes in the marketing strate-
gies of the Finnish forest industry during the
1980s. They had data from the early 1980s and
from the late 1980s about different sectors of the
Finnish forest industry. Booth and Vertinsky
(1991) studied the relationship between a firm’s
strategic positioning and performance of the for-
est products industry of North America.

Cohen (1989) studied strategic impacts of ad-
aptation of innovative processing technologies
and developed a strategy-performance model for
standardized industrial product markets. The sam-
ple included the largest softwood lumber pro-
ducers and structural panel producers in North
America. Cohen and Sinclair (1992) developed
and tested a model of strategies and firm profita-
bility for the North American wood building
products industry (softwood lumber and struc-
tural panels). Cohen and Smith (1992) complet-
ed a theoretical study concerning global market-
ing strategies for forest products industries.

The studies dealing only with the sawmill in-
dustry are quite limited in number and can be
noted in the following. Juslin and Korhonen
(1986) analyzed the possibilities of promoting
the export of Finnish sawn timber by developing
the planning and execution of marketing strate-
gies and functions. The empirical data was col-
lected by interviewing industrial end-users of
whitewood sawn timber in Germany and Swit-
zerland. They outlined a model for planning and
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execution of sawn timber marketing. In a three-
article series McMahon and Gottko (1988),
Gottko and McMahon (1989a, b) explored how
small manufacturers of lumber in Oregon in the
USA perceived and practised exporting.

Merisalo and Nyrén (1990) studied excellence,
strategy and competitiveness of the Finnish saw-
mill industry. The study was part of a larger
FIBO Excellence-Project which was carried out
at the Helsinki School of Economics and Busi-
ness Administration. They applied the frame-
work developed in connection with that project
to the Finnish sawmill industry, used data from
six sawmills and completed three expert inter-
views. Uitto and Uitto (1990) completed a study
investigating the competitiveness of Finland and
its major competitors (Austria, Canada, Sweden
and West Germany) in the sawmill industry by
using market share analysis. They also carried
out a company-level analysis where the perform-
ance of Finnish and Swedish sample companies
were compared.

Bush and Sinclair (1991) modelled the intend-
ed business-level competitive strategy in the hard-
wood lumber industry through the identification
of strategic groups among large US hardwood
lumber producers. Bush et al. (1991) investigat-
ed competition in the U.S. hardwood lumber
industry through interviews of company execu-
tives from 20 of the largest hardwood lumber
manufacturers in the United States. They based
the analysis on qualitative information. Cohen
(1992) discussed the issue of adding value incre-
mentally at the primary processing stage as a
viable strategy for solid wood industry instead of
shifting from primary production of commodi-
ties to secondary manufacturing. The discussion
is based on empirical and anecdotal data and as
an example is given the lumber exports from
British Columbia, Canada to Japan.

The need for changes in strategies in forest
industries both in Finland and in North America,
discussed in the previous section, has also been
recognized by some studies mentioned above
(see e.g. Seppili et al. 1980, Juslin and Korho-
nen 1986, Rich 1986, Juslin and Tarkkanen 1987,
Juslin et al. 1990, Niemeli et al. 1992, Simmons
1992, Sinclair 1992) and some responses to mar-
ket changes have already been noted in these
studies, although the rate of response has been
quite slow. Clearly there is a need for studying
marketing strategies in the sawmill industry, and
the limited number of the previous studies fur-
ther justifies the existence of this study.

Especially studies with multinational data of
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sawmill industry and studies that would empiri-
cally use and make comparisons of two strategy
concepts are lacking. Only Sierild (1987, 1989)
had multinational secondary data, but his study
included all the sectors of the forest industry.
This study concentrates only on sawmill compa-
nies producing sawn softwood timber and the
above literature review clearly demonstrates that
no study concerning the sawmill industry has
been made similar to the one in hand, that would
compare companies from North America and
Europe, i.e. have multinational data. The unique-
ness and substance of this study on an empirical
level is supported with the lack of research in the
areas which this study in particular addresses.

1.5 Objectives of the study

The primary objective of this research is to pro-
duce information that would help sawmills in
strategic planning when adapting to a turbulent
environment and help to improve their competi-
tiveness. To achieve the objectives of the study
requires analysis on both theoretical and empiri-
cal levels.

On the theoretical level the objective is to
further develop and strengthen the theoretical
basis of marketing planning especially in the
area of marketing strategies and to clarify the
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concepts associated with strategy. The specific
theoretical objectives of this study are:

1. To analyze definitions of strategy concepts used in
strategy research.

2. To clarify both the operationalizations and the met-
hods of measurement of the strategy concept.

3. To examine the relationship between marketing stra-
tegy and competitive strategy.

On the empirical level the objective is to investi-
gate how large sawmills in Finland and Western
North America differ concerning marketing strat-
egies and generic competitive strategies. The spe-
cific empirical objectives of the study are:

1. To describe the marketing strategies applied in Fin-
land and in Western North America and to identify
the strategic marketing decisions characterizing dif-
ferent countries.

2. To describe generic competitive strategies applied in
Finland and in Western North America and to identi-
fy the strategic marketing decisions characterizing
different generic competitive strategies.

3. To analyze the connections between generic compe-
titive strategy and marketing strategy.

4. To find out what kind of marketing structures and
functions characterize different marketing strategies.

5. To find out what kind of marketing structures and
functions characterize different generic competitive
strategies.
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2 Theoretical background and methodology

2.1 Research design and general framework
of the study

The research design of the study originates from
the objectives of the study defined in Section
1.5. The study is a typical survey based on cross-
sectional data collected by personal interviews
and it follows positivist research tradition. It can
be called descriptive-empirical research and the
aim is to describe and explain the phenomena
under focus. In Section 1.5 the objectives of the
study were divided into two parts; theoretical
and empirical. The theoretical background for
the study is constructed by combining theories
concerning strategy and marketing. In combin-
ing these two disciplines the objective is to de-
velop more extensive background than is typi-
cally used in marketing literature as a foundation
for the definition of marketing strategy. A basic
assumption in this study is that the company is
customer-oriented, i.e. operating based on cus-
tomer needs, and this naturally leads to high
emphasis on marketing. Marketing is seen to
have such a dominant position that decisions
concerning marketing are considered to be stra-
tegic by nature. The outline of the theoretical
part of the study is presented in Fig. 1.

In Section 1, description of the environment of
the sawmill industry and the changes in it were
already presented (Section 1.2.). The state of the
art of strategy research in the sawmill industry is
investigated through a literature review to fur-
ther justify the demand for this study (Section
1.4). The analysis of conceptual environment of
strategy is made to clarify the central concepts in
the area of strategy research and the logic of their
relationships to guide the later discussions of the
study (Section 2.2). An extensive literature re-
view and analysis of different definitions of the
strategy concept is done to find out the state of
the art of the strategy concept and to build a
theoretical background for the strategy concepts
to be used in this research (Section 2.3). The
strategy concepts used in this study are presented
and their relationships are discussed (Section
2.4). Operationalizations of strategy concepts in
previous studies are presented and analysed when
clarifying the concept of operationalization and
also as a background for the operationalizations
of this study (Section 2.5). In connection with
clarifying the methods of measurement of strate-
8y concept, measurement instruments used in
previous studies are briefly presented (Section
2.6).

Analysis of conceptual
environment of strategy research

Y

Analysis of definitions
of strategy concept

Description of the
environment

of the sawmill industry

Analysis of operationalizations
of strategy concept

Analysis of measurement
of strategy concept

'

Description of previous

studies of strategy

in the sawmill industry

Y

Strategy concepts
used in this study

Figure 1. Outline of the theoretical part of the study.
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Background of the sawmill I

i \

Marketing IA | Competitive
strategy I‘ T | strategy

A
Analysis of the
relationship
Y

Marketing structures and functions I

Figure 2. Framework for the empirical part of the study.

The empirical part of the study will follow the
framework presented in Fig. 2. The operationali-
zations of the strategy concepts and other varia-
bles used are presented in Section 2.7, which
also includes a more defined framework guiding
the empirical analysis of the study. Background
characteristics of the companies are used to de-
scribe the differences between companies apply-
ing different kinds of strategies. Two different
strategy concepts were incorporated into this
study: the concept of competitive strategies ac-
cording to Porter (1980) and the concept of mar-
keting strategy adapted from Juslin (see Juslin
and Tarkkanen 1987). The relationship of these
two strategy concepts is also analyzed and con-
clusions drawn. According to the integrated model
of marketing planning presented by Juslin (see
Juslin et al. 1988 and Juslin 1992), from which
also this study originates, strategies are followed
by structures and the strategies are realized
through functions. In this study marketing struc-
tures and marketing functions are described at a
general level, and some parts of them are used
when trying to find out if there exist connections
between strategies and marketing structures or
marketing functions. A more detailed investiga-
tion of the strategy—structure relationship is be-
yond the scope of this study.
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2.2 Conceptual environment of strategy
research

2.2.1 Evolution of strategic planning

To be able to examine marketing strategy one
has to be familiar with the surrounding theoreti-
cal constructs of strategic planning and strategy.
In this section the evolution of strategic planning
is presented and the next section will analyze the
relationship between strategy and marketing strat-
egy. The concept of strategy is also briefly re-
ferred to in this section but is thoroughly dis-
cussed in Section 2.3. The development of the
strategy concept is so closely connected with the
development of strategic planning that they can-
not be totally separated.

The concept of strategy was mentioned for the
first time in management literature in the 1950s
by Peter Drucker (1954), although he mentioned
itonly implicitly. To him, an organization’s strat-
egy was the answer to the dual questions: “What
is our business? And what should it be?” Later
these questions and their answers were defined
by many authors as a corporate mission.

After Drucker’s (1954) initial statement, not
much attention was given to the strategy concept
until Alfred D. Chandler, Jr. published his book
Strategy and Structure in 1962. Chandler’s re-
search also marked the beginning of interest in
the strategy concept in academe from a teaching
and research perspective (Schendel and Hofer
1979, p. 8).

For the development of strategy concept, per-
haps even more important than Chandler’s work
is the extensive work carried out by Igor Ansoff,
who published his ideas in the book Corporate
Strategy in 1965. Many of the definitions of
strategy concept after 1965 are based on An-
soff’s work. Naturally the strategy concept has
developed from Ansoff’s basic ideas as the busi-
ness environment has gone through extensive
changes since the 1960s.

Chandler’s definition of strategy implied that
strategy involves a rational planning process.
Planning is an important component also in most
of the later definitions of strategy. For example,
William F. Glueck (1980, p. 9) defined strategy
as “a unified, comprehensive and integrated plan
designed to ensure that basic objectives of the
enterprise are achieved”.

The planning theme has gone through quite an
extensive evolution. During the 1950s it was
called budget planning. In this budget-based ap-
proach planning was mainly a problem of pro-
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jecting revenues and costs normally for a one-
year period. If longer periods were needed, the
budget was simply extrapolated.

In the 1960s it became evident that it was not
enough to rely on one-year budget projection in
an environment of fast-growing demand. A plan-
ning system with an extended planning horizon
was needed. Budgeting evolved into long-range
planning. Long-range planning emphasized the
definition of objectives, goals, programmes,
budgets and the importance of projections about
the environment over a period of many years.
The planning period typically covered a five-
year period (Hax & Majluf 1984, p. 10).

Long-range planning assumed that the future
will resemble the past. This assumption was a
victim of discontinuities of the business environ-
ment during the late 1960s and the 1970s (ener-
gy crisis, etc.). Strategic planning evolved. Some
dominant features of strategic planning were:
experience curves, the grouping of related busi-
nesses and products into strategic business units
(SBUs) and the use of portfolio planning ap-
proaches. Strategic planning during the 1970s
was often called corporate strategic planning
which resulted in a corporate strategy.

During the 1980s competitive pressures and
slow growth in economy forced companies to
seek new opportunities actively and even to hold
their existing positions. It became important to
understand the changes in the key success fac-
tors. A planning process which focused on search-
ing for a competitive advantage was needed. A
more competitively focused approach to plan-
ning that tries to integrate the strategic planning
process with the implementation of the plans/
strategies was developed (Day 1984, p. 13). Most
authors call this approach strategic management.
According to Schendel and Hofer (1979, p. 14)
there are six tasks that comprise the strategic
management process: (1) goal formation, (2) en-
vironmental analysis, (3) strategy formulation,
(4) strategy evaluation, (5) strategy implementa-
tion and (6) strategic control.

A basic premise for successful strategic plan-
ning is strategic thinking. The core of strategic
thinking is an attitude to continuous search for
competitive advantage. The actions of manage-
ment should be guided by a continuous search
for sustainable competitive advantage and sus-
taining it. Very important in strategic thinking is
that it is present in all decisions. For example,
Porter (1985, 1987), South (1981) and Schnaars
(1991) have argued forcefully in favour of this
idea. According to Schnaars (1991, p. 27) it is a
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way of thinking about consumers, competitors
and competitive advantage that is inculcated into
every member of the organization.

Although strategic planning has received a lot
of criticism during the 1980s it has not totally
lost its essence, since if planning concentrates on
substance and not on form it can play a key role
in successful management. Porter (1987) has ar-
gued for the importance of strategic planning
and noted that the questions that good planning
seeks to answer — the future direction of com-
petition, the needs of the customer, the likely
behaviour of competitors, how to gain competi-
tive advantage — will never lose their relevance.
According to Hamermesh (1986) strategic plan-
ning can play a key role in making strategic
thinking a way of life.

To be able to understand strategic planning we
must remember that today modern corporations
consist of three different levels: corporate level,
business level and product (functional) level (Ko-
tler 1988, p. 35). The corporate level mainly
deals with decisions concerning what set of busi-
nesses we should be in and how the resources are
divided between different businesses. At the busi-
ness level the focus is on how we should com-
pete in a particular industry or product/market
segment. The product level is concerned with
implementing the operational plans and achiev-
ing the objectives in a given product market.

Many authors (e.g. Hofer and Schendel 1978,
Porter 1980, 1985, 1990, Cravens 1982, Hax and
Majluf 1984, Kotler 1988, Hill and Jones 1989)
have argued that strategic planning should be
carried out at two levels in a firm, namely at the
corporate and business levels. The presumption
is that a company operates in many different
businesses/industries with many strategic busi-
ness units (SBUs), but for example a sawmilling
company with one sawmill is one SBU of its
own. In such a case the corporate strategy is the
same as the business strategy and for this reason
the primary interest in this study is on business
level strategies.

Strategic planning is seen as a process that
defines the purpose and overall direction of the
company, which are given in the form of corpo-
rate mission and corporate objectives. Strategic
planning also defines the means to achieve these
objectives. The strategic planning process in-
cludes the analysis of internal and external envi-
ronments (SWOT analysis) followed by the def-
inition of strategy. Strategic planning has been
defined in various ways. Kotler (1988, p. 33)
defines strategic planning as follows:
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Strategic planning is the managerial process
of developing and maintaining a viable fit be-
tween the organization’s objectives and re-
sources, and its changing market opportuni-
ties. The aim of strategic planning is to shape
and reshape the company’s businesses and
products so that they combine to produce sat-
isfactory profits and growth.

This definition of strategic planning by Kotler
(1988) is clearly market-oriented and he speaks
about market-oriented strategic planning. Wind
and Robertson (1983) speak about marketing-
oriented strategic planning and many other au-
thors have analysed marketing’s relationship with
strategic planning (e.g. Day and Wensley 1983,
Wiersema 1983, Day 1984, Yip 1985, Turnbull
and Valla 1986, Sanderson and Luffman 1988,
Shiner 1988, Greenley 1989).

2.2.2 Marketing strategy —a link between
strategy and marketing

Historically strategic planning has concentrated
on the management of competitive effects of the
environment and as a consequence strategy has
focused on competition. On the other hand cus-
tomers have had a central role in marketing con-
cept and traditionally little attention has been
given to competition (Biggadike 1981, Day and
Wensley 1983, Schnaars 1991). In the 1980s,
especially after the publication of Porter’s books
(1980, 1985), competition has played an even
more central role in strategic thinking. As we
noted in the previous section the essence of stra-
tegic thinking is sustainable competitive advan-
tage. Marketing has had to consider competition
and the essence of marketing strategy should be
competitive advantage. Marketing strategy can
be seen as a means to balance the customer and
competition orientations (Schnaars 1991). Eas-
ton (1988) has argued that competitors and sus-
tainable competitive advantage are to marketing
strategy what customers and the marketing con-
cept are to marketing. Competitive advantage is
a key concept connecting marketing and strategy
and is the ultimate objective of marketing strate-
8y-

A wide variety of marketing strategy defini-
tions exists in the marketing literature and they
are traditionally fairly narrow in scope. Market-
ing strategies are frequently defined as the deci-
sions concerning the elements of marketing mix
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to achieve the marketing objectives or as strate-
gies to manage different market situations (see
e.g. Greenley 1989, Aaby and McGann 1989).
During the 1980s marketing strategy received
increased attention both in marketing literature
and in the business world for several reasons, but
most of all due to the dramatic changes in the
overall business environment. Broader defini-
tions of marketing strategy emerged. Marketing
strategy is considered not only as a strategy re-
lated to marketing function, but also as a guiding
theme in all company actions, and is very closely
related to business strategy. For example, Wind
and Robertson (1983) argued that marketing strat-
egy serves a boundary role function between the
firm and its customers, competitors and other
stakeholders. Juslin (see Juslin and Tarkkanen
1987) has taken the same kind of view; market-
ing strategy refers to the company’s relation-
ships with its environment. Méller (1991) has
also studied the interface between marketing and
strategy and sees promising possibilities for this
interface.

According to Wind and Robertson (1983, p.
13) marketing perspective for the development
of business strategy is consistent with the early
literature of marketing concept, which recog-
nized that marketing is not only a set of functions
but also a guiding philosophy for the firm. For
example, Drucker mentioned about marketing’s
role in business (1974, p. 63):

Marketing is so basic that it cannot be consid-
ered a separate function within the business,
on a par with others such as manufacturing or
personnel. Marketing requires separate work,
and a distinct group of activities. But it is, first,
a central dimension of the entire business. It is
the whole business seen from the point of view
of its final result, that is, from the customer’s
point of view.

According to Aaker (1988, p.13) the inclusion of
the term “market” in the phrase “strategic market
management” emphasizes that strategy develop-
ment needs to be driven by market and its envi-
ronment rather than being internally oriented. It
also serves to underline the fact that the process
should be proactive rather than reactive, and the
task should be to try to influence the environ-
ment in addition to simply responding to it.
Cravens et al. (1987) emphasize the close rela-
tionship between corporate strategy and market-
ing strategy. Marketing management has an es-
sential role when evaluating strategic product-
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market areas. Wind and Robertson (1983) argue
that relevant marketing concepts and methods
should be utilized for any strategic decision of
the firm and they proposed a marketing-oriented
approach to strategic planning. According to
Wind and Robertson (1983, p. 12) sound busi-
ness strategy should have a marketing perspec-
tive, i.e. marketing should provide inputs to strat-
egy generation and the evolved strategies should
be tested against the reaction of consumers, com-
petitors and other stakeholders. According to Yip
(1985) business strategy and marketing strategy
are about the same thing in a marketing-
(customer)-oriented company, although market-
ing-oriented strategy might have some pitfalls. It
is evident that the more marketing/customer-ori-
ented a company is, the more essential role mar-
keting has in business and corporate strategy.

2.3 Strategy concepts used in strategy
research

2.3.1 General

The term strategy, “the art of the generals”, has
been surrounded by a high degree of ambiguity
ever since it was adopted to the business com-
munity from military terminology. There is no
universally accepted definition of strategy con-
cept, although it is a critical part of the strategy
research. In fact the operationalization used by a
researcher is very closely related to the strategy
concept and how the researcher perceives it. Ul-
timately, it is the strategy concept that deter-
mines the operationalization.

Since there is no unified definition of the strat-
egy concept, different authors and managers use
the term in significantly different ways. For ex-
ample, some include goals and objectives as a
part of strategy while some make a clear distinc-
tion between these two. The lack of consistency
is mainly due to two factors. First, strategy is
multidimensional/multifaceted in nature (Bour-
geois 1980, Hambrick 1983a) and second, strate-
gy is situational and accordingly will vary by
industry (Hambrick 1983a).

Many authors (e.g. Quinn 1978, Bourgeois
1980, Hambrick 1982, 1983a, Mintzberg 1990,
Mintzberg and Quinn 1992) have made a distinc-
tion of two different views of strategy. They may
be called normative and descriptive. The norma-
tive view is traditional and strategies produced
according to this view should be explicit, simple
and formulated before they are implemented.
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Accordingly, strategy formulation and strategy
implementation are seen as different processes.
This view could also have been called the Har-
vard view (since it was originally introduced in
Harvard Business School) or prescriptive view
(Mintzberg 1990, Mintzberg and Quinn 1992)
and the author most often associated with this
view is Andrews (1965, 1971, 1988).

Later around 1980 another prescriptive view
on strategy was introduced by Michael Porter
(1980). This view did not challenge the earlier
view, but rather built on it. By building intellec-
tual bridges between management policy and
industrial organization Porter (1980) elaborated
the earlier views of authors like Andrews (1965,
1971) and Ansoff (1965). Porter (1980) devel-
oped the concept of generic competitive strate-
gies aiming at sustainable competitive advan-
tage. Porter’s ideas (1980, 1985, 1990) have
gained a lot of attention during the 1980s and
1990s.

The descriptive view of strategy is best repre-
sented by the work of Henry Mintzberg and
James Brian Quinn. Mintzberg (1978) introduced
the idea that strategies can form in an organiza-
tion without being consciously intended or for-
mulated. Accordingly, Mintzberg (1978) speaks
about strategy formation instead of strategy for-
mulation. Perhaps, the best example of this kind
of emergent strategy in practice can be found in
the classic case of Honda motorcycles in Pascale
(1984). According to this view strategy forma-
tion and strategy implementation are seen to in-
tertwine as a complex interactive process. It also
takes into account the fact that the strategic deci-
sions are made by people (strategists) and their
personal values cannot be ignored in decision-
making.

Strategy can be defined on different levels of a
company. Hambrick (1980) recognized two sep-
arate streams of strategy research: corporate or
grand strategy and business level research. The
objects of this study, competitive strategy and
marketing strategy, belong to the latter stream of
research. Regardless of the concentration in the
empirical analyses on business level strategies,
the discussion of different strategy concepts used
in strategy research includes definitions of both
business and corporate strategies, since focusing
only on one or the other level would have caused
a disappearance of a great deal of valuable infor-
mation.

In the following sections definitions of strate-
gy concept found in the literature have been
classified into five different types of definitions.
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These types of definitions cannot be related strict-
ly to any one researcher, article or book but
rather they are the subjective view of the author
of this study. Several of the definitions of strate-
gy concept referred to later have features from
more than one type presented in this study, and
some authors use combinations of these types.
The classification of definitions represents the
main streams of the definitions used in strategy
research during the last thirty years. The types
are not independent, instead they are interlinked
which causes overlapping between different
types. Naturally there is no doubt that many
other avenues of classifying the definitions of
strategy concept are also available (see e.g. Brack-
er 1980, Chaffee 1985, Ansoff 1987, Mintzberg
1987, 1990, Niisi 1988).

2.3.2 Strategy as a plan resulting from a formal
planning process

In this type of definition the focus is on planning
and the strategy concept is very closely related to
strategic planning. The basic presumption be-
hind this kind of definition of strategy concept is
that the future of a company can really be planned
(Nasi 1991). Strategy is formed in a systematic
and structured formal planning process and it
consists of integrated decisions, actions and plans
that will set and achieve organizational goals
(Chaffee 1985).

This group originates from the definition of
strategy concept by Chandler (1962). In his book
Chandler (1962, p. 13) defined strategy as:

the determination of the basic long-term goals
and objectives of an enterprise, and the adop-
tion of a course of action and the allocation of
resources necessary for carrying out these
goals.

Chandler’s definition emphasizes the goal
achievement as an aim of the strategy, but it is
missing the notion that strategy describes the
linkage between the firm and its environment.
Although in some of the later definitions by
other authors, associated with this type of defini-
tion, this linkage also exists.

Similarly to Chandler (1962) and also combin-
ing ideas from Drucker (1954), Andrews (1965)*
defined strategy as:

* Andrews initially presented his ideas in 1965 in a book
which he co-authored with Learned, E., Christensen, R.C.
and Guth, W.
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“... the pattern of objectives, purposes or goals
and major policies and plans for achieving
these goals, stated in a such way as to define
what business the company is in or is to be in
and the kind of company it is or intends to be.”

Andrews’ definition includes both the ends —
goals and objectives — the organization wishes
to achieve and the means for achieving them. So
according to Andrews goal setting is part of
strategy formulation. This definition also includes
the definition of a company’s mission. Later An-
drews (1971, 1988) modified his definition of
strategy concept towards the type of definition
presented in Section 2.3.3.

Steiner (1969) is also one of the authors who
made a considerable contribution to this type of
definition. Steiner (1969, pp. 237-238) saw strat-
egy as a specific action (means) to achieve an
objective decided in strategic planning. Accord-
ing to Steiner (1969) the development of strategy
is a part of strategic planning and strategy can be
said to be a plan.

In this type rational, systematic and formal
planning is the essence of strategy formulation.
The planning activity is sequential and it forms
hierarchical plans with goals stated in quantita-
tive terms. The resulting strategy can be de-
scribed as planned, explicit, proactive, conscious
and purposeful. In Table 1 some characteristics
of this type are described. (In this table and in the
same kind of tables in following sections, the
“Focus of strategy” characteristic indicates that
this definition of strategy concept may include
both the objectives an organization wishes to
achieve and the means that will be used to achieve
them or whether it includes only the means.)

As early as the 1970s and also recently this
definition has faced criticism. For example,
Mintzberg (1978) has argued that the definitions
of strategy emphasizing the role of planning,
ignore the fact that strategies can emerge from
within an organization without any formal plan-
ning. Also Quinn (1978, 1980) and Nisi (1991)
argued that strategy is not necessarily a result of
a formal planning process. Mintzberg (1978)
pointed out that strategy is more than what a
company intends or plans to do; it is also what it
actually does.

This type of strategy concept works well in a
simple, stable and predictable environment. But
during the 1970s when the business environment
became more complex and turbulent, companies
using this kind of strategy definition faced diffi-
culties, since in an unstable environment the de-
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Table 1. Characteristics of strategy as a plan.

Characteristic Strategy as a plan

The determination of the basic
long-term goals and objectives
of an enterprise, and the adop-
tion of a course of action and
the allocation of resources ne-
cessary for carrying out
these goals. (Chandler 1962,
p. 13)

Decisions, actions and plans
integrated

Example definition

Nature of strategy

Focus of strategy Means, objectives

Aim of strategy Achievement of goals

Components of strategy ~ Goals, objectives, policies,
plans

Terms used to describe  Planned, explicit, conscious,
strategy proactive, purposeful

Chandler 1962

Steiner 1969

Andrews et al. 1965
Ackoff 1972

Drucker 1974

Vancil & Lorange 1975
Vancil 1976

Glueck 1980
Kylakoski 1980

Sierila 1987, 1989

Associated authors

Associated authors in
forest products industry

cision-making cannot be handled in a totally
rational way. Obviously some form of planning
is always needed but the planning behind this
strategy definition is very often criticised as be-
ing too rigid. Since the planning process itself
easily becomes more important than the result—
strategy, it is clear that some other definitions of
strategy concept are needed to be able to effec-
tively respond to the challenge of the turbulent
environment. To support this kind of extensive
planning process is also very expensive and might
be just a waste of money if a major part of the
plans are not realized due to changes in the envi-
ronment.

2.3.3 Strategy as a position
To define strategy as an adjustor between the

company and its environment is the most com-
mon definition used in strategy research. In this
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definition strategy is understood to direct the
company into a certain relationship with its envi-
ronment. This relationship is called “strategic
position”. Some basic ideas of this type of defi-
nition are also implicitly included as objectives
of strategy in many other types of definitions
presented in this study.

Among the first authors to present these kinds
of ideas was Igor Ansoff (1965)*, whose work
has had a great impact on the strategy definitions
of today. Ansoff (1965) viewed the strategy as
the “common thread” among an organization’s
activities and products/markets that defined the
essential nature of the business that the organiza-
tion was in and planned to be in the future.
Ansoff identified four components that such a
“common thread” would possess. These compo-
nents were the following:

1. Product-market scope
2. Growth vector

3. Competitive advantage
4. Synergy

The first three components define the firm’s re-
lationship with the external environment. They
define a certain strategic position (product-mar-
ket posture) for the firm within the environment
it is operating in. The fourth component refers to
internal joint effects, that is the 2 + 2 = 5 phe-
nomenon, between SBUs or between functions
of one SBU.

The basic idea of this kind of definition is to
adjust the internal conditions of the company to
the external conditions of the environment. To
achieve a good fit between internal and external
factors, both of these factors must be thoroughly
understood. Very often a SWOT analysis (analy-
sis of Strenghts/Weakneasses of the company
and Opportunities/Threats of the environment)
is used as a basic analysis for defining this rela-
tionship.

Strategic position of the company was the ba-
sic idea behind the definition called “business
portfolio approach”, which was developed dur-
ing the late 1960s and throughout the 1970s. The
essence of this approach is in positioning a busi-
ness within a matrix in accordance with its com-
petitive strength (internal capabilities) and the
attractiveness of its industry (external environ-
ment). The result of this positioning is presented

* Although Ansoff did not clearly define the strategy
concept.
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in a simple graphical matrix, which allows man-
agers to visualize the contribution of each busi-
ness to the corporate portfolio. The most popular
of these business portfolio matrices are:

— The growth-share matrix, originally developed by
the Boston Consulting Group (BCG), which descri-
bes four different strategic positions

— The industry attractiveness-business strength matrix,
originally developed by General Electric in co-ope-
ration with McKinsey and Co., which describes nine
different strategic positions. (Hax and Majluf 1984)

These portfolio definitions have two basic levels
of applicability: corporate and business. At the
corporate level, they are used to evaluate the
contribution of different businesses of the com-
pany. At the business level, the focus of attention
changes from the entire business to evaluation of
product-market segments.

As in the portfolio-approach at the business
level, the decisions about products and markets
are very essential in many of the other types of
definitions presented in this section. Organiza-
tion’s relationship with its environment is de-
fined through the determination of products and
markets. In Table 2 some characteristics of this
type of definition are presented.

In this type of definition strategy allows or-
ganizations to achieve a viable match between
their external environment and their internal ca-
pabilities. However, according to Hax (1990) the
role of strategy is not viewed as simply a passive
response to the opportunities and threats present-
ed by the external environment, but rather as a
process of continuously and actively adapting
the organization to meet the demands of a chang-
ing environment.

If this type is compared to the previous type
(strategy as a plan), these two can be compatible
in a sense that position can be consciously prese-
lected through a plan (see Mintzberg 1987, p.
15). However, in this type of definition of strate-
gy concept environment is seen to be more dy-
namic, complex and unpredictable and organiza-
tions should be able to change with it.

2.3.4 Strategy as a pursuit of competitive
advantage

The idea of competitive advantage is not a new

one. Ansoff (1965) mentioned it as a component
of his strategy concept. But according to this
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Table 2. Characteristics of strategy as a position.

Characteristic Strategy as a position

The basic characteristics of the
match an organization achieves
with its environment is called
its strategy. (Hofer and Schen-
del 1978, p. 4)

Achieving a match
Multidimensional
Component type definition

Example definition

Nature of strategy

Focus of strategy Means/objectives

Aim of strategy Alignment between company

and the environment

Components of strategy Product-market scope, growth
vector, competitive advantage,

synergy
Terms used to describe Management tool to cope with
strategy external and internal changes
Associated authors Ansoff 1965

Andrews 1971, 1988

Hofer & Schendel 1978

Bourgeois 1980

Thorelli & Becker 1980

Shirley et al. 1981

Galbraith & Schendel 1983
Associated authors in ~ Cleaves & O’Laughlin 1986a, b
forest products industry Juslin & Korhonen 1986

Juslin & Tarkkanen 1987

Juslin et al. 1990

Booth & Vertinsky 1991

type of definition, the central theme of strategy is
to achieve a sustainable competitive advantage
over a company’s competitors, instead of com-
petitive advantage being just one component or
dimension of strategy. This type of definition is
very closely related to the previous type, being a
modern version of it, but it is so important in the
strategy research of the 1980s and 1990s that it
has to be separated.

The most prominent of the definitions of this
type is based on the extensive work done by
Michael Porter (1980, 1985, 1990). The focus is
on competition and the assumption underlying
the concept of strategy is that competitive advan-
tage is at the heart of any strategy. According to
Porter (1985) generic competitive strategy spec-
ifies the fundamental approach to competitive
advantage a firm is pursuing, and provides the
context for the actions to be taken in each func-
tional area. A basic presumption in applying com-
petitive strategy is that the company understands
the competitive forces which define the nature of
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competition. Porter (1980) identifies five such
forces:

Rivalry among existing competitors
Bargaining power of suppliers
Bargaining power of buyers

Threat of substitute products or services
Threat of new entrants

o L3 B s

By understanding these forces a company can
find a good competitive position to defend itself
from these forces, i.e. to find a position with
little or no competition. Porter (1980) presents
three different generic competitive strategies a
company can implement to achieve and sustain
competitive advantage: cost leadership, differ-
entiation and focus (for more detailed discussion
on Porter’s (1980) generic strategies see Section
2.4.1). This classification has been widely used
in research and in practice, but of course it is not
the only definition of strategy as a pursuit of
competitive advantage. In Table 3 some charac-
teristics of these types of definitions are described.

Table 3. Characteristics of strategy as a pursuit of compe-
titive advantage.

Characteristic Strategy as a pursuit of competitive

advantage

Example definition The generic strategy specifies
the fundamental approach to
competitive advantage a firm
is pursuing, and provides the
context for the actions to be
taken in each functional area.

(Porter 1985, p. 25)
Nature of strategy Match, position
Focus of strategy Objectives/means

Gaining of competitive advan-
tage over competitors

Aim of strategy

Components of strategy ~Competitive scope and com-
petitive advantage

Terms used to describe ~ Competitive strategy
strategy

Hall 1980

Porter 1980, 1985, 1990
South 1981

Day 1984

Hill & Jones 1989

Hax 1990

Associated authors in Rich 1986

forest products industry  Uitto & Uitto 1990
Bush and Sinclair 1991
Bush et al. 1991

Associated authors
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Although Porter’s (1980) model is very popu-
lar it has some deficiencies. A firm’s competi-
tive environment i.e industry and its effect on the
firm’s competitive position is the starting-point
of that model and it places very little emphasis
on specific attributes of a firm affecting its com-
petitive position. It further assumes that compa-
nies within industry are identical concerning stra-
tegically relevant resources (Barney 1991) but
some actions are simply not possible to imple-
ment for a small firm with scarce resources.

Porter’s (1980) model is also very competi-
tion-oriented. It does not take into account the
customer’s point of view. Whereas Hill and Jones
(1989) adapting Abell’s ideas (1980) see that the
decision about customer needs, customer groups
and distinctive competences are at the heart of
business-level strategy choice, because they pro-
vide the sources of a company’s competitive
advantage over its competitors and determine
how the company will compete in a certain busi-
ness or industry.

According to the definition of strategy as a
pursuit of competitive advantage it is possible
for a company, through its choice of strategy, to
affect the competitive forces of the environment
to its advantage. On the other hand the previous
definition of strategy as a position aimed to adapt
a company to its environment.

2.3.5 Strategy as a pattern of decisions and
actions

The definition of strategy as a plan and as a
position imply that the strategy is developed con-
sciously and purposefully. Although this might
be true in many cases, Mintzberg (1978) has
pointed out that strategies can also emerge unin-
tentionally. In order to include both the planned
and emergent strategies, Mintzberg (1978) and
Miles and Snow (1978) have described strategy
as a pattern in an organization’s important deci-
sions and actions.

According to Miles and Snow (1978) these
decisions are typically directed at 1) maintaining
the organization’s alignment with its environ-
ment and 2) managing its major internal interde-
pendences. They developed an organizational
typology which illustrates different patterns of
adaptive behaviour used by organizations in ad-
justing to uncertainty and environmental chang-
es, i.e. product-market changes.
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Figure 3. Intended and realized strategies (Mintzberg
1978, p. 945).
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According to Mintzberg (1987, p. 12) the def-
inition of a strategy as a plan is not sufficient; a
definition that also encompasses the resulting
behaviour is needed. Mintzberg (1978, 1987;
Mintzberg and Waters 1982, 1985) has been in-
vestigating strategy and the process of strategy
formation based on definition of strategy as “a
pattern in a stream of decisions”. According to
Mintzberg (1978) strategy can be both intended
or emergent. These two kinds of strategies can
be combined in three ways as shown in Fig. 3
and listed below:

1. Intended strategies that get realized: these may be

called deliberate strategies.

Intended strategies that do not get realized, perhaps

because of unrealistic expectations, misjudgements

about the environment or changes in either during
implementation; these may be called unrealized stra-
tegies.

3. Realized strategies that were never intended, perhaps
because no strategy was intended at the outset or
perhaps because, as in 2, those that were got displa-
ced along the way; these may be called emergent
strategies.

(]

Accordingly the realized strategy (what actually
gets done) is often a combination of deliberate
and emergent strategies. By this definition strat-
egy is consistency in behaviour, whether or not
intended. Characteristics of this type of defini-
tion are described in Table 4.

Quinn (1978, 1980) also casts serious doubts
on the merits of strategy as result of a formal
strategic planning process. Quinn (1978) argues
that strategy process is fragmented, evolutionary
and intuitive, where strategy evolves as internal
decisions and external events flow together. Typ-
ically companies react to these events by making
a set of incremental decisions and Quinn (1978,
1980) calls this approach of strategy formation
“logical incrementalism” leading to a strategy.

Some other authors (e.g. Andrews 1971, 1988,
Hofer and Schendel 1978, etc.) have also to some

Acta Forestalia Fennica 240

extent emphasized the pattern of strategy, but
they have not included the discussion concern-
ing the emergent part of strategy. Instead they
emphasize a pattern of planned decisions.

The most significant contribution of this type
of definition is in its idea of intended strategies
being different from realized strategies and the
substance that the idea of emergent strategies
enhances, since the future can never be totally
rationally planned. Strategy as a pattern of deci-
sions and actions is easiest to understand when it
is investigated during a long period of time. The
pattern is difficult to observe in cross-sectional
studies.

The disadvantage with this kind of definition
of strategy concept is that it is not very clear and
accordingly it is not very easy for business man-
agement to utilize it in practice. It is more popu-
lar among academicians. Quinn’s (1980) ideas
about strategy formulation as incremental rather
than piecemeal process are very realistic, since
most likely strategies are formed incrementally
when adapting to the turbulent environment.

Table 4. Characteristics of strategy as a pattern of decisi-
ons and actions.

Characteristic Strategy as a pattern

Example definition “A pattern in a stream of deci-

sions” (Mintzberg 1978)

Nature of strategy Pattern in decisions and actions

Focus of strategy Means

Aim of strategy Consistency in behaviour
Alignment with the environ-

ment
Components of strategy  None clearly defined

Terms used to describe ~ Emergent, deliberate
strategy

Associated authors Miles & Snow 1978
Mintzberg 1978, 1987

Quinn 1978, 1980

Hambrick 1980, 1982, 1983a
Snow & Hrebiniak 1980
Mintzberg & Waters 1982,
1985

Greiner 1982

Associated authors in None discovered

forest products industry
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2.3.6 Strategy as an atmosphere or a
framework

Often strategy is not explicitly defined; rather it
exists as implicit ideas in the heads of managers.
Instead of applying a very expensive strategic
planning process which would produce explicit
strategies, companies are trying to develop strat-
egy to be a conceptual framework or atmosphere
for all the decisions made in the company. Since
strategy is not explicitly presented, managers’
personal values have a significant effect in this
type of definition.

Strategy as an atmosphere or a framework could
be described as a shared way of thinking inside
the organization. The concept of strategic think-
ing (see Nisi 1991), is very closely related to the
ideas of this type. Also the ideas of corporate
culture, which have been investigated e.g. by
Deal and Kennedy (1982) and to some extent by
Peters and Waterman (1982), could be related to
this type. There are two different views, inside
this type of definition of strategy concept, con-
cerning the focus of strategy. One sees strategy
as a means (how to achieve company’s objec-
tives?) and the other purely as an objective (what
the organization should be?).

Luostarinen (1975, pp. 13—14) refers to strate-
gy as a tool of management. For the management
it is necessary to define the strategy to be able to
guide the planning process. The planning proc-
ess is based on the business idea and is aimed at
achieving goals. The goals give the directions
for planning and the strategy manifests the means
how these goals should be aimed at. The strategy
is defined based on analysis of internal and ex-
ternal conditions. The strategy can be aggres-
sive, defensive or adjustable.

According to Tregoe and Zimmerman (1979)
and Hansen (1991) strategy should provide a
picture of the organization as it wants to look in
the future. It is totally directed at what the organ-
ization should be rather than how it will get
there. Tregoe and Zimmerman (1979) state that
strategy is a vision. Also Hansen (1991) sees
many similarities between a vision and a strategy
but he states that strategy is the second outcome
of strategic thinking, the vision being the first.
Hansen’s (1991) view is closer to many other
author’s view in terms that very often vision is
seen to be above strategy (for discussion about
vision see e.g. Robbins and Duncan 1987). Char-
acteristics of this type of definition are described
in Table 5.

Tregoe and Zimmerman (1979) present also a
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Table 5. Characteristics of strategy as an atmosphere or a
framework.

Characteristic Strategy as an atmosphere or a

framework

Example definition “A  framework that guides
those choices that determine the
nature and direction of an orga-
nization” (Tregoe and Zimmer-

man 1979)

Guiding theme directing the
company
Perspective

Nature of strategy

Focus of strategy Means/objectives

Aim of strategy Shared view/vision
Direct firm’s actions to achie-

ve goals
Components of strategy None clearly defined

Terms used to describe  Vision, perspective, tool of ma-
strategy nagement, culture, ideology

Associated authors Luostarinen 1975

Tregoe & Zimmerman 1979
Markus 1981

Deal & Kennedy 1982
Ohmae 1983

Peters and Waterman 1982
Gahmberg 1986, 1991
Hansen 1991

Associated authors in ~ Juslin & Wager 1975
forest products industry Merisalo & Nyrén 1990

very important concept that is underlying the
strategy, it is “driving force”. The driving force
is a strategic area that influences the nature and
direction of an organization’s products, services
and markets. They identified nine strategic areas
that may become the driving forces that influ-
ence an organization:

Products offered
Market needs
Technology
Production capability
Method of sale
Method of distribution
Natural resources
Size/growth
Return/profit

VOB W=

These driving forces are not unchangeable.
Changes in environmental factors or changes
within the organization may demand that the
situation is reviewed. The accelerating rate of
changes and complexity in the world makes these
reviews essential to survival.
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A very important characteristic in this type of
definition of strategy concept is that the atmos-
phere or framework must be shared throughout
the organization. It is of utmost importance for
the successful implementation of strategy that
everybody within the organization has the same
way of thinking. With this kind of definition,
strategy is to the organization what personality is
to the individual.

Strategy understood in this way is a frame-
work that guides important choices made in an
organization. Those choices might be called stra-
tegic decisions concerning products/services, ge-
ographical markets, customers, organizations ca-
pabilities, resources, etc. This type of definition
is fairly abstract and if the strategy is not shared
and understood throughout the organization it
runs the risk of being personalized to one or a
few persons in the organization namely those
who have created it, and if those persons leave
the organization, it is left drifting without any
direction. The understanding of strategy is very
much dependent on the abilities of the strate-
gists, who are creating the strategy, to communi-
cate it to the rest of the organization.

When the strategy has been successfully com-
municated and understood throughout the organ-
ization it might be difficult to change it, although
the changes in the environment might require
adjustment in strategy. Luostarinen (1989) calls
this resistance of change “lateral rigidity” and
Mintzberg (1987) mentions that strategy within
this kind of definition might to some extent re-
strict the actions of an organization.

2.3.7 Summary and conclusions concerning
strategy concept

As seen from the earlier analysis, strategy is very
multidimensional concept and the definitions of
strategy concept can vary quite considerably.
The varied characteristics of strategy concept are
very well manifested in Mintzberg’s conceptual-
ization (1987) that strategy can be a plan or ploy,
it can be a position or a pattern or even a perspec-
tive. Similarly, Hax (1990) has presented vari-
ous dimensions that should be included in strate-
gy. The strategy concept has developed during
the last thirty years from being a planning-ori-
ented concept to a concept where competitive
advantage has a key role.

While competitive advantage is the buzz word
in almost every modern strategy definition, there
still remains few basic decisions to be made in
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strategy which have not changed for a long time.
The decisions concerning markets to be served
and products to be offered have been empha-
sized by many authors as core decisions (Ansoff
1965, Miles and Snow 1978, Shirley et al. 1981
and to some extent Hofer and Schendel 1978)
when defining a company’s strategy. Also in
Porter’s view (1980) the product-market deci-
sions are important, although his view is more
comprehensive and he does not define any ex-
plicit components/decisions for strategy. As men-
tioned earlier gaining competitive advantage is
the ultimate objective of any strategy. Successful
business strategies are usually built around prod-
uct-market decisions that will set a firm apart
from its competitors and give it some kind of
strategic advantage.

One very important concept in connection with
strategy and competitive advantage is distinctive
competence which has been somewhat forgotten
lately. It was first introduced by Selznick (1957)
to describe “emergence of special capabilities
and limitations”. Andrews (1971) further em-
phasized the concept of an organization’s dis-
tinctive competence by pointing out that it was
more than what the organization could do; it was
the set of things that the organization did particu-
larly well relative to its competitors. According
to Hill and Jones (1989) distinctive competences
are the unique strengths of a company and build-
ing a competitive advantage involves the strate-
gic exploitation of distinctive competences; they
form the bedrock of a company’s strategy. Dis-
tinctive competences are in fact sources of com-
petitive advantage. A company can have distinc-
tive competences in any of its functions (manu-
facturing, marketing, distribution, R&D, etc.).

The question of different hierarchical levels
concerning strategy is not emphasized in the
previous discussion of the definitions of strategy
concept. The reasons for this were briefly men-
tioned in Section 2.2.2 where marketing strategy
was seen to be almost at the same level as corpo-
rate strategy. It must be kept in mind that the
empirical part of this study deals with sawn tim-
ber which in fact is an industrial product, and
that in an industrial-products company market-
ing function has an even more central role than
in a consumer-products company. Webster (1979)
states that in an industrial-products company
marketing is much more general management’s
responsibility since changes in marketing strate-
gy typically involve capital commitments for
new equipment, changes in manufacturing ap-
proaches, etc. Thus, according to Webster (1979)
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marketing strategies in industrial marketing do
not significantly differ from the corporate strate-
gy of a company. Additionally, in the sawmill
industry the difference between corporate and
business strategy is not always very clear, since
for a sawmill company producing only sawn
timber the corporate and business strategy is the
same thing.

In this study two different definitions of strate-
gy concept were chosen. The aim in choosing
two different strategy concepts was to compare
these two concepts and their relationship both at
the theoretical and empirical level. Furthermore
the aim was to compare their operationalizations
and develop measurement instruments for these
strategy concepts. To measure overall competi-
tive strategies the well-known Porter (1980) mod-
el was chosen. This concept justifies its place as
a leading concept of competitive strategy and
Porter has also done a tremendous job in further
developing the concept of competitive advan-
tage. Porter (1980) model has been used in stud-
ies examining sawmill industry only by few re-
searchers (e.g. Bush and Sinclair 1991, Merisalo
and Nyrén 1990, Uitto and Uitto 1990) and only
Rich (1986) has used similar operationalization
as will be used in this study, and his study in-
cluded also other sectors of forest products in-
dustry than sawmill industry.

The other chosen concept is the marketing
strategy by Juslin (see Juslin and Tarkkanen 1987).
The reasons for choosing this concept is that
Juslin sees marketing strategy and corporate strat-
egy to be at the same hierarchical level. This
definition includes the core decisions about prod-
ucts and markets (the decisions concerning prod-
ucts, customers and market areas) to be made in
strategy. Juslin also includes a competitive ad-
vantage as one component. Furthermore, this
marketing strategy concept with its operationali-
zation has been developed to be easy to measure
and one of its merits is the division of strategy
into strategic decisions or components. In addi-
tion to the fact that this marketing strategy con-
cept is very suitable for the purposes of this study,
itis also a very natural choice due to its proximity
and familiarity to the author. For the first time in
this study the Juslin’s marketing strategy concept
and especially its operationalization is used out-
side Finland in connection with interviewing saw-
mills. The basic idea behind both of the chosen
strategy concepts is similar, being that a company
adapts itself to a turbulent environment and gains
a competitive advantage over its competitors by
implementing these strategies.
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2.4 The strategy concepts used in this study
2.4.1 Generic competitive strategies

Michael E. Porter’s (1980) strategy concept,
which has been one of the most cited concepts in
business literature during the 1980s, was chosen
as a strategy concept of overall competitive strat-
egy. As Montgomery et al. (1989) noted, Por-
ter’s (1980) work on competitive strategy is an
outgrowth of extensive basic research, both the-
oretical and empirical. It has also been used suc-
cessfully in strategy research in forest products
industry (e.g. Rich 1986, Bush and Sinclair 1991,
Bush et al. 1991). In the classification of strategy
concepts developed in this study, Porter’s (1980)
concept very clearly belongs to the “strategy as a
pursuit of competitive advantage” type.

Competitive strategy and gaining a competi-
tive advantage over competitors became very
important during the 1980s. Due to the slow
growth of demand for softwood lumber during
the 1980s, it became evident that for any compa-
ny the only way to gain growth is at the expense
of your competitors. Even holding the existing
position in a competitive environment required
developing competitive advantages. In the saw-
milling industry it is particularly important to
differentiate yourself from your competitors, since
switching costs of changing a supplier (Porter
1980, p. 114) with a product like sawn timber,
which has uniform technical characteristics, are
very low for the customers.

A central concept in Porter’s approach to com-
petitive strategy is a firm’s profit. This is reflect-
ed in many studies (see e.g. Hambrick 1983c,
Dess and Davis 1984, 1986, Rich 1986, White
1986, Miller and Friesen 1986, Miller 1988) made
about the relationship between Porter’s strategy
types and performance of a firm. A basic deter-
minant of a firm’s profitability is “industry at-
tractiveness”, which is determined by Porter’s
(1980) well-known five forces model (see Sec-
tion 2.3.4), effecting the profitability of the in-
dustry. The generic competitive strategies model
is then concerned with the means by which a
firm may attain above industry average profits in
the long run. If a firm is to achieve above aver-
age profit performance, it must possess a “sus-
tainable competitive advantage” compared with
its competitors, which allows it to cope with the
five forces better than they do.

According to Porter (1985) there are two basic
types of competitive advantage: lower cost and
differentiation. Lower cost is the ability of a firm
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Figure 4. Generic competitive strategies (Porter 1980,
1985).

to design, produce and market a comparable prod-
uct more efficiently than its competitors. At pric-
es at or near competitors’, lower cost translates
into superior returns. Differentiation is the abili-
ty to provide unique and superior value to the
buyer in terms of product quality. Differentiation
allows a firm to command a premium price,
which leads to superior profitability provided
costs are comparable to those of competitors.
Competitive advantage of either type translates
into higher productivity than that of competitors.
The low-cost firm produces a given output using
fewer inputs than competitors require. The dif-
ferentiation firm achieves higher revenues per
unit than competitors.

When these types of advantages are combined
with the competitive scope Porter (1980) presents
three different generic competitive strategies a
company can implement to achieve and sustain
competitive advantage: cost leadership, differ-
entiation and focus as shown in Fig. 4. Later,
Porter (1985) divided focus strategy into two
separate strategies: costs focus and focused dif-
ferentiation. The three generic strategies are de-
scribed in Section 2.7.3 in connection with the
operationalizations. These strategies are called
generic because all businesses or industries can
pursue them.

Later, Porter (1985) proposed a concept of
value chain as the basic tool for identifying and
finding ways to enhance competitive advantage.
The value chain divides a firm into discrete ac-
tivities it performs in designing, producing, mar-
keting and distributing its products. Strategy
guides the way a firm performs these individual
activities and organizes the entire value chain. It
is very important to a firm to understand not only
its own but also the value chains of suppliers,
distributors and customers, which creates the val-
ue system (Porter 1985). The differences in val-
ue chains compared to competitors and the man-
agement of the whole value system are very
important sources of competitive advantage,
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which again can lead to superior performance.

Although, the Porter model has become a kind
of standard in research, it has some shortcom-
ings. The most common critique has been target-
ed towards the dichotomy between cost leader-
ship and differentiation. Porter (1980) argued
that it is rarely possible to successfully apply two
of the generic strategies simultaneously. Several
writers (Dess and Davis 1984, Miller and Friesen
1986, White 1986) have found empirical evi-
dence of successful combinations of low cost
and differentiation. Wright (1987), Murray (1988)
and Hill (1988) have argued on theoretical
grounds that a combination of low cost and dif-
ferentiation strategies should not only exist but is
also necessary for competitive success in a varie-
ty of circumstances. Later, Porter (1985) de-
scribes the conditions how a company can apply
more than one strategy simultaneously, but still
sees it as having great risks which can lead to a
“stuck in the middle” situation, where none of
the selected strategies are implemented properly.

The choice of strategy is also restricted by the
size of a company and the resources it possesses.
Wright (1987) notes that small firms only have
the option to successfully compete through the
focus strategy, while large firms would not com-
pete with the focus strategy as their only strategy
adoption, since it would not be attractive enough
for them.

2.4.2 Marketing strategy

The other chosen strategy concept and especially
its operationalization was developed by profes-
sor Heikki J. Juslin at the Department of Forest
Products Marketing in the University of Helsinki
in Finland during the 1980s. The ideas are pre-
sented thoroughly in Juslin and Tarkkanen (1987).
The strategy concept in professor Juslin’s re-
search has its origin in the work done by Igor
Ansoff (1965). In addition, ideas presented by
Shirley, Peters and El-Ansary (1981) and Web-
ster (1979) influenced and supported Dr. Juslin’s
conceptual ideas.

According to Juslin, strategy refers to the com-
pany’s relationship with its environment and this
relationship is defined through decisions about
products and markets and competitive advantage
(Juslin and Tarkkanen 1987, p. 15). In the classi-
fication of strategy concepts in this study Jus-
lin’s definition is a “strategy as a position” type
definition. Although Juslin’s strategy is named
marketing strategy it is broader than typical def-
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initions of marketing strategy, which are very
often linked with only the marketing objectives.
The marketing strategy definitions are very often
marketing mix based, for example according to
Kotler (1988, p. 71):

marketing strategy defines the broad princi-
ples by which the business unit expects to
achieve its marketing objectives in a target
market. It consists of basic decisions on total
marketing expenditure, marketing mix, and
marketing allocation.

Also Foxall (1981, p. 34) defines marketing strat-
egy as being:

an indication of how each element of market-
ing mix will be used to achieve marketing ob-
Jectives.

According to Juslin (Juslin and Tarkkanen 1987,
p. 17-18) a company determines its marketing
strategy by making decisions concerning (com-
pare Shirley et al. 1981, p. 6):

1. Customers

2. Products

3. Geographical limits of market area
4. Competitive advantage

Juslin (in Juslin and Tarkkanen 1987) stated that
when a company defines its strategy, it defines
the products, its customers, the geographical lim-
its of markets and the competitive advantage on
which the use of marketing tools will be planned.
Strategy also defines the goals that the company
tries to achieve by its actions within these four
parameters. All these decisions together put the
company in one strategic position and define the
company’s relationship with its environment. It
must be emphasized that although this relation-
ship is defined by the strategies and goals, the
methods for obtaining this relationship are not
yet established.

According to Juslin (1992) the strategies are
realized through marketing functions and the
marketing structures should serve as frames for
realizing the strategies. A change in the compa-
ny’s external environment forces management to
pay attention to its strategic position. The strate-
gic decisions in the above-mentioned four pa-
rameters must be evaluated in relation to the
changed external environment, and possibly some
adjustments in a company’s strategy must be
made. Changes in strategy should be followed
with changes in structures.

The decisions about products, customers, mar-
ket areas and competitive advantages are the
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main decisions to be addressed in strategic plan-
ning, and they are all closely interrelated. De-
pending on the marketing ideology used, each
decision is given a special weight. For example,
when marketing ideology is very customer-ori-
ented, the most important of these four decisions
is the choice of customers. Eventually the strate-
gic marketing decisions dictate the future of the
firm and/or industry. The investments into the
company can only be based on the possibilities
of the markets.

Juslin (in Juslin and Tarkkanen 1987) con-
cluded that marketing strategy and corporate strat-
egy are at the same hierarchical level. This con-
clusion was based on the definition of marketing
as an adjustor between the company and its envi-
ronment and on the proposition that product and
market decisions are essential on both levels.
According to Juslin (1992) marketing has such a
central position in the operation of a business
unit that it is integral with the strategy of the
whole unit. This means that decisions concern-
ing marketing strategy are made at the highest
hierarchical level of the business unit. These
definitions would suggest that the marketing strat-
egy by Juslin (1992) is defined at business level.

When this definition is critically analyzed, de-
cisions on two different levels of a company can
be found. Traditionally (see e.g. Ansoff 1965,
Hofer and Schendel 1978) the decisions con-
cerning products and markets (decisions about
products, customers and market areas) have been
defined as decisions of corporate strategy, and
decisions about competitive advantage have been
considered to be at the business strategy level. It
can be concluded that this strategy definition is a
combination of traditional definitions of corpo-
rate and business strategies. This can be explained
by the fact that this definition has been devel-
oped in connection with studies of the forest
products industry and as mentioned, in compa-
nies producing industrial products, marketing has
amore essential role and thus marketing strategy
is closer to corporate strategy than in consumer
product companies.

This research has its origin very much in mar-
keting and marketing planning, and the basic
assumption behind this research is that a compa-
ny is market-oriented and operates based on cus-
tomer needs. These essential assumptions are
similar in Juslin’s marketing strategy concept
and thus it is very suitable. However, for the
purposes of this study some further theoretical
clarifications have been made to this marketing
strategy concept. The clarifications are refine-
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ments of the conceptual background of this con-
cept and attempts to make it also more compara-
ble with generally accepted ideas about compet-
itive advantage.

The fourth decision is not called competitive
advantage as it was named by Juslin (Juslin and
Tarkkanen 1987), but it is renamed as marketing
competence. The reason is that achieving and
sustaining competitive advantage is generally
seen (Porter 1980, South 1981, Day 1984, Cra-
vens et al. 1987, etc.) as the ultimate objective of
any strategy and not as a component of it. Cra-
vens et al. (1987, p. 48) state that the essence of
both corporate and marketing strategy is finding
an advantage over competition. Competitive ad-
vantage is achieved by making decisions about
products, customers, market areas and marketing
competences. These decisions will lead the com-
pany to a better competitive position than its
competitors and thus to gain competitive advan-
tage over them. These decisions form the recipe
for a company’s success.

The term marketing competence or strategic
marketing competence is at the corporate level
generally referred to as distinctive competence,
as discussed earlier in section 2.3.7. Distinctive
competences can be in any of a company’s func-
tions, but marketing is the most critical one since
it is the ultimate link between the company and
its most important external relationship — its
customers. Distinctive competences of the mar-
keting function are thus called marketing com-
petences. Marketing competences are capabili-
ties or unique strengths in marketing that com-
petitors cannot easily match or imitate. This also
justifies calling this strategy definition market-
ing strategy.

All marketing competences do not necessarily
create a competitive advantage or transfer to
competitive advantage. They must be real, so
that they are important to customers and that
competitors do not have or cannot easily acquire
the same competences. All industries have some
critical success factors (see e.g. Day 1984 and
Hill and Jones 1989) that a company must have
to be able to survive on the markets. To achieve
success a company has to not only match its
marketing competences with the critical success
factors that exist in the market but also exceed
those of its competitors (Kotler 1988).

This refinement might seem to be a minor one
or a substitution of words but conceptually, and
thinking about theories concerning strategies and
competitive advantage, it is a quite considerable
change in the philosophy of Juslin’s definition of
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strategy concept. It relates very closely to the
discussion of competitive advantage during the
1980s. Hopefully, with these refinements, con-
fusions relating competitive advantage can be
avoided and the relationships between the strate-
gy concepts used in this study are made clearer.

2.4.3 Relationship between generic competitive
strategies and marketing strategies

The discussion about the relationship between
generic competitive strategies and marketing
strategies is based on the strategy concepts that
were presented in the previous sections. The dis-
cussion is based on Porter’s (1980, 1985) work
and on Juslin’s (in Juslin and Tarkkanen 1987)
work and thus in the following text references
are not made to these sources.

As mentioned earlier, companies pursue busi-
ness strategies to gain a competitive advantage
that will allow them to outperform competitors
and earn above-average returns. A company has
three basic competitive approaches at the busi-
ness level: cost leadership, differentiation and
focus. In general, each of these competitive strat-
egies is a result of making certain consistent
choices on products, markets and distinctive com-
petences. On the other hand, in this study the
marketing strategy was said to be a result of
making decisions concerning products, custom-
ers, market areas and marketing competences.
As it can be noted these two strategy concepts
are closely related to each other. Due to the
operationalizations (see Sections 2.7.3 and 2.7.4)
of the strategy concepts used the relationship
between them is examined by describing what
kind of strategic marketing decisions would be
most consistent with each type of generic com-
petitive strategy. These connections are present-
ed on hypothetical level in Table 6, and are
tested later in the empirical part of the study and
the following discussion is applied to the saw-
mill industry.

A company pursuing cost leadership is aiming
at producing products at a lower cost than com-
petitors. This would require economies of large-
scale production and products designed for ease
of manufacturing, thus cost leader would choose
a low level of product differentiation, i.e. stand-
ardized commodity products. The cost leader
would also ignore different market segments and
seek an average customer for the sake of lower
costs, i.e. target as many segments as possible.
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Table 6. Hypotheses concerning the relationships between marketing strategy decisions and

generic competitive strategies.

Marketing strategy

Generic competitive strategy

decision Cost leadership Differentiation Focus

Product Commodity Specialty Custom-made/
specialty

Customer Many Many/few Known/few

Market area Many Many/few Few

Marketing Price Effective marketing Effective marketing

competence Market share Effectiveness of Customer relationships

Effectiveness of
marketing channel
Transportation
expertise

Similarly as with the customers cost leader would
not choose any specific market areas to be tar-
geted. As in all decisions also in those concern-
ing marketing competences the cost leader tries
to squeeze the costs. That would mean effective
marketing channels and transportation. Cost lead-
ers would aim to capture large market shares to
get large volumes which would keep the cost per
unit low, and price is one important competitive
weapon in competition over market share.
When pursuing differentiation strategy a com-
pany is aiming to create a product that is per-
ceived by the customer to be unique in some
important way. The level of product differentia-
tion is naturally high. The differentiation of sawn
timber can be achieved by special dimensions or
lengths or by some related service such as spe-
cial grading or drying to lower moisture content
that normally. Differentiators generally segment
their market into many niches. Companies pur-
suing differentiation strategy can offer products
to each segment but might choose to serve only
those segments where it has a specific differenti-
ation advantage. In customer and market area
decisions this means that a differentiator can
target many or a few customers or market areas.
In decisions concerning marketing competences
differentiators would emphasize research and
development, and well-known product brand.
When serving many segments effective market-
ing and effectiveness of marketing channel are
important. Customer relationships are also im-
portant if differentiation is based on service.
When pursuing focus strategy a company con-
centrates on serving a specific customer group,
market area or product group. In the sawmill
industry pursuing focus strategy might mean pro-
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marketing channel Personal selling
Well known brand R&D
Customer relationships

R&D

ducing sawn timber for the specific needs of a
known customer (e.g. furniture/window compo-
nents). Pursuing focus strategy means very well-
defined choices concerning customers and mar-
ket areas. In marketing competences close cus-
tomer contacts are vital, research and develop-
ment is important when focusing on a certain
product group, as are effective marketing and
effectiveness of marketing channel. Basically,
the focuser can pursue any kind of marketing
competence just directed at a particular strategic
target, but the ones mentioned are seen as the
most relevant in the sawmill industry.

For the Finnish sawmill industry the cost lead-
ership strategy is not a very feasible option due
to the relatively high production costs, remote
location and small domestic markets. Neverthe-
less, differentiation and focus strategies might be
very lucrative options, since the quality of raw
material is very good and Finnish sawmills are
also technologically advanced. However, Juslin
and Tarkkanen (1987) found out that many of
the requirements (e.g. intensive R&D) for differ-
entiation or focus strategy were not fulfilled in
the Finnish sawmill industry. For the sawmills in
North America cost leadership is a very attrac-
tive alternative due to the large domestic markets
of commodities, but there are also other attrac-
tive possibilities like a differentiation or focus
strategy to Japanese markets. These Japanese
markets demand quite different products com-
pared to the domestic markets in North America.
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2.5 Approaches in operationalizing strategy
concept

2.5.1 General

The question of operationalizing strategy con-
cept has been noted to be a difficult exercise by
many authors (Hambrick 1980, Snow and Ham-
brick 1980, Harrigan 1983, Ginsberg 1984,
Venkatraman and Grant 1986, Juslin and
Tarkkanen 1987, Bush and Sinclair 1991, etc.).
But the prerequisite to identify or measure strate-
gy is that it is operationalized. Juslin and
Tarkkanen (1987, p. 16) noted that although the
strategy may not be defined, it can be seen in the
company’s everyday activities. The activities and
the results of activities can be used to character-
ize strategies. The operationalization problem is
to make the activities measurable. According to
Churchill (1979) operationalization concerns the
assignment of numbers to represent quantities of
attributes.

Various ways to operationalize the strategy
concept have been used by researchers. The op-
erationalization is very dependent on the defini-
tion of the strategy concept in question, since the
operationalization is the bridge between the the-
oretical concept and its practical measurement.
Ginsberg (1984) noted that the operationaliza-
tion of strategy is influenced by four types of
inputs: (1) research goals, (2) research design,
(3) data availability and (4) defined concepts.
According to Ginsberg (1984) the input factor
linked most directly to the output of the opera-
tionalization is the way in which the researcher
has defined the concept of strategy.

One problem with operationalization is that
there seems to be a gap between planned and
realized strategies. According to Mintzberg
(1978) and Mintzberg and Waters (1985) the
planned (intended) strategies are not necessarily
the strategies that realize in the future. Most
likely the realized strategy is a combination of
planned and unplanned (emergent) strategies.
This problem is also related to the point in time
when the strategies are measured. Because the
future orientation is part of strategic thinking, it
must be clearly stated whether the intended or
realized strategies are measured.

Two major approaches are possible in describ-
ing realized strategies:

1. The longitudinal, historical approach, which uses an
individual, in-depth case method and labels them
according to their predominant features e.g. Mintz-
berg (1978).
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2. The cross-sectional, statistical approach deals with a
large number of companies and classifies them into
different strategic categories (e.g. studies based on
PIMS*).

In describing intended (planned) strategies only
cross-sectional methods are possible.

One major concern in the empirical opera-
tionalization of the strategy concept is that the
operationalization is done in a way that is both
valid and appropriate to the research questions
being asked. This problem has been noted for
example by Hambrick (1980), Harrigan (1983),
Ginsberg (1984) and Venkatraman and Grant
(1986). In the following various approaches are
presented for operationalizing strategy accord-
ing to the ideas of Hambrick (1980). The focus
will be on the operationalizations of business-
level strategies instead of corporate strategies,
since this study is aimed at a single industry/
business, namely the sawmill industry. Ham-
brick (1980) presents four different types of ap-
proaches, whereas for example Thomas and
Venkatraman (1988) distinguish two kinds of
operationalization: strategy operationalized in
narrow terms (focusing on one functional area or
a single dimension) and strategy operationalized
in broad terms (focusing on multiple functional
areas or dimensions reflecting a complex array
of scope or resource deployment decisions). This
distinction between two approaches of strategy
is analogous to the general distinction between
“unidimensional” versus “multidimensional”
view of strategy.

2.5.2 Textual descriptions of strategy

In this approach the strategies are not measured
but rather they are described in a comprehensive
textual fashion. The business school policy fac-
ulty at the Harvard Business School have written
hundreds of cases involving strategies, which
have been the origin of their prescriptions about
strategy formulation. These textual operationali-

* The PIMS (Profit Impact of Market Strategy) program
of the Strategic Planning Institute is a large-scale, contin-
uing empirical inquiry into the interrelationships among a
group of factors representing strategy, competitive posi-
tion, business environment and operating results of busi-
nesses producing manufactured products or services.
(Schoeffler 1977)

29



zations, of course, reflect the investigator’s indi-
vidual qualitative interpretation of each organi-
zation’s strategy.

According to Harrigan (1983) textual descrip-
tion is typically cases treating individual firms,
an expensive method, usually based on field stud-
ies that may be difficult to replicate. Case stud-
ies, if they are done well, capture the complexi-
ties of competition and uncontrollable environ-
mental factors surrounding strategy formulation.

Researchers (see e.g. Mintzberg 1978) who
use textual descriptions in their studies argue
that this approach is appropriate, given the com-
prehensive, multidimensional nature of strategy.
They argue that strategy is too situational to be
usefully measured and that attempts at measure-
ment often lose sight of the integrativeness and
internal logic of strategy.

In case studies the access to the data is very
much dependent on the management’s attitudes
and interest, since the data needed for case stud-
ies is generally proprietary information that can
be released outside the company only by the
permission of the management.

2.5.3 Operationalizations of parts of strategy

Some researchers have focused on a single key
variable (notably, market share) or variables with-
in a single functional area (e.g. R&D) in their
operationalizations of the strategy concept. Ac-
cording to Hambrick (1980) these researchers
typically have not actually labelled their varia-
bles as measures of business-level strategy. It is
the reviewers of the field who have given the
“strategy” label to these variables.

According to Hambrick (1980) most of those
investigators who have applied parsimonious
views of strategy, have focused on market share
as their key variable. Such researchers have gen-
erally attempted to identify the effects of market
share on profitability. Another set of studies has
focused on functional strategies — primarily fo-
cusing on key variables of marketing or R&D.
These views of strategy are typically accompa-
nied by relatively reliable measurement of the
key variables, since the researcher is attracted to
the more quantifiable variables of those availa-
ble.

These studies are relatively narrow in scope
and very often do not capture the breadth of
decision areas that constitute strategy. The valid-
ity of this approach is questionable since it only
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provides an approximation of strategy. The ad-
vantage of this kind of study is that it allows
relatively exact analysis of a limited number of
strategic variables. This approach corresponds to
the narrow operationalization presented by Tho-
mas and Venkatraman (1988).

2.5.4 Multivariate modelling of strategy

Researchers using this approach are interested in
building a multivariate representation of strate-
gy. Unlike the partial operationalizations of strat-
egy, the multivariate approaches take a compre-
hensive view of the construct. Hambrick (1980)
and Harrigan (1983) have noted that multivariate
modelling can give a good general view of the
structure of strategy, but on the other hand there
is the risk of missing the central thread or inter-
nal logic underlying a strategy. Multivariate meas-
urement of strategy has been mostly used with
large databases (e.g. PIMS). This gives a possi-
bility to test the relationship between strategy
and other constructs — generally organizational
performance.

Because multivariate modelling relies on data-
bases, it would be easy to argue that the results
are generalizable. Harrigan (1983, p. 399) argues
that the cross-sectional design of PIMS database,
in particular, is suited to exploring the “laws of
the market-place”. However, Hatten et al. (1978)
found contradictory evidence and also Hambrick
(1980, p. 571) stated that, although the multivar-
iate approach to strategy pinpoints interwoven
statistical associations, its results are not neces-
sarily generalizable.

According to Hambrick (1980) multivariate
measurements of business-level strategies have
been made exclusively in studies of realized strat-
egy. Hambrick (1980) also notes that there is no
apparent reason why multivariate measurement
of intended strategies (based on questionnaire or
scaled interview data from executives) could not
be made as well. After Hambrick’s (1980) article
there have been studies made about intended
strategies with multivariate measurements. For
example, Dess and Davis (1984), Juslin and
Tarkkanen (1987) and Bush and Sinclair (1991)
have used multi-item scales to measure intended
strategies.
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2.5.5 Typologies of strategies

The most popular approach during the 1980s has
been to operationalize the strategy concept with
typologies of strategies. Many authors have pre-
sented their own strategy typologies (see e.g.
Miller and Friesen 1978, Miles and Snow 1978,
Hofer and Schendel 1978, Porter 1980, Day 1984,
Herbert and Deresky 1987). As Galbraith and
Schendel (1983) noted, the number of possible
strategy types and the characteristics of each
type, vary widely from author to author, and is to
a large degree dependent on the objectives of the
firms seen by each author. Some of typologies
are restricted to consumer or industrial goods or
limited to specific industry. A one unified and
generally accepted strategy typology is still to be
discovered, although Porter’s (1980) typology
comes close.

The use of strategy typologies is twofold. In
some studies the strategy typology is defined a
priori based on theoretical rationale and thus is
the starting-point of the operationalization. In
other studies the objective is to develop strategy
typology a posteriori based on empirical results
on a specific data set. Miller and Friesen (1977)
empirically established ten strategic types (or
“archetypes”). Their typology did not distinguish
between corporate-level and business-level strat-
egy, but it contained elements of both.

Miles and Snow (1978) originally developed
their strategic typology, to help explain differ-
ences among textbook publishing firms they stud-
ied. They later extended, verified and applied the
typology in several other industries. The primary
dimension underlying their typology is the or-
ganization’s rate of product-market change.

Hofer and Schendel (1978) identified six ge-
neric business strategies, based on theoretical
considerations. According to Hofer and Schen-
del (1978), when formulating business strategy,
it is often useful to think of three different, but
related, kinds of substrategies (1) competitive
position strategies, (2) investment strategies and
(3) political strategies. By combining the com-
petitive position objectives and investment strat-
egy options, they defined six generic types of
business strategies each of which involves a dif-
ferent pattern of competitive position objectives,
investment strategies and competitive advantag-
es. These are 1) share-increasing strategies, 2)
growth strategies, 3) profit strategies, 4) market
concentration and asset reduction strategies, 5)
turnaround strategies and 6) liquidation and di-
vestiture strategies.
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The most frequently used classification of strat-
egy is developed by Porter (1980), described in
Section 2.4.1. Porter’s (1980) typology is appli-
cable to all industries and so it is emphasizing
the universality of the strategy. The Porter (1980)
model has been used by Hambrick (1983c), Dess
and Davis (1984), Miller and Friesen (1986),
Rich (1986), Miller (1988), Bush and Sinclair
(1991) and so on. Both Hambrick (1983c) and
Dess & Davis (1984) have in empirical studies
observed that Porter’s three generic strategies
exist in reality. On the other hand, Miller and
Friesen (1986) did not discover pure Porter’s
(1980) strategy types. All of the above-men-
tioned studies note that Porter’s (1980) strategy
types are not mutually exclusive.

Herbert and Deresky (1987) proposed a strate-
gy typology which was developed from a litera-
ture synthesis. The types were called (1) develop
strategy, (2) stabilize strategy, (3) turnaround
strategy and (4) harvest strategy. They focused
on the existence and content of these generic
strategies and did not consider the process of
strategy formulation or the appropriateness of
strategic choices. Herbert and Deresky (1987)
had multiple data sources and used multiple data
analysis methods and were able to empirically
establish the existence and characteristics of these
generic strategies.

According to Hambrick (1980), it is the degree
of comprehensiveness, or integrative pattern that
distinguishes typological operationalizations of
strategy from the partial view of strategy. Even if
there is a single dominant underlying dimension
to the typology, such as with the Miles and Snow
(1978) typology, the overall profile of a given
strategic type moves it beyond a univariate de-
scription.

There are some limitations in the use of strate-
gy typologies. First of all there is a risk of over-
simplifying. Also some of the typologies will
apply to some industries and not to others. Gal-
braith and Schendel (1983) argued that many of
the strategy classifications have been conceptual
constructs derived from appropriate dimensions
taken from theory without much empirical sup-
port beyond perhaps some case studies and anec-
dotal data. Although important insights regard-
ing strategic behaviour have been gained, the
validity of any typology is enhanced only if em-
pirical support could be provided.

Hambrick (1980) states that the primary
strength of typologies is that they attempt to
capture both the comprehensiveness and the in-
tegrative nature of strategy. Also according to
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Ginsberg (1984) the usefulness of this approach
lies in its comprehensive, yet parsimonious, ori-
entation to the development of theory.

2.6 Measurement of strategy concept

The operationalization of strategy concept is log-
ically followed by the problem of measurement
and the choice of variables. The measurement of
strategies is guided by the chosen strategy con-
cept and its operationalization. According to Es-
kola (1975) operationalization expresses the rules
with which the theoretical concept can be meas-
ured or constructed.

Snow and Hambrick (1980) have presented a
few major problems when measuring business-
level strategies. First, it is important to the re-
searchers to be aware of whether they are meas-
uring past strategy, a new strategy, a period of
strategic adjustment or some conception of fu-
ture strategy.

Second, there is a problem between intended
or realized strategies which was discussed earli-
er. Researchers should have a clear idea of wheth-
er their purposes are best served with measuring
intended or realized strategy. Related to this prob-
lem are the questions whether management and
researchers understand the strategy in the same
way and whether the strategies are adequately
communicated throughout the organization.

Quinn (1977, 1978) observed that managers
avoid articulating strategy explicitly. This re-
sults in a certain vagueness concerning strategies
and this vagueness might be interpreted by re-
searchers as an absence of strategies (Snow and
Hambrick 1980). Also Mintzberg (1978) stated
that strategies are formed by people, and unless
these strategies are communicated fully, the re-
searcher may be faced with an unknowable com-
bination of strategic history, managerial desires
and plans. Snow and Hambrick (1980) noted that
some organizations did not have any intended
strategy.

Third, the task of measuring strategy is to
attach absolute values to what is in fact a relative
phenomenon. According to Snow and Hambrick
(1980) an organization’s strategy is largely es-
tablished on industry conditions and competi-
tors’ actions. They observed an important prob-
lem concerning the degree of homogeneity/het-
erogeneity in the industry. If the sample of or-
ganizations to be studied is very homogeneous,
for example by size of the organizations, some
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important aspects of strategy that organizations
of different sizes may represent might be over-
looked. The sample heterogeneity might also cre-
ate problems. For example, comparison of stra-
tegic behaviour might be difficult if organiza-
tions are operating in quite different segments of
the industry.

Five major approaches to the measurement of
strategy have been presented in strategic man-
agement methodology literature. Snow and Ham-
brick (1980) have presented four of these: (1)
Investigator inference, (2) self-typing, (3) exter-
nal assessment and (4) objective indicators. A
fifth method, proposed by Jauch et al. (1980), is
structured content analysis of cases.

Investigator inference is a favourite method of
case writers. In this approach, the researcher,
using all the information available, assesses the
organization’s strategy. The main advantage of
this approach is that the researcher gets fairly
complete information about the organization. The
main disadvantage is the difficulty to obtain sam-
ples large enough for hypotheses testing and
then also validity of the measurement is ques-
tionable. The researcher’s own personal views
might also cause bias and according to Snow and
Hambrick (1980) one problem is a tendency to
interpret the organization’s behaviour according
to an implicit theory.

The self-typing approach allows an organiza-
tion’s managers to characterize the organization’s
strategy. Generally this approach is used with
written descriptions of strategy and managers
are asked to classify their organization.

In external assessment, expert panels, compet-
itors, consultants or industry analysts character-
ize the organization’s strategy. This approach is
very often used in connection with self-typing.
One major problem with this approach is that
outside experts tend to report realized strategies
whereas managers tend to report intended strate-
gies.

The fourth approach, objective indicators, in-
cludes measures that do not rely on perceptions
of individuals. Strategy is measured using objec-
tive indicators, i.e. secondary data sources, for
example published product-market data. The main
disadvantage is that sometimes the data needed
does not exist.

In the fifth method, structured content analy-
sis of cases, the researcher uses published case
materials and strategy is measured by coding
relevant information from these cases to a con-
tent analysis schedule (Ginsberg 1984).

Venkatraman and Grant (1986) have criticized
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the frequent use of nominal or single item scales
in strategy research. Single-item scales use a
single variable such as company size, degree of
vertical information or market share to measure
strategy. In nominal scales the company’s strate-
gy is classified into one of the different preclas-
sified mutually exclusive types. Multi-item scales
try to capture the key characterictics of strategy
based on observable characteristics of the firm
by using scales including more than one item.

Nominal scales have very often been used in
testing typologies or classifications of strategy.
For example, Snow and Hrebiniak (1980) and
Hambrick (1982) used Miles and Snow (1978)
typology and Rich (1986) used Porter’s (1980)
strategies to classify companies. Herbert and
Deresky (1987) proposed and tested a typology
of generic strategies with nominal scale. In this
study nominal scale is used when classifying
companies according to Porter’s (1980) typolo-
gy.

Single-item scales have been used in testing
Miles and Snow (1978) typology by Hambrick
(1983a), Gupta and Govindarajan (1984) in meas-
uring Hofer’s and Schendel’s (1978) business
strategies.

Multi-item scales have been used by many
authors, for example by Miller and Friesen (1977,
1983, 1986), Hatten et al. (1978), Hambrick
(1983b, c¢), Galbraith and Schendel (1983), Mill-
er (1987, 1988, 1989). Dess and Davis (1984)
used a multidimensional scheme when investi-
gating the presence of Porter’s (1980) intended
generic strategies. Bush and Sinclair (1991)
adopted their measurement scheme and studied
the intended competitive strategies in the US
hardwood lumber industry. In this study the mar-
keting strategies are measured with a multi-item
scale.

The question of validity and reliability of meas-
urement is very important and has not been ade-
quately emphasized in strategy research so far.
For example, Venkatraman and Grant (1986)
found out, in their review of measures of organi-
zational strategy constructs, that the validity and
reliability was not adequately assessed in most
of the studies. In most cases when the validity
was assessed, it meant that content validity was
examined by experts.

Some authors have presented methods how to
increase the validity of the measurements, used
in studying organization’s strategy. According
to Snow and Hambrick (1980), Harrigan (1983)
and Ginsberg (1984) the validity is better when
relying on multiple data sources, and Harrigan
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(1983) also emphasized multiple sites in data
collection. Ginsberg (1984) further emphasized
the use of multiple measurement approaches in
increasing the construct validity. Galbraith and
Schendel (1983) stated that research and impli-
cations based on theoretical descriptions of stra-
tegic typologies have greater validity when em-
pirically tested and confirmed. These ideas have
been successfully used, for example by Herbert
and Deresky (1987).

2.7 Framework guiding the empirical
implementation of the study

2.7.1 General

The construction of variables is based on the
framework of the empirical part of the study
presented in Section 2.1. Based on that frame-
work variables from the following areas are used:

Background of the sawmill
Generic competitive strategy
Marketing strategy
Marketing structures
Marketing functions

il ol

Based on the theoretical considerations and the
choices made in operationalizing the strategy
concepts described in the subsequent sections, a
more defined framework of the study is present-
ed in Fig. 5. In the following sections, also the
construction of variables describing background
of the companies, marketing structures and func-
tions is described in detail. The questionnaire
used can be found in Appendix 1 and the list of
variables used is in Appendix 2. Throughout the
empirical implementation of the study a com-
parison is carried out between the three countries
where the data was collected.

2.7.2 Variables describing background of the
companies

Background characteristics of a company have
quite a significant impact on the decisions the
company makes in strategic planning. These char-
acteristics (e.g. size in terms of production vol-
ume, export orientation) determine and to some
extend restrict what kind of strategy is feasible
for a company. They form a framework for com-
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Figure 5. Defined framework of the study.

pany’s strategic decisions. The variables used to
describe the background characteristics of the
companies were:

— country

— sawn softwood timber production volume in 1987
(Finland)/in 1990 (Western North America)

— export share in 1987/1990

— sawn timber production structure

— business type of the respondent unit

The production volume and export volume were
measured in cubic metres in Finland and in board
feet in the US and in British Columbia, Canada.
For the analysis the board feet were converted
into cubic metres by multiplying them by a coef-
ficient of 0.00236. During the interviews there
was also an attempt to measure sales revenue of
lumber but it soon became evident that for many
of the companies it was difficult to separate the
sales revenue of lumber from the total sales rev-
enue or it was too proprietary information to be
released. As a result of this, sales revenue was
omitted in the final analysis of data.

The production structure describes how the
production in 1987/1990 was divided into com-
modity, specialty and custom-made products.
These three lumber product categories are de-
fined based on the level of differentiation of the
products as follows (these descriptions are ex-
amples used in the questionnaire in North Amer-
ica):

Commodity products These are lumber products ma-
nufactured to standard lumber
sizes according to ALS or CLS/
NLGA standards
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Specialty products These products differ from tra-
ditional lumber in drying, gra-
ding, lengths and/or dimensions
or in level of value-added. (For
example: lumber cut to special
sizes/lengths, treated, stress gra-
ded, finger jointed or specially
kiln-dried lumber)
Custom-made products  These products are manufactu-
red according to the needs of a
specific customer. Customer
needs are taken into considera-
tion in production planning and
the end-user is already known
when the lumber is produced.
(For example: furniture/win-
dow components produced for
a specific customer)

The division of production volume into the above-
mentioned product categories is a realized prod-
uct strategy (see Mintzberg 1978) resulting from
the strategic decisions made earlier. The division
of production volume into these categories re-
veals the realized level of product development
and customer-orientation of the company; the
more custom-made or specialty products are pro-
duced the more product planning should be done
and the more customer-oriented the company is.

The business type of the respondent unit was
measured with three alternatives:

1. Single sawmill

2. Multiple sawmills

3. Sawmill(s) integrated with a forest products produ-
cer (sawn products plus pulp, paper or panels)

Niemeld, J.S.

S S S —

2.7.3 Operationalization of generic competitive
strategy

Operationalization of Porter’s (1980) generic
competitive strategies is a typology-type opera-
tionalization described in Section 2.5.5. The three
generic competitive strategy types were simply
textually described in the questionnaire and pre-
sented to the company executives in the personal
interview. Executives were asked to associate
their company with one strategy or combination
of strategies. This measurement approach is self-
typing and the advantages and disadvantages of
this approach and also alternative measurement
approaches are discussed more in detail in Snow
and Hambrick (1980). Similar types of opera-
tionalizations have been used e.g. by Snow and
Hrebiniak (1980), McDaniel and Kolari (1987)
and Herbert and Deresky (1987) and in studies
concerning the forest products industry e.g. by
Rich (1986). The construct validity of this typol-
ogy has been proved to be good in many studies
(see above). The three generic competitive strat-
egies presented are as follows:

1. Cost leadership by using economies of large-scale
production. Minimization of production costs is the
main objective. Differentiation of products and cus-
tomers is avoided. Costs of product development and
marketing are minimized.

2. Differentiation of products and/or services. The ob-
jective is uniqueness. Differentiation can be based on
customer service, product image, distribution and/or
a reputation as an innovator in developing new pro-
ducts.

3. Focus on a certain customer group, market area or
product group. The company, or a product/market
area-group inside the company, builds its strategy to
serve a certain target group as well as possible —
better than competitors who are serving a broader
area. (The company can thereby achieve a cost or
differentiation advantage within a chosen target

group.)

The generic competitive strategies are measured
as intended strategies. According to Snow and
Hambrick (1980, p. 535) this measurement ap-
proach is “a sound method for identifying in-
tended strategies”. The measurement of intended
strategies offers a possibility to see the strategic
direction the companies are aiming at in the
future. According to Bush and Sinclair (1991, p.
485) focusing on intended strategies allows the
strategic change in the industry to be predicted.

Acta Forestalia Fennica 240

2.7.4 Operationalization of marketing strategy

The theoretical basis for the used operationaliza-
tion of the marketing strategy concept has been
presented in Section 2.4.2. The following opera-
tionalization has been successfully used in sev-
eral studies of the forest products industry during
the 1980s and at the beginning of 1990s in Fin-
land, perhaps the most prominent one being Jus-
lin and Tarkkanen (1987) and it has proved to
have good construct validity. The operationali-
zation of marketing strategy concept is done by
strategic decision/strategic decision area and cor-
respond most closely to the multivariate model-
ling-type of operationalization approach.

The decisions concerning what products to of-
fer are perhaps the most fundamental decisions
of a company’s strategy. According to Juslin and
Tarkkanen (1987), the product strategy defines
the basic nature of the products and also the
company. In this study, product strategies are
described based on the level of differentiation of
the products.

Product strategy is divided into three alterna-
tives:

1. Empbhasis on commodity products
2. Emphasis on specialty products
3. Emphasis on custom-made products

The company chooses its product strategy by
defining how much it emphasizes each alterna-
tive in its product range.

In a customer-oriented company the selection
of customers is very important. Shapiro (1988)
argued that to choose the important customers is
the most important strategic decision. All cus-
tomers are important, but invariably some are
more important than others. To know and to be
able to satisfy the customers’ needs is a key to
survival. Based on the customers’ needs a com-
pany decides what customer groups it is going to
serve i.e. the customers or customer groups whose
needs the company can best satisfy. The product
decisions are very closely linked to the customer
groups the company serves, since it is the prod-
ucts that satisfy the customers’ needs.

The customer strategy alternatives are:

1. As many customer and end-user groups as possible
2. Few, well-defined end-use segments
3. Known end-users

A company’s customer strategy is measured by

how well one of these alternatives describes its
principles in choosing customers.
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In decisions concerning market areas a compa-
ny is making decisions about the number of geo-
graphical market segments it is going to serve.
Selection of certain market areas is important in
allocating company resources effectively, so that
they will not be spread around but instead as-
signed to a few important areas. In this research
market area was defined as a country or region.
This definition was very important in North
America, since the United States alone is larger
than the combined area of Europe, and the differ-
ent regions within the United States are frequent-
ly considered as different market areas.

Market area strategy is described with two
alternatives:

1. As many countries/regions as possible
2. Few, well-defined regions/countries

When a company chooses its market areas the
critical choice is whether to concentrate on few
countries/regions or to market products in every
possible market area.

The decisions about marketing competences
are very important for the success of a company,
since the marketing competences are one of the
sources of competitive advantage and Porter
(1980) argues that underlying the company’s suc-
cess is always a competitive advantage. When
comparing itself with its competitors in relation
to competitive factors, a company can identify
what are its strong and weak areas compared to
those of the competitors. Based on these com-
parisons, a company can utilize its strong areas
when making decisions about its marketing strat-
egy. These comparisons also show the compa-
ny’s competitive position.

Marketing competences are measured in terms
of ten alternative company/marketing success
factors relating to how a company perceives it-
self compared to its competitors relative to:

Effective marketing

Customer relationships

Intensive personal selling

Market share

Aggressive credit policy
Effectiveness of marketing channel
Competitive prices

Well-known product brand

. Transportation expertise

10. Research and Development work

CHENA YA LN~

If the company feels it is strong in one or more of
these factors, it can base its marketing activities
on these strengths, or relative advantages. These
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factors also define the competitive position the
company sees itself to be in, relative to its com-
petitors. Respondents were also asked to identify
in order of importance five of the above-men-
tioned factors that are emphasized in their firm.
The meaning of factor number 5, aggressive credit
policy, changed when translated into English. It
was understood differently in Finland and in
North America. Due to this misinterpretation it
was omitted from the final analysis.

All these variables concerning strategic mar-
keting decisions were measured with a five point
Likert scale. It is assumed that behind these stra-
tegic decisions some underlying factors can be
found. These factors are called strategic dimen-
sions, which are sought using multivariate meth-
ods of analysis described later. These strategic
dimensions will be used when analyzing the re-
lationships between marketing strategy and com-
petitive strategy and the connections between
these dimensions and marketing structures and
functions.

According to Mintzberg’s (1978) ideas pre-
sented previously in Sections 2.3.5 and 2.5.1 the
strategies can be both intended or realized. The
operationalization of marketing strategies in terms
of strategic decisions, described above, meas-
ures the intended strategies. The decisions made
about products, customers, market areas and mar-
keting competences form the business unit’s mar-
keting strategy that the unit intends to implement
in the future. The actual strategy that will be
realized is not necessarily identical with the in-
tended strategy. The realized marketing strategy
might have emergent parts for example as a re-
sult of adjusting the strategy according to chang-
es in the environment.

2.7.5 Variables describing marketing structures

The marketing strategies are realized through
marketing structures and functions. The aim in
measuring marketing structures and functions in
this study was not to present a detailed descrip-
tion and analysis of marketing structures and
functions, but to seek additional validation for
the operationalization of marketing strategy and
to examine the logic of marketing planning.

The marketing structures include marketing
organization, information and planning systems,
contact channels and channels of physical distri-
bution. The organization of marketing is meas-
ured with variables concerning the amount of
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Figure 6. Export marketing channels.

marketing personnel and its development during
the last decade and about the use of time of the
manager within the SBU. The information and
planning systems are not included in this re-
search.

The marketing channels were measured in de-
tail with the use of alternative marketing chan-
nels in export. The alternative marketing chan-
nels are presented in Fig. 6. The respondents
were asked to identify in percentages how much
of the export volume of commodities and of
specialty/custom-made products is marketed
through each channel.
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2.7.6 Variables describing marketing functions

Marketing functions are divided into contact func-
tions and product functions. The contact func-
tions are further divided into:

— personal contacts
— marketing communication
— market information

The product functions are divided into:
— product planning

— pricing

— physical distribution
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Personal contacts were described with measure-
ment of the time spent by sales managers in
customer contacts between different customer
types. The variables measuring marketing com-
munication were trying to investigate how much
was invested in promotion and advertising, how
these expenses are divided between different com-
munication functions and how the advertising
expenses are targeted.

Market information was measured with varia-
bles concerning intensity of the collection of
market information and with variables concern-
ing the acquisition of market and customer infor-
mation. The number of marketing research
projects was also recorded.

Product development was measured with vari-
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ables concerning the intensity and the starting-
points of product development, which reflect the
marketing philosophy adopted by the company.
The customer-orientation of a company should
be manifested also in the product development.
Pricing and physical distribution were not con-
sidered in this study.

Research and development work was also
measured, since it is one of the company’s func-
tions that is very closely related to marketing
strategy. Research and development work was
measured in terms of investments in R&D, in
terms of difficulties perceived by the respondent
companies in R&D and in terms of how different
R&D objectives are emphasized within respond-
ent companies.
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3 Data and analysis

3.1 Data collection
3.1.1 The population

The observation unit in the research was a saw-
milling unit marketing its products independent-
ly. In most cases this is the same as a strategic
business unit (SBU). If for example a company
has two sawmills and it is marketing the sawn
timber with one marketing department, these two
sawmills make up one observation unit. If both
sawmills have their own marketing department,
the sawmills would be two separate observation
units. These observation units might be called
“independent marketing units” (IMU) (compare
Juslin 1992). In the presentation of the results for
the sake of simplicity the term sawmill is used to
describe one observation unit which thus can
include more than one actual producing unit.

In Finland all business units producing more
than 50 000 m* of sawn softwood timber annual-
ly were included in the population. Only produc-
ers of sawn softwood timber were investigated in
this study, since the production of sawn hard-
wood timber in Finland is marginal. In Western
North America the 40 largest producers in the
Western USA and the 40 largest producers in
British Columbia, Canada were included in the
population. The geographical area in the West-
ern USA included Northern California, Oregon
and Washington. In Northern California the fol-
lowing counties were included: Del Norte, Siski-
you, Modoc, Humboldt, Shasta, Trinity and Las-
sen.

The target of the data collection was the total
population of the largest sawn softwood timber
producers in each country. In Finland the popu-
lation was defined by using available references
(The Finnish Timber and Paper Directory 1986/
87) and by making personal inquiries. Based on
1987 production figures, a total of 39 observa-
tion units were included in the Finnish popula-
tion. The Finnish data was collected by Sirkka-
Liisa Rinta in the fall of 1988 in connection with
her Master’s thesis study project.

In Western North America the population was
defined by cross-referencing many directories
including Forest Industries 1990-91 North Amer-
ican Factbook, Madison’s Canadian Lumber Di-
rectory and the Washington State Forest Prod-
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ucts Trade Directory. Based on 1989 production
figures, a total of 83 producers were included in
the Western North American population, so that
it included the 42 largest producers in the West-
ern US and the 41 largest producers in British
Columbia, Canada. The population size in Brit-
ish Columbia was decreased to 37, because dur-
ing the data collection it was found out that a few
companies sold the products of other firms that
were also included in the population. According-
ly the final population size in Western North
America was 79 observation units, making the
size of the total population to be 118 units.

The total population represents only the larg-
est sawmills in each defined area and for this
reason the results cannot be generalized to con-
cern the sawmill industry in general. The largest
business units are the ones most likely to have
the most sophisticated strategies. The strict limi-
tations of the population are based on the restric-
tions dictated by limited funding and personnel.
On the other hand the data requirements of mul-
tivariate statistical methods have been taken into
consideration.

Western North America was selected as anoth-
er area for data collection because it is one of the
world’s largest softwood lumber producing are-
as. It is the most important area of the North
American softwood sawmill industry. Some
47.5% of the combined lumber production of the
US and Canada in 1990 was produced in the area
where the data for this study was collected. The
Canadian sawmill industry is also similar to the
Finnish sawmill industry in the sense that export
markets have traditionally been vital for both
countries. Canada is exporting over two thirds of
its softwood lumber production (Widman 1991).
Also the large producers in the USA and Canada
have at times been able to create considerable
difficulties for Finnish lumber exports to Europe
(Seppila et al. 1980, p. 23).

3.1.2 Interview procedure

The data collection was administered through
personal interviews which were based on a fixed
questionnaire format. The questionnaire used in
Finland was translated into English and some
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adjustments were made to make the question-
naire usable in North America. The adjustments
for North America were made in a fashion that
did not violate the comparability of the results
between Finland and North America. The ques-
tionnaire was pre-tested by knowledgeable in-
dustry personnel before the actual interviews both
in Finland and in Western North America.

The interview was limited to one person per
interview due to the time and cost limitations.
The persons who were targeted for an interview
were the ones with the highest responsibility in
strategic planning and planning of marketing strat-
egies in the company/SBU. Interviewing only
one person within each company/SBU may have
some disadvantages (see Snow and Hambrick
1980). A key assumption was that the interviewed
persons had an accurate overall perception of the
company’s/SBU’s strategies. Data gathered from
middle and lower level management would have
questionable validity because these managers typ-
ically do not have access to the information about
the highest level planning of strategies. Further-
more, persons at the highest level are responsible
for monitoring the environment and formulating
appropriate organizational responses, therefore
their perceptions of the organization’s strategy
are most critical. For these reasons it was be-
lieved that the response of one individual was
considered to be sufficient. In the case of smaller
companies/SBUs this was in fact the only possi-
bility. Of course the results should be interpreted
with these assumptions in mind.

To secure a high rate of response in personal
interviews an extensive 4-step procedure was
followed:

1. Atelephone call to identify the most suitable respon-
dent within each company.

2. A prenotification letter with the questionnaire (see
Appendix 1).

3. A telephone call to agree on the time for an inter-
view.

4. The actual personal interview.

To promote co-operation, confidentiality of the
study was emphasized in the prenotification let-
ter and in all other contacts with potential re-
spondents. A summary of the results was also
promised to respondents in the prenotification
letter.
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3.1.3 Survey response

The data was collected in Finland during the fall
of 1988 and in Western North America during
winter and spring 1991. The production, exports,
sales figures etc. concerning Finland are from
1987 and the figures concerning Western North
America are from 1990. Out of the 118 business
units in the population, 102 were interviewed.
As a result the following response rates were
calculated:

Country/Area  Population Interviewed ~ Response Rate, %

Finland 39 37 94.9
Western USA 42 34 81.0
Br. Columbia 37 31 83.8
TOTAL 118 102 86.4

The three basic reasons for refusing the inter-
view were lack of time (50% of the non-respond-
ents), a company policy prohibiting active par-
ticipation in surveys or discussing strategic mat-
ters with outsiders (44% of the non-respond-
ents), and organizational changes that were tak-
ing place (6% of the non-respondents).

Total production figures and for comparison
reasons also the proportion of the total lumber
production of each area are presented in Table 7.
It can be noted that large sawmills in Finland and
in British Columbia, Canada represent a remark-
able proportion of the total production. In the
Western USA the production of the responding
sawmills represents a lower proportion of the
total production, since few very large companies
are missing from the data.

About 40.3% of the world’s sawn softwood
production is produced in Finland, the USA and
Canada. The respondent companies of this study
produced about 13.3% of the world’s sawn soft-
wood production, which is remarkably high for a
single study.

As mentioned earlier the person with highest
responsibility of planning of marketing strate-
gies within a company/SBU was targeted for an
interview. In smaller companies it was typically
the president or general manager, while in larger
companies the head of marketing i.e. vice-presi-
dent of marketing or marketing director was se-
lected. In Finland the president or general man-
ager was the most common choice, whereas in
the Western US and in British Columbia VP of
marketing or marketing director was most often
selected (see Table 8.).
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Table 7. Total production of respondent companies by
country.

Country/Area Total production of
the respondent

companies?, 1000 m?

Proportion of the total
production of the
country/area, %

Finland 5285 (1987) 70.8
Western USA 18698 (1990) 58.1
Br. Columbia 25844 (1990) 771

# Year of data collection in brackets

Table 8. Title or position of the respondent by country.

Title of the respondent

Country/area Head of President/general Other Total (%)
marketing manager

Finland 16 78 5 992

Western USA 71 26 3 100

Br. Columbia 55 32 13 100

@ Total slightly under 100% due to rounding

3.2 Analysis
3.2.1 Frame of analysis

The objectives of the analysis of the empirical
data can be derived from the purpose of the study
described in Section 1.5. The framework of this
study is based on the integrated model of mar-
keting planning presented by Juslin et al. (1988).
From this model marketing strategy was chosen
to be analyzed in more detail. Also another strat-
egy concept by Porter (1980) was chosen for
comparison reasons. The theoretical background
originates more from the theory of strategic plan-
ning and strategy than from the theory of mar-
keting planning. However the significance of
marketing theory must not be underestimated
since the point of view in this study is based on
marketing. The marketing structures and the mar-
keting functions are analyzed to validate the used
marketing strategy concept and to examine the
logic of marketing planning. To discover the
problem areas of analysis Fig. 7 presents the
frame of analysis within which the empirical
analysis is made.

Each block contains a variable or a group of
variables describing the phenomenon under study.
The arrows between blocks describe the rela-

@ BACKGROUND OF THE SAWMILL
- Production - Country
- Production structure - Business type
- Export share
1 2
i \
MARKETING STRATEGY COMPETITIVE STRATEGY
- Product - Cost leadershi
- Customer - D(i)fsfere:tj;tsiorf ©
- Market area - Focus
- Marketing competence
4 5
\
@ STRUCTURES AND FUNCTIONS IMPLEMENTING
THE STRATEGIES
SYSTEMS FUNCTIONS
- Marketing organization - Contact functions
- Distribution channels - Product functions

Figure 7. The frame of analysis.
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Table 9. The problem area of analysis and the related methods of analysis.

Block/  Problem area of analysis

The method used

Arrow

DESCRIPTION

A Descriptions of the profile of the companies Means
Distributions
Cross tabulations

B Description of the marketing strategies Factor analysis
Factor scores,
Cross tabulation

c Description of the generic competitive strategies Means
Distributions
Cross tabulations

D Descriptions of marketing structures Means

and marketing functions

Means by classes
Distributions

EXPLANATION

1 Marketing strategies by country Mean factor scores
by classes
Cross tabulations
Discriminant analysis

2 Generic competitive strategies by Cross tabulations

country
3 Relationships between generic Mean factor scores

competitive strategies and
marketing strategies

by classes
Cross tabulations
Discriminant analysis

4 Connections between marketing
strategies and marketing structures
and marketing functions of a company

Means by classes
Cross tabulations

5 Connections between generic
competitive strategies and marketing
structures and marketing functions
of a company

Means by classes,
Cross tabulations

tionships or connections which are of interest.
All the blocks include an analysis of the
variable(s) by country. Table 9 presents the prob-
lems of analysis according to the frame of analy-
sis and the methods to be used to solve these
problems.

3.2.2 Methods of analysis
The operationalization and measurement prob-

lems are followed by the problem of how to
analyze the results of measurements. The choice
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of the methods of analysis and the technical
implementation of analyses are guided by the
purpose of and the theoretical framework of the
study. Furthermore, the collected data sets some
limitations on the data analysis. Both univariate
and multivariate methods of analysis are used in
the empirical analysis of the data. The analyses
were made with a statistical software package,
called SURVO 84C (Mustonen 1992), devel-
oped at the University of Helsinki, department of
statistics. The discussion of the analysis methods
is based on quite a number of sources and only in
a few places can clear references be made. Some
of the authors who contributed to this section
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are: Harman (1962), Cooley and Lohnes (1966,
1971), Aaker (1971), Valkonen (1971), Sénkia-
ho (1974), Kim and Mueller (1978a, b), Stewart
(1981), Dillon and Goldstein (1984), Harrigan
(1985), Manly (1986), Churchill (1987), Leskin-
en (1987) and Ranta et al. (1989).

Since the data of this study is total population,
and the results of this study are not intended to be
generalized to the sawmill industry in general,
the use of tests of statistical significance are
excluded from the analysis (Valkonen 1971).
However, sometimes in studies with total popu-
lation statistical tests are used to exclude the
possibility that some differences have occurred
by chance (Valkonen 1971). Similarly, the sta-
tistical tests although not reported, are used in
this study just to support the researcher to inter-
pret the differences. Later when the data is ana-
lyzed by data collection area (Finland, the West-
ern USA and British Columbia, Canada) these
areas are referred to as countries, but the mean-
ing is not to generalize the results to apply to the
whole area in each country except in Finland.
When referring to both Western North America
and British Columbia, Canada, the term Western
North America is used in the analysis of the
results. This is done to simplify the interpreta-
tion of the results.

Arithmetic means and distributions are the ba-
sic univariate statistical techniques used in de-
scription of the data, excluding the description of
marketing strategy when a multivariate statisti-
cal technique is used. The theoretical choices
made in the definition of marketing strategy con-
cept and its operationalization in this study re-
quires the use of a data reduction technique. The
marketing strategy concept was operationalized
with strategic decisions/decision areas, each of
which measured with several variables. These
strategic decisions are interrelated and for this
reason it is necessary to identify and explain the
intercorrelations within these variables, which
means the analysis of common variance of all
the variables measuring strategic decisions of
marketing strategy. A suitable method for this
purpose is factor analysis. The basic idea behind
factor analysis is to describe common variance
of a set of variables with a smaller number of
new variables called factors or underlying di-
mensions.

When speaking about factor analysis some au-
thors include also a discussion of principal com-
ponent analysis as a special case of factor analy-
sis, but in fact factor analysis differs from the
principal component analysis in a fundamental
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way. According to Dillon and Goldstein (1984),
the fundamental difference between these two
methods comes from the amount of variance
analyzed. In principal component analysis the
total variation contained in the set of variables is
considered, whereas in factor analysis the inter-
est focuses on the part of variance that is shared
by the variables. Thus, the factor analysis model
assumes that a variable consist of common and
unique parts. The common part of a variable is
that part of the variable’s variation that is shared
with the other variables whereas the unique part
of a variable is that part of the variable’s varia-
tion that is specific to that variable alone. Unique
variance includes also error variance, since typi-
cally these two cannot be separated.

Technically the difference between these two
methods is in the use of the correlation matrix to
be factored. In principal component analysis the
diagonal elements of the correlation matrix are
left to be unities, whereas in the factor analysis
the diagonal elements are some estimates of com-
munalities. Communalities indicate how much
of the variance of each variable is explained by
common factors. Determination of communali-
ties requires that the number of these common
factors is known, but since the number is gener-
ally unknown the communalities have to be esti-
mated. In principal component analysis this kind
of estimation problem does not appear, since it
operates only with total variance. As mentioned
above, the interest in this research focuses on the
variance that is shared with the variables i.e. on
the common variance and since only factor anal-
ysis can differentiate between common and
unique variance it is selected for the analyses.
The further examination of the dimensions of
marketing strategy and their connections with
marketing structures and functions presupposes
a calculation of factor scores per observation.

One of the basic preconditions in using factor
analysis is that the variables are measured with
interval scale. However, the variables describing
marketing strategy were measured with ordinal
scale and thus this study follows the practice of
behavioural sciences, especially that of strategy
research and marketing research, where it is be-
lieved that multivariate statistical techniques can
be used with ordinal-level measures (see e.g.
Kim 1975, 1978, Snow and Hrebiniak 1980, Jus-
lin and Tarkkanen 1987, Bush and Sinclair 1991,
etc.).

The examination of differences between coun-
tries in terms of applied marketing strategies can
be done to some degree with factor score vari-
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ables. However, for a more detailed indication
about the nature of the differences another analy-
sis method is needed. An appropriate method for
this further analysis is discriminant analysis. As
a multivariate analysis it takes into consideration
the correlations between original variables and it
can extract the information included in the mean
differences of the variables characterising differ-
ent countries. A basic feature of discriminant
analysis is that it attempts to maximize the inter-
group variance in relation to the intra-group var-
iance.

In discriminant analysis the data is divided
into groups beforehand and the purpose is to find
a criterion that separates the groups in the best
possible way. This criterion is a linear combina-
tion of variables constructed in such a way that it
best discriminates the groups in some way. This
criterion is called discriminant function. Further
discriminant analysis might be used to analyze
the reasons for the differences between groups
and to predict to which group an individual will
belong on the basis of a set of independent varia-
bles.

The interpretation of the discriminant analysis
is mostly done based on the discriminant func-
tions. In discriminant analysis one of the objec-
tives is to find out if the differences between
groups are statistically significant. Several tests
of statistical significance can be used in this
consideration. The relative importance of each
discriminant function can be evaluated based on
the eigenvalues of the discriminant functions.
Many authors recommend that the correlation
between discriminant functions and original var-
iables be used when interpreting the basic nature
of differences between groups. The success of
the discriminant analysis can be estimated with
the percentage of observations that can be cor-
rectly classified by the discriminant functions.
However, this success is conditional upon cer-
tain assumptions being met concerning the data.

The independent variables should have a mul-
tivariate normal distribution and the groups should
have equal covariance matrix. If these assump-
tions are true, then the discriminant function
scores will also be multivariate normally distrib-
uted. The fulfilment of these assumptions can be
evaluated by plotting the isodensity contours.
Since the groups are assumed to have equal cov-
ariance matrices, the shape of the isodensity con-
tours for each group should be the same. Plotting
of the isodensity contours allows also the illus-
tration of the groups overlaps in discriminant
function space. The violation of these assump-
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tions naturally decreases the robustness of the
discriminant functions (for more detailed discus-
sion see Dillon and Goldstein 1984).

3.2.3 Validity and reliability of the study

The quality of measurement is the sine qua non
of science. An essential part of any study with
empirical data should always be the evaluation
of the quality of the measurement. According to
Tarkkonen (1987, p. 9) validity and reliability
are central concepts in assessing the usefulness
and quality of the measurement scales. They are
appropriate in any measurement context. Validi-
ty corresponds to the property of the measure-
ment scale to really give information about the
desired trait under study and reliability corre-
sponds to the accuracy of the measurement, to
the lack of random measurement. Validity and
reliability are not independent, because if a meas-
urement lacks reliability, it is completely ran-
dom and can have no validity. On the other hand,
a measurement might be reliable without being
valid.

Every observed score of any measurement con-
sists of two elements: a true score, one that would
be obtained if there were no measurement errors,
and a certain amount of measurement error. Meas-
urement error can be further divided into system-
atic and random error. Systematic errors decrease
validity and random errors decrease reliability
and thus also validity. Two kinds of validity can
be distinguished: external and internal validity.
External validity is related to the sampling theo-
ry and answers to what extent the results of the
sample are generalizable to the total population
(Valkonen 1971). External validity is called cri-
terion-related or predictive validity. Since the
data of this research is total population, no prob-
lems with external validity exist and further no
criterion variables are available to assess the
predictive validity.

Internal validity can be divided into content
validity and construct validity which is called
theoretical validity by Valkonen (1971). The us-
age of content validity in the assessment of va-
lidity in this research is very limited since there
is no unified definition strategy concept. Similar
problems with the usefulness of content validity
in assessing the validity of empirical measures of
theoretical concepts have been noted by Car-
mines and Zeller (1979), and according to Valko-
nen (1971) when the used measures are indi-
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cators of some theoretical concepts, it is impos-
sible to obtain criterion variables and calculate
validity coefficients. In this kind of situation the
validity is what it is agreed to be. It can be said
that if theory has gained support from the study,
then the study has supported the assumption that
the operationalizations used are rational meas-
ures of theoretical concepts. In terms of this
research the assessment of the validity of meas-
urement of strategy concept is based on con-
struct validity. Construct validity of the meas-
urement of strategy concept has been assessed
with factor analysis which has been noted to be
useful in the analysis of construct validity (Nu-
nally 1978, Carmines and Zeller 1979). The re-
sults are presented in connection with the factor
analyses.

According to Valkonen (1971, p. 59) for the
interpretation of the results knowledge of the
reliability is essential. Due to the multidimen-
sional nature of strategy concept it cannot be
measured directly with one or even with a few
variables and thus a number of indicators of
strategy must be used. The key variables in this
research are the variables measuring marketing
strategies and they are analyzed together in mul-
tivariate analyses. Accordingly the measurement
scale is formed as a composite of these original
variables and according to Tarkkonen (1987) the
reliability and also the validity of a composite
scale are usually higher than those of its mem-
bers, because composite scale is built to combine
the information given by the items about differ-
ent properties of the concept under study.

The reliability of the measurement of market-
ing strategy concept in this study is estimated
with a method developed by Tarkkonen (1987),
which is a more general method than most of the
methods for estimating reliability and thus avoids
many of the limitations of other reliability coef-
ficients (e.g. Cronbach’s alpha). The assessment
of the reliability is based on a measurement model
used to separate the variation of measurement
errors and variation generated by the true scores.
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The reliability depends on the relative contribu-
tion of errors and true scores to linear measure-
ment scale (for more detailed discussion see Tark-
konen 1987). This method uses factor analysis in
the assessment of reliability, the use of which
has also been discussed by Carmines and Zeller
(1979). The results of the reliability estimates
are presented in connection with the factor anal-
yses.

The evaluation of the validity of the operation-
alization of the marketing strategy concept used
is further made by examining the connections
between marketing strategies and marketing struc-
tures and functions. As mentioned earlier strate-
gies are implemented through structures and func-
tions. If rational connections are found they give
additional validity for the used operationalizaton
and measurement of the marketing strategy con-
cept. On the other hand if these connections are
not found there is reason to suspect either that
the measurement is not valid or that there is
something wrong with the marketing planning in
the companies.

The data for this study was collected through
personal interviews with a written structured ques-
tionnaire. This meant that some problems con-
cerning the validity and also reliability of the
measurement could be taken care of in the actual
interview situation by the explanations of the
researcher.

Since the data collection area consisted of parts
of three different countries it can only be expect-
ed to create some problems with validity, since
the characteristics of the sawmill industry in
Western North America are different from those
in Finland. Efforts were made to avoid the prob-
lems with validity by translating the question-
naire with persons knowing the sawmill industry
both in the US and in Canada. The questionnaire
was to some extent adapted to the sawmill indus-
try in Western North America, for example con-
cerning the export distribution channels and cus-
tomer types. The questionnaire was also pretest-
ed in the industry in the Western USA.
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4 Results

4.1 Profile of the respondent companies

In this research a total of 102 sawmills located in
Finland and in Western North America were
interviewed. The characteristics of the sawmills
by country are presented in Table 10. There is a
significant difference in terms of annual produc-
tion between the sawmills in Finland and in West-
ern North America. Finnish sawmills are smaller
than those in Western North America and saw-
mills in British Columbia, Canada are on aver-
age producing more annually than those in the
Western USA. The larger size of the sawmills
from the Western USA and especially from BC,
Canada can be to some extent explained by the
fact that observation units in Western North
America frequently included more actual pro-
duction units than observation units in Finland,
but it is also true that production units generally
are larger in size in Western North America than
in Finland. Export is very significant for Finnish
and British Columbian sawmills, whereas for the
sawmills in the Western USA the domestic mar-
kets are very important. However, it must be
kept in mind that for the British Columbian saw-
mill industry the US market is the main export
market. For the BC sawmills in this study over
90% of commodity products and over 30% of
specialty/custom-made products were exported

Table 10. Background characteristics of sawmills by

country.
Background Finland Western BC,
characteristic USA Canada

Average production 142.83 549.95 833.67

volume® (1000 m?) (116) (337.48) (459.96)
Average export share (%) 68 17 83
Production structure, share (%) of
— Commodity products 79 69 69
— Specialty products 14 24 26
— Custom-made products 7 7 5
Business type (%)
— Single sawmill 27 21 32
— Multiple sawmills 27 47 29
— Integrated forest

products producer 46 32 39

# Median value in brackets.
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to the US. Another important export market for
BC sawmills especially in specialty/custom-made
products was Japan. The main export market for
Finnish sawmills was Central Europe both in
commodity and specialty/custom-made products.

In all countries commodity products represent
the largest share of production. In Finland the
share is even higher than in Western North Amer-
ica which might be due to the time difference of
the data. In terms of business type of the saw-
mills, large sawmills integrated with other forest
products producers are typical of Finland and
British Columbia, Canada, whereas the Western
USA is characterized by companies with multi-
ple sawmills.

A more detailed description of the profile of
the sawmills has been presented in Rinta (1990)
concerning Finnish sawmills and in Niemeli et
al. (1992) concerning the Western North Ameri-
can sawmills.

4.2 Generic competitive strategies

The competitive strategies were measured using
Porter’s (1980) model of generic competitive
strategies. The operationalization of this model
was described in Section 2.7.3. The respondents
were asked to identify which strategy type most
closely corresponded to their company’s strate-
gy and the results (see Fig. 8) indicate that differ-
entiation and focus are typical in Finland and in
British Columbia, Canada, whereas the sawmills
in the Western USA are characterized by cost
leadership and differentiation.

If respondents believed that their company’s
strategy had components from more than one
strategy type, they also had the possibility to
express how the strategy is divided between the
three strategy types in terms of percentages. While
all sawmills identified one strategy type as most
closely corresponding to their company’s strate-
gy, 78% of the respondents indicated that their
company’s strategy had components from more
than one type of Porter’s (1980) strategies and
only 22% of the respondents could purely identi-
fy their company strategy with one type. Due to
this high percentage of the use of combinations
of strategy types a new classification was com-
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Figure 8. Generic competitive strategy most closely cor-
responding to the sawmills’ strategy.

Table 11. Generic competitive strategy of sawmills.

Generic competitive Country

strategy or strategy Finland  Western BC, Total
combination USA Canada

Cost leadership 11 29 23 21
Differentiation 32 38 26 32
Focus 35 12 29 25
Cost leadership &

differentiation 5 6 3 5
Differentiation &

focus 8 3 10 7
All three types 8 12 10 10
Total 992 100 101* 100

 Total slightly over or under 100% due to rounding.

Table 12. Background characteristics of generic competitive strategies.

Background Cost Differ- Focus Cost & Diff. & All three
characteristic leadership entiation Diff. Focus types
Average production 691.77 361.99 498.51 359.00 335.30 625.06
volume* (1000 m*) (503.23) (426.14)  (900.46) (446.29) (288.94) (624.16)
Average export share (%) 47 49 66 54 71 62
Production structure, share (%) of

— Commodity products 83 70 70 55 54 63
— Specialty products 14 22 18 40 29 32
— Custom-made products 3 8 12 5 17 5
Business type (%)

— Single sawmill 10 30 39 40 14 20
— Multiple sawmills 38 39 27 0 29 50
— Integrated forest 52 30 35 60 57 30

products producer

@ Median value in brackets.

pleted for the subsequent analyses (for classifi-
cation method see Appendix 3) and the results
are presented in Table 11. Combinations of strat-
egy types exist in all countries with about equal
percentages (21-23%) of the total amount of
sawmills. In Finland and in British Columbia,
Canada the pure focus strategy closely followed
by the pure differentiation are the dominant strat-
egies. In the Western USA differentiation strate-
gy is the most dominant competitive strategy
type followed by cost leadership.

Porter (1985) considered the combination of
differentiation and focus as a “differentiation
focus” strategy which is theoretically accepta-
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ble, but according to Porter (1980) it is rarely
possible to implement cost leadership and differ-
entiation strategies simultaneously. However, few
companies were found to apply a combination of
cost leadership and differentiation in this study,
and as mentioned in Section 2.4.1 many other
authors have presented similar empirical evi-
dence. In previous studies of the forest products
industry, for example Rich (1986) has found
combination strategies. Porter (1985, 1990) has
also noted that it is difficult but not impossible to
apply cost leadership and differentiation strate-
gies simultaneously.

In Table 12 the background characteristics of
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each generic competitive strategy or combina-
tions of them are presented. From these results it
can be seen that the cost leadership strategy is
linked with large size in terms of production and
more domestically oriented companies and hav-
ing a high share of production in commodity
products. In terms of business type companies
applying cost leadership are integrated forest
products producers and companies with several
sawmills. Differentiation and focus strategies are
linked with smaller size and with more export-
orientation, and companies applying these strat-
egy types are also producing slightly more spe-
cialty and custom-made products than cost lead-
erships. With respect to business types the saw-
mills applying differentiation and focus strate-
gies are quite evenly divided with all business
types. These results correspond to Wright’s
(1987) arguments that cost leadership strategy is
viable for large companies and that focus strate-
gy is attractive for small companies.

Regarding the combinations of competitive
strategy types, companies applying all types are
larger than other combinations. Companies ap-
plying combination strategies are fairly export-
oriented and seem to produce more specialty and
custom-made products than companies concen-
trating on one strategy type. Execution of combi-
nation of strategies requires more resources than
execution of one strategy type, which can be
clearly observed from the results of this study
since the sawmills applying combination strate-
gies are mostly integrated forest products pro-
ducers and companies with multiple sawmills,
naturally possessing more resources than single
sawmills.

4.3 Marketing strategies of large sawmills in
Finland and Western North America

4.3.1 General

The marketing strategy definition used in this
study assumes that strategy is formed with the
joint influence of all the strategic decisions de-
scribed in Section 2.4.2. The strategic decisions
were said to be interrelated and for the analysis
of the marketing strategy we have to analyze all
the decisions simultaneously. This assumes the
analysis of common variance (i.e. variance that
is common for all variables) of the group of
variables describing the strategic decisions are-
as. Factor analysis was used in the analysis of
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common variance, since it can distinguish differ-
ent types of variance. It is used as a data reduc-
tion technique to describe marketing strategy
with fewer dimensions.

The strategic marketing decision variables were
analysed with factor analysis in various ways.
The analyses where product, customer and mar-
ket area decisions variables are in one factor
analysis and strategic marketing competence var-
iables in the other factor analysis were chosen
based on the examination of correlation matrix
(see Appendix 4), since the variables between
these two areas did not have high correlations.
Furthermore, when all variables from these two
areas were in the same factor analysis both areas
produced their own factors. The use of two dif-
ferent factor analyses was considered theoreti-
cally more significant and it also offers more
explanation power. The measurement instrument
for marketing competences was slightly differ-
ent from that of the other strategic marketing
decisions and this further supports the analysis
of these two sets of variables in different factor
analyses.

In the following sections the variables describ-
ing each factor are presented in descending order
(1 — —1) according to their loadings. If a factor
has both negative and positive loadings it is bi-
polar. In practice this means that when the varia-
bles with positive loadings became more domi-
nant, the variables with negative loadings be-
came less so. Recommendations vary as to the
level at which a loading can be considered statis-
tically significant. Some authors (e.g. Kim and
Mueller 1978b, Nunnally 1978, Dillon and Gold-
stein 1984) suggest that with sample sizes of less
than 100 the smallest absolute values of loadings
would have to be greater than 0.30 to be consid-
ered significant. This recommendation is applied
when the results of factor analyses are interpret-
ed.

4.3.2 Internal dimensions of marketing strategy

4.3.2.1 Product, customer and market area
decisions

Decisions concerning markets to be served and
products to be offered are central elements of
strategy. The operationalizations of these deci-
sions were presented in Section 2.7.4. The corre-
lation matrix of variables describing the product,
customer and market area decisions was subject
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Table 13. Description of product, customer and market area decisions. Two-factor solution with

orthogonal graphical rotation.

Factor 1 — Factor 2 —
Variable Target market Product h2,
Loadings

Few well-defined countries/regions 0.81 0.12 0.66
Few well-defined end-use segments 0.61 0.20 0.41
As many customers groups as possible -0.72 0.09 0.53
As many countries/regions as possible -0.82 0.01 0.67
Commodity products 0.00 0.46 0.22
Known end-users 0.18 -0.44 0.22
Specialty products 0.01 -0.75 0.57
Custom-made products -0.06 -0.79 0.63
Eigenvalue 225 1.67 3.92
Total variance (%) 28.1 20.9 49.0
Reliability 0.85 0.78

to principal axis factoring. Based on the exami-
nation of the eigenvalues of the reduced correla-
tion matrix, three factors were extracted (for prin-
cipal axes solution see Appendix 5). An orthogo-
nal graphical rotation was performed for 1-3
factor solutions. The most interpretable and the-
oretically the most significant was the two-factor
solution, which was also supported by the exam-
ination of eigenvalues of the principal axes solu-
tion. Table 13 provides the two-factor solution
with orthogonal graphical rotation.

The two-factor solution explains 49.0% of the
total variance of the variable set. The reliability
of the factors was evaluated by Tarkkonen’s
(1987) method, which gives more accurate esti-
mates of reliability than the commonly used Cron-
bach’s alpha which is generally considered to
underestimate the reliability. The reliability esti-
mates are provided in Table 13 and they are
acceptable for both of the factors according to
the general suggestions by Carmines and Zeller
(1979) and Nunnally (1978).

On the first factor the variables with the high-
est loadings are those describing the decisions
concerning what customers to target and what
are the market areas. The factor is clearly bipo-
lar. On the positive end of the factor are variables
describing choice of just a few customers and
market areas and on the negative end of the
factor are the variables which represent choice of
as many customers and market areas as possible.
The factor describes the company’s choice of
target markets and is called target market dimen-
sion.

On the second factor the variables with the
highest loadings are those describing the deci-
sions concerning products. Also the second fac-
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tor is somewhat bipolar. On the positive end of
the factor is the variable describing commodity
products emphasis and on the negative end are
the variables describing custom-made and spe-
cialty product emphasis. The factor clearly de-
scribes the company’s emphasis concerning prod-
uct decisions and is called product dimension.
These two dimensions very clearly constitute
the traditional product-market scope that was
presented as early as the 1960s by Ansoff (1965)
as one of the most important decisions of strate-
gy. These dimensions can be related to the deci-
sions which are generally considered to be the
core decisions of corporate strategy, i.e. what
industries (combinations of products and mar-
kets) we are in. This observation establishes con-
struct validity for the used operationalization of
strategy. As Valkonen (1971) noted, when the
theory has gained support from the study, then
the study has supported the assumption that the
used operationalizations of the strategy concept
are rational measures of the theoretical concept.

4.3.2.2 Strategic marketing competences

One component or strategic decisions area of the
used marketing strategy concept was marketing
competences which were measured with nine
different alternatives (originally ten alternatives).
The respondents were evaluating in what kind of
position they see their own company compared
to the competitors relative to these marketing
competences, i.e. does the company possess a
marketing competence compared to their com-
petitors.
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Table 14. Description of strategic marketing competence decisions. Three-factor solution with

orthogonal graphical rotation.

Factor 1 — Factor 2 - Factor 3 -

Effectiveness Customer Price

Variable of marketing contacts h%3
Loadings

Effective marketing 0.88 0.16 0.12 0.82
Market share 0.57 0.12 0.18 0.38
Well-known product brand 0.47 0.33 0.17 0.36
Effectiveness of marketing
channel 0.45 0.27 0.05 0.28
Intensive personal selling 0.05 0.96 0.04 0.92
Customer relationships 0.20 0.39 0.28 0.27
Competitive price -0.11 -0.08 0.98 0.98
Transportation expertise 0.08 0.24 0.31 0.16
Research & development 0.17 0.23 -0.07 0.09
Eigenvalue 1.62 1.42 1.22 4.26
Total variance (%) 18.0 157 13.6 47.3
Reliability 0.82 0.86 0.89

The correlation matrix of variables describing
marketing competences was subject to principal
axis factoring. Based on the examination of the
eigenvalues of the reduced correlation matrix,
four factors were extracted (for principal axes
solution see Appendix 5). An orthogonal graphi-
cal rotation was performed for 1-4 factor solu-
tions. The most interpretable and theoretically
the most significant was the three-factor solution
which was also supported by the examination of
eigenvalues of the principal axes solution. Table
14 provides the three-factor solution with or-
thogonal graphical rotation.

The three-factor solution explains 47.3% of
the total variance of the variable set. The reliabil-
ity of the factors was evaluated by Tarkkonen’s
(1987) method. The reliability estimates are pro-
vided in Table 14 and they are acceptable for all
three factors according to the general sugges-
tions by Carmines and Zeller (1979) and Nun-
nally (1978). The variable research and develop-
ment work was not assigned to any of the factors
due to its low loadings and it is not considered
when the factors are interpreted.

On the first factor variables describing market-
ing competences based on marketing effective-
ness get the highest loadings. Well-known prod-
uct brand was also assigned to this factor. The
first factor is called effectiveness of marketing
dimension.

On the second factor variables describing mar-
keting competences based on customer contacts
get the highest loadings. Intensive personal sell-
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ing is very dominant on this factor with high and
pure loading. The factor is called customer con-
tacts dimension.

On the third factor competitive price gets very
high and pure loading. The competitive price can
be interpreted as a cheaper price. Transportation
expertise was also assigned to this factor but
with a relative low loading. This factor is called
price dimension.

Regarding marketing competences there are
not as clear underlying dimensions to be expect-
ed for the evaluation of construct validity as with
the product, customer and market area decisions.
However, the dimensions of marketing compe-
tence are theoretically very logical since the var-
iables related to effectiveness of marketing are
all at the same factor and the variables describ-
ing personal contacts make up their own factor.
Price itself is such a powerful means in competi-
tion that it is natural that it almost alone makes
up one factor. This rational formation of dimen-
sions confirms construct validity for the used
operationalization of marketing competences.

4.3.3 Internal dimensions of marketing strategy
in different countries

The strategy applied by sawmills in each country
can be discovered by investigating how the coun-
tries are located within dimensions of marketing
strategy. For this purpose factor scores per ob-
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Table 15. Target market and product dimensions of mar-
keting strategy in different countries.

Dimension of marketing strategy
Country Target market Product
Mean factor score

Finland 0.27 -0.34
Western USA -0.08 0.24
BC, Canada -0.24 0.15

Table 16. Marketing competence dimensions of marke-
ting strategy in different countries.

Marketing competence dimension
Country Effectiveness Customer
of marketing contacts Price
Mean factor score

Finland -0.15 0.13 -0.45
Western USA 0.17 0.40 0.23
BC, Canada -0.01 -0.59 0.28

servation were calculated and specific factor score
variables were formed for each dimension of
marketing strategy. The relative location of coun-
tries on different dimensions of marketing strate-
gy are described with arithmetic means of the
factor score variables by country at each dimen-
sion. The results are shown in Tables 15 and 16.

Finnish sawmills are more selective concern-
ing the choice of target markets than sawmills
from Western North America. Sawmills from
British Columbia are the least selective. On the
product dimension Finnish sawmills are charac-
terized by custom-made and specialty products
and sawmills from the Western North America
by commodity products. Companies from the
Western USA are the most commodity product-
oriented.

Fig. 9 gives a graphical presentation of the
location of the countries in target market and
product dimensions based on mean factor scores.
The two dimensions have been halved at their
mean value of factor scores and combined by
cross-tabulation. The figure clearly shows that
the sawmills from the Western USA and British
Columbia, Canada are on average quite close to
each other on these two dimensions. In contrast,
the Finnish sawmills are quite different com-
pared to the sawmills from Western North Amer-
ica in these core dimensions of marketing strate-
gyWhen comparing countries on effectiveness of
marketing dimension, the sawmills from the
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Figure 9. Location of countries on combination of target
market and product dimensions of marketing strate-

gy-

Western USA feel that they possess the most
competence and the Finnish sawmills that they
possess the least competence in effective mar-
keting when compared to competitors. On the
customer contacts dimension sawmills from the
Western USA feel they are the most competent
and sawmills from British Columbia feel they
possess the least competence. In terms of price
the sawmills from the Western North America
do not differ significantly and they clearly per-
ceive themselves as having more competence in
terms of price compared to competitors than do
sawmills in Finland. This competence on price
dimension can be translated as charging lower
charge.

4.3.4 Combinations of internal dimensions of
marketing strategy

The dimensions of marketing strategy, that were
established in Sections 4.3.2.1 and 4.3.2.2, are
all very closely related and together constitute
the marketing strategy. In this vein it is very
important to study more closely the relationships
of these dimensions. For studying these relation-
ships both of the bipolar dimensions, target mar-
ket and product dimensions, were classified into
three classes based on the examination of their
factor scores. On the target market dimension
this meant three kinds of companies with differ-
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ent emphasis in choices concerning customers
and market areas:

1 = Unselective (many customer groups and market
areas)

2 = No clear choices

3 = Selective (few customer groups and market areas)

On the product dimension this meant three kinds
of companies with different emphasis on prod-
ucts:

1 = Commodity products
2 = No clear product emphasis
3 = Custom-made and specialty products

Table 17 shows the combination of the two core
dimensions of marketing strategy, target market
and product dimensions. The connections be-
tween these core dimensions of marketing strate-

Table 17. Combination of product and target market di-
mensions of marketing strategy.

Target market dimension

Product dimension Unselective No clear Selective Total (%)

choices
Commodity products 32 21 47 100
No clear emphasis 21 21 58 100
Custom-made and
specialty products 32 11 57 100

gy are not very clear. In theory, emphasizing
custom-made and specialty products would nat-
urally lead to more segmentation of target mar-
kets, i.e. concentrating on fewer customer groups
and markets areas (Juslin and Tarkkanen 1987
and Schnaars 1991) and vica versa with com-
modities. These assumptions are not supported
by the results of this study when examined on an
aggregate level, i.e. with total data. There is very
little difference in the target market dimension
between companies emphasizing commodity or
custom-made/specialty products.

When the combinations of the product and
target market dimensions are examined in differ-
ent countries (see Table 18) some rationality can
be found since the countries differed in terms of
their location on these dimensions. The most
rational connections are found concerning the
Finnish sawmills emphasising custom-made/spe-
cialty products and concentrating on few target
markets, and with British Columbian sawmills
emphasizing commodities and aiming at many
target markets. A very good example of a strate-
gic mediocrity or of a complete absence of strat-
egy is the connection with sawmills in the West-
ern USA having no clear emphasis on product
dimension and emphasizing all choices of target
markets.

When the product and target market dimen-
sions were combined with marketing compe-
tence dimensions, the arithmetic means of factor
score variables of marketing competence dimen-

Table 18. Combination of product and target market dimensions of marketing strategy in different

countries.
Target market dimension
Country Product dimension Unselective No clear Selective Total (%)
choices
Finland Commodity products 33 17 50 100
No clear emphasis 14 14 71 99
Custom-made and
specialty products 8 17 75 100
Western Commodity products 21 21 57 99
USA No clear emphasis 30 40 30 100
Custom-made and
specialty products 50 0 50 100
BC, Canada Commodity products 43 21 36 100
No clear emphasis 14 0 86 100
Custom-made and
specialty products 70 10 20 100

# Total slightly under 100% due to rounding.
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Table 19. Combinations of product dimension and mar-
keting competence dimensions of marketing strate-
gy

Table 21. Combinations of target market dimension and
marketing competence dimensions of marketing stra-
tegy.

Marketing competence dimension

Marketing competence dimension

Product dimension Effectiveness ~ Customer Price Target market Effectiveness ~ Customer Price
of marketing  contacts dimension of marketing contacts
Mean factor score Mean factor score
Commodity products  —0.07 -0.20 0.25 Unselective 0.20 -0.14 0.07
No clear emphasis 0.19 -0.21 -0.09 No clear choices -0.01 0.03 0.27
Custom-made and Selective -0.10 0.07 -0.09
specialty products -0.05 0.27 -0.14

Table 20. Combinations of product dimension and marketing competence dimensions of marketing

strategy in different countries.

Marketing competence dimension

Country Product dimension Effectiveness Customer Price
of marketing contacts
Mean factor score
Finland Commodity products -0.08 -0.07 0.01
No clear emphasis -0.16 -0.11 -0.30
Custom-made and
specialty products -0.17 0.25 -0.61
Western Commodity products 0.07 0.44 0.37
USA No clear emphasis 0.46 0.00 -0.02
Custom-made and
specialty products 0.02 0.73 0.30
BC, Canada Commodity products -0.21 -0.91 0.23
No clear emphasis 0.15 —0.61 0.00
Custom-made and
specialty products 0.17 -0.14 0.55

sions were calculated by classes for both product
and target market dimensions. When the product
dimension is combined with marketing compe-
tence dimensions on an aggregate level, the most
notable differences are in customer contacts and
price dimension (see Table 19). On the customer
contacts dimension companies emphasizing cus-
tom-made/specialty products see themselves to
be in a better position compared to competitors
than companies emphasizing commodity prod-
ucts. This is natural since marketing of non-
standardized products demands closer contacts
and co-operation with end-users. In terms of price,
companies emphasizing commodity products see
themselves to be in a most advantageous posi-
tion compared to competitors, i.e. commodity
producers feel they are able to compete based on
low price better than their competitors. This is
very logical since low price is one of the main
competitive weapons when marketing commod-
ity products and on the contrary when producing
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custom-made/specialty products, the objective is
to be able to charge premium prices.

When these combinations are examined in dif-
ferent countries (see Table 20), the clearest con-
nections are between product and customer con-
tacts dimensions. In all countries, sawmills em-
phasizing custom-made and specialty products
see themselves to be in a better position than
commodity producers. In the Western USA and
Finland the sawmills emphasizing the commodi-
ty products feel that they are in an especially
favoured position. Sawmills from Western North
America feel that they have a competence on
price dimension compared to competitors, re-
gardless of the product emphasis.

The relationships between target market and
marketing competence dimensions on an aggre-
gate level are shown in Table 21. The clearest
connection is between the target market dimen-
sion and the effectiveness of marketing dimen-
sion. The more unselective the choices of target
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Table 22. Combinations of target market and marketing competence dimensions of marketing strategy

in different countries.

Marketing competence dimension

Country Target market Effectiveness Customer Price

dimension of marketing contacts
Mean factor score

Finland Unselective 0.14 0.30 -0.76
No clear choices -0.27 -0.07 -0.02
Selective -0.18 0.15 -0.49

Western Unselective 0.61 0.36 -0.24

USA No clear choices 0.35 0.39 0.40
Selective -0.21 0.43 0.49

BC, Canada Unselective -0.10 —0.69 0.47
No clear choices -0.22 -0.43 0.49
Selective 0.16 -0.54 0.01

Table 23. Relative importance of individual discriminant
functions in displaying differences among countries.

Table 24. Mean values and standard deviations (in
brackets) by countries on discriminant functions.

Discriminant function 1 I
Eigenvalue 0.85 0.39
Percent 69 31
Chi-square 56.51 30.01
Df 18 16
Probability 1.00 0.98

market, the better position the companies see
themselves to be in when compared to competi-
tors on effectiveness of marketing. This is ra-
tional, since aiming to many markets demands
effectiveness of marketing, and remembering that
this dimension also included effectiveness of
marketing channel and well-known product
brand. In terms of customer contacts, when em-
phasizing many customers and market areas it is
difficult to retain close customer contacts, since
it would need a lot of resources. Also this con-
nection is rational. Unselectivity on target mar-
kets is also logically connected with low price.

It is very difficult to find logical and consistent
connections between target market dimension
and marketing competence dimensions in differ-
ent countries (see Table 22). When these con-
nections are examined, a logical connection can
be found in Finland concerning effectiveness of
marketing. In the Western USA the connection
is logical on customer contacts dimension and in
BC, Canada on price dimension.
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Mean discriminant score
(Standard deviation)

Country Discriminant function :
I I
Finland 1.17 0.19
(0.88) (0.92)
Western USA -0.42 -0.82
(1.05) (1.10)
BC, Canada -0.94 0.67
(1.08) (0.97)

4.3.5 Strategic marketing decisions
characterizing countries

The purpose is to further deepen the analysis and
to find out what are the real strategic features
characterizing the sawmills from the three coun-
tries. This means looking for the variables in
which the countries differ from each other as
much as possible. The chosen analysis method is
discriminant analysis. To include as much as
possible of the collected information all the orig-
inal strategic marketing decisions variables were
used in discriminant analysis.

The separation of the countries based on dis-
criminant functions composed of original varia-
bles describing strategic marketing decisions (17
variables) is significant with probability of 1.00.
The relative importance of each discriminant
function can be seen in Table 23.

The differences in strategic marketing deci-
sions between countries are displayed with two
significant discriminant functions. The locations
of countries in the discriminant space are shown
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Table 25. Nature of strategic differences between countries.

Variable Discriminant function I Discriminant function I
Correlation Coefficient Correlation Coefficient
Commodity products -0.10 0.32 -0.36 —0.15
Custom-made products 0.55 0.78 0.12 0.14
Few well-defined segments 0.33 0.22 -0.08 -0.06
Known end-users 0.36 0.12 -0.12 0.01
As many countries/regions as possible —0.41 -0.37 0.04 0.27
Effective marketing -0.08 0.12 -0.37 -0.16
Customer relationships -0.32 -0.39 —0.67 -0.58
Intensive personal selling 0.28 0.25 -0.73 -0.59
Market share -0.35 -0.27 —0.02 0.19
Effectiveness of marketing channel -0.10 —0.13 -0.32 -0.17
Competitive price -0.50 -0.47 -0.04 0.08
Well-known product brand -0.33 -0.29 -0.16 0.09
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Figure 10. Overlaps between countries in discriminant
space.

in Table 24 which includes the mean values and
standard deviations of the countries on the two
discriminant functions.

The nature of the differences between coun-
tries can be interpreted from the correlations
between the variables used in the analysis and
discriminant functions, which can be seen in
Table 25. To support the interpretation, the coef-
ficient calculated for standardized variables is
given along with the correlations. According to
Dillon and Goldstein (1984) correlations >0.3
can be considered significant and only variables
with significant correlations are reported. A com-
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plete table with all correlations as well as non-
standardized variables is given in Appendix 6.

Fig. 10 shows the overlaps between countries
in the discriminant space with 60% isodensity
ellipses, i.e. each ellipse is excpected to contain
60% of the observations of each country. The
first discriminant function most clearly separates
Finnish sawmills and Western North American
sawmills. Most distant from each other are saw-
mills from Finland and from British Columbia,
Canada. The Finnish sawmills are characterized
by custom-made products and selectivity in mak-
ing customer decisions. The most typical fea-
tures of the sawmills from Western North Amer-
ica are competitive price, targeting to many cus-
tomer groups and large market share.

The second discriminant function most clearly
separates the Western US sawmills from the Brit-
ish Columbian sawmills, i.e. this discriminant
function distinguishes the Western North Amer-
ican countries from each other. According to this
discriminant function the Western US sawmills
are characterized by personal selling, customer
relationships, effective marketing and commodi-
ty products.

The validity of the discriminant functions or
discriminant model can be evaluated by the mod-
el’s ability to classify new observations. The
optimum would be to collect new data to be
classified and thus obtain estimates for the clas-
sification probabilities of new observations. This
is however economically impossible and the dis-
criminant functions which were formed based on
all observations are used to reclassify the same
observations. This is the most commonly used
method, although some researchers think that it
gives somewhat too optimistic classification re-
sults (Dillon and Goldstein 1984).
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Table 26. Classification matrix, the classification is based
on the discriminating functions.

Table 27. Target market and product dimensions of mar-
keting strategy by generic competitive strategy.

From To Dimension of marketing strategy
Finland Western BC,  %-Correct Competitive strategy Target market Product
USA Canada Mean factor score
Finland 31 5 1 83.8 Cost leadership -0.16 0.62
Western USA 4 21 9 61.8 Differentiation -0.20 -0.16
BC, Canada 4 4 23 74.2 Focus 0.35 -0.23
Cost & Diff. 0.02 0.32
Total % of diagonal observations 73.5 Diff. & Focus -0.15 -0.32
All types 0.17 —-0.10

The percentage of the correct classifications is
73.5% which is quite satisfactory (see Table 26).
The classification results also reveal how well
the classification works in each country. Accord-
ing to the percentages of correct classifications,
the discriminant function classifies best the Finn-
ish sawmills and the sawmills from British Co-
lumbia, Canada. The Finnish sawmills are most
often misclassified with Western US sawmills,
whereas the Western US sawmills are misclassi-
fied more often with British Columbian saw-
mills than with Finnish sawmills, which was as
expected since most likely the sawmills in the
Western USA resemble the sawmills in British
Columbia, Canada. British Columbian sawmills
are equally often misclassified with both Finnish
and Western US sawmills.

4.4 Relationships between generic
competitive strategies and marketing
strategies

4.4.1 Relationship between internal dimensions
of marketing strategy and generic
competitive strategies

The relationships between marketing strategy and
generic competitive strategies that were discussed
on a theoretical level in Section 2.4.3 are ana-
lyzed with empirical data in this section. The
relationships are analyzed by calculating the rel-
ative location of each competitive strategy type
or combination of types on each dimension of
marketing strategy. The relative location is de-
scribed by the arithmetic means of the factors
score variables by competitive strategy types on
each dimension of marketing strategy. The inter-
pretation focuses on the so-called pure strate-
gies, since the number of companies applying
combination strategies within each country might
be low.
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The hypothetical assumptions about the rela-
tionships between the so-called pure strategies
and core dimensions of marketing strategy made
in Section 2.4.3 are found to exist (see Table 27).
When examining the connection between com-
petitive strategy types and target market dimen-
sion of marketing strategy, focus strategy is very
clearly the most selective, targeting to few well-
defined countries/regions and end-use segments.
There are no significant differences between cost
leadership and differentiation strategies which
are targeting as many countries/regions and cus-
tomers as possible. Regarding the connections
between competitive strategy types and product
dimension of marketing strategy, cost leadership
strategy is very clearly connected to emphasis on
commodity products. In contrast, focus and dif-
ferentiation strategies are connected to the em-
phasis on custom-made and specialty products.

When examining the combinations of strategy
types the most logical is the combination of dif-
ferentiation and focus emphasizing custom-made
and speciality products on the product dimen-
sion. The combination of cost leadership and
differentiation emphasizing commodity products
on the product dimension is also rational.

The connection between competitive strategy
types and product dimension of marketing strat-
egy in different countries (see Table 28) are
logical in Finland and in the Western USA. In
British Columbia, Canada the connections work
out for cost leadership and differentiation strate-
gies. The emphasis on commodity products with
focus strategy is logical in general, but in the
sawmill industry it is quite difficult to carry out,
since sawn timber has fairly uniform technical
characteristics and thus the related services are
quite simple.

In the Finnish sawmills the connections be-
tween target market dimension of marketing strat-
egy and competitive strategy are very clear and
rational (see Table 29). In the Western USA
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Table 28. The product dimension of marketing strategy and generic competitive strategy in different

countries
Country
Competitive strategy Finland Western USA BC, Canada Total
Mean factor score of product dimension
Cost leadership 0.44 0.76 0.53 0.62
Differentiation -0.51 0.16 -0.16 -0.16
Focus -0.51 -0.35 0.23 -0.23
Cost & Diff. -0.23 0.04 1.08 0.32
Diff. & Focus -0.50 -1.26 0.18 -0.32
All types -0.26 0.29 -0.47 -0.10

Table 29. The target market dimension of marketing strategy and generic competitive strategy in

different countries

Countr;
Competitive strategy Finland Western JSA BC, Canada Total
Mean factor score of target market dimension
Cost leadership -0.36 0.38 —0.81 -0.16
Differentiation 0.03 —0.48 -0.09 -0.20
Focus 0.52 0.79 -0.09 0.35
Cost & Diff. -0.07 -0.30 0.86 0.02
Diff. & Focus 0.78 -2.19 -0.40 -0.15
All types 0.69 -0.14 0.07 0.17

connections are logical except with cost leader-
ship strategy which should be emphasizing many
target markets instead of the observed connec-
tion with few markets. In BC, Canada the direc-
tion of the connections is logical, i.e. cost leader-
ship strategy is the most unselective.

Regarding the connections between generic
competitive strategy types and marketing com-
petence dimensions (see Table 30), the most out-
standing connection is between the cost leader-
ship strategy and price dimension. Companies
applying cost leadership strategy see themselves
to be in a better position concerning competitive
price compared to their competitors. Competi-
tive price has been found to be related to cost
leadership strategy also in other studies (e.g.
Bush and Sinclair 1991). On the other marketing
competence dimensions the results are some-
what contradictory to the theoretical assump-
tions. Cost leadership strategy should be con-
nected with effectiveness of marketing channels
and market share i.e. with the effectiveness of
marketing dimension, but this kind of connec-
tion could not be observed. Pure focus strategy
should have close relationships with customers
but according to the results the companies feel
that they are in a worse position on the customer
contacts dimension than their competitors.
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Table 30. Marketing competence dimensions of marke-
ting strategy by generic competitive strategy.

Marketing competence dimension

Competitive Effectiveness ~ Customer Price
strategy of marketing contacts
Mean factor score

Cost leadership -0.26 0.04 0.60
Differentiation 0.17 0.14 -0.35
Focus -0.10 -0.16 -0.07
Cost & Diff. 0.05 -0.28 —0.40
Diff. & Focus -0.17 0.21 -0.26
All types 0.33 -0.14 0.47

When examining the combinations of strategy
types, companies applying the combination of
differentiation and focus see themselves to be in
a better position compared to competitors on
customer contacts dimensions. This is rational
since marketing specialty and custom-made prod-
ucts demand close contacts with customers. The
combination of all types of strategies is quite
rationally connected to effectiveness of market-
ing and price, since it is natural for companies
with unclear strategic orientation to try to be
successful with effective marketing and to use
one of the most simple competitive weapons,
namely price.
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In different countries it was difficult to find
consistent connections between competitive strat-
egy types and marketing competence dimensions
of marketing strategy. Only the price dimension
was logically connected to competitive strategy
types in all countries, i.e. sawmills emphasizing
cost leadership strategy felt they possess a com-
petence in competitive price compared to com-
petitors.

To further deepen the analysis and to get more
detailed information on what really separates the
different generic competitive strategies, it is nec-
essary to examine the connection between the
original variables and competitive strategies.

4.4.2 Strategic marketing decisions
characterising generic competitive
strategies

The purpose is to analyze which strategic mar-
keting decisions characterize generic competi-
tive strategies and which strategic marketing de-
cisions separate the companies applying differ-
ent generic competitive strategies. Discriminant

Table 31. Relative importance of individual discriminant
functions in displaying differences among generic
competitive strategies. Discrimination regarding stra-
tegic marketing decisions.

Discriminant function I 11

Eigenvalue 0.67 0.61
Percent 52 48
Chi-square 35.85 33.32
Df 18 16
Probability 0.99 0.99

analysis was used with all strategic marketing
decision variables. The classification of sawmills
to strategy types, presented in Table 11 (Section
4.2), was used, but only the observations that
were considered to apply to one major strategy
type were used (n=80) since the observations
with combinations of strategy types would have
caused interference in the analysis since the
number of observations in each combination class
is low.

The separation of the generic competitive strat-
egies based on discriminant functions composed
of original variables describing strategic market-
ing decisions (17 variables) is significant with a
probability of 1.00. The relative importance of
each discriminant function can be seen in Table
31.

The differences in strategic marketing deci-
sions between generic competitive strategies are
displayed with two significant discriminant func-
tions. The locations of generic competitive strat-
egies in the discriminant space are shown in
Table 32 which includes the mean values and
standard deviations of the generic competitive
strategies on the two discriminant functions.

The nature of the differences between generic

Table 32. Mean values and standard deviations (in
brackets) by generic competitive strategy on discri-
minant functions.

Generic competitive Mean discriminant score
strategy (Standard deviation)
Discriminant function
I

Cost leadership 0.73 1.08
(1.00) (0.84)
Differentiation 0.44 -0.81
(1.04) (1.03)
Focus -1.14 0.16
(0.95) (1.08)

Table 33. Nature of strategic differences between generic competitive strategies.

Variable Discriminant function I Discriminant function I1

Correlation Coefficient Correlation Coefficient
Commodity products 0.37 0.17 0.44 0.42
Specialty products -0.20 0.04 -0.39 -0.39
Custom-made products -0.32 -0.22 -0.49 -0.01
As many customer groups as possible 0.56 0.37 0.02 0.14
Known end-users —0.48 -0.52 -0.10 0.01
As many countries/regions as possible 0.30 0.01 -0.13 -0.00
Few-well defined countries/regions -0.39 -0.21 0.08 0.54
Customer relationships 0.44 0.49 0.01 -0.10
Competitive price 0.14 -0.12 0.64 0.47
Transportation expertise 0.03 0.07 0.38 0.36
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Figure 11. Overlaps between generic competitive strate-
gies in discriminant space.

competitive strategies can be interpreted from
the correlations between the variables used in the
analysis and discriminant functions, which can
be seen in Table 33. To support the interpreta-
tion, the coefficient calculated for standardized
variables is given along with the correlations.
Only correlations that are considered significant
(>0.30) are reported and a complete table with
all correlations as well as non-standardized vari-
ables are given in Appendix 7.

Fig. 11 shows the overlaps between generic
competitive strategies in the discriminant space
with 60% isodensity ellipses, i.e. each ellipse is
excpected to contain 60% of the observations of
each generic competitive strategy. The first dis-
criminant function most clearly separates focus
strategy from other strategies. Most distant from
each other are focus and cost leadership strate-
gies. Focus strategy is characterized by known
end-users, few well-defined countries and cus-
tom-made products. Typical features of cost lead-
ership and differentiation strategies are customer
relationships, commodity products and as many
customer groups as possible.

The second discriminant function most clearly
separates cost leadership and differentiation strat-
egies. Cost leadership strategy is characterized
by competitive price, transportation expertise and
commodity products. Differentiation strategy is
characterized by custom-made and specialty prod-
ucts.
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Table 34. Classification matrix, classification is based on
discriminant functions.

From To
Cost  Differentiation  Focus  %-Correct
leadership
Cost leadership 17 3 1 81.0
Differentiation 1 26 6 78.8
Focus 4 5 17 65.4
Total % of diagonal observations 75.0

The validity of the discriminant functions is
evaluated with classification as described in Sec-
tion 4.3.5. The percentage of the correct classifi-
cations is 75.0% which is quite satisfactory (see
Table 34). The best discrimination is achieved
with sawmills applying cost leadership or differ-
entiation strategies. Cost leaders are most often
misclassified with differentiators, which can be
considered as a reflection of the deficiencies in
Porter’s (1980) model between the relationship
of cost leadership and differentiation strategies
which were discussed earlier in this study. The
sawmills applying differentiation strategy are
mainly misclassified with companies applying
focus strategy. The poorest classification is
achieved with sawmills applying focus strategy.
Those sawmills are almost equally often mis-
classified with cost leadership strategy or with
differentiation strategy.

4.4.3 Summary of the relationship between
generic competitive strategy and
marketing strategy

The relationships between the generic competi-
tive strategies and core dimensions of marketing
strategy are verified according to assumptions
on an aggregate level. However, there are differ-
ences between countries in how well the rela-
tionships evolve. The relationships in the Finn-
ish sawmills appear to be the most clear with
both the product and target market dimension. In
the Western US sawmills the relationships work
well with the product dimension and are fairly
rational concerning the target market dimension.
The relationships appear to be the least logical in
British Columbia, Canada.

The relationships between generic competi-
tive strategies and marketing competence dimen-
sions of marketing strategy are not as clear as the

59



connections with the core dimensions of market-
ing strategy. The price dimension is the only
dimension that works well in all countries. The
obscurity in these relationships might be due to
the structure of these dimensions, which is not as
bright as that of the product and target market
dimensions. Further analysis was made when
attempting to clarify these relationships.

Discriminant analysis was performed to obtain
even more detailed idea about strategic market-
ing decisions characterizing generic competitive
strategies and which strategic marketing deci-
sions separate the companies applying different
generic competitive strategies. The results show
very clear separation of the three different pure
competitive strategy types. The nature of differ-
ences between strategy types was examined with
the correlation between original variables used
and the discriminant functions. These correla-
tions revealed that the nature of generic compet-
itive strategies was logical and according to the
assumptions made in Section 2.4.3, i.e. cost lead-
ership was connected to commodity products
and many customers and market areas whereas
focus and differentiation strategies were con-
nected with custom-made and specialty products
and additionally focus was also connected with
few customers and market areas. The validity of
the discriminant functions was evaluated with
reclassification of the observations, and overall
75% of them were correctly classified. Based on
these results it can be said that enough evidence
has been found to support the validation of the
relationship between generic competitive strate-
gy and marketing strategy.

4.5 Connections between marketing
strategies and marketing structures and
functions

4.5.1 General

As mentioned in the theoretical sections of the
study, the used marketing strategy concept de-
fines the relationship between the company and
its environment, and also the objectives of strate-
gy are defined. However, the methods for achiev-
ing this relationship are not established by defin-
ing marketing strategy. In the model of integrat-
ed marketing planning presented by Juslin (see
Juslin et al. 1988) strategies are followed by
structures and structures by functions. The im-
plementation of strategies requires certain mar-
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keting structures and the marketing strategies
can only be realized through marketing func-
tions. The marketing strategy of a company can
be seen in the actual execution of daily market-
ing functions.

The examination of the connections between
marketing strategies and marketing structures and
functions is important when seeking additional
validation for the used operationalization of the
marketing strategy concept and to investigate the
logic of marketing planning. If rational connec-
tions can be found, they give additional support
for the validity of the used operationalization of
strategy concept. As found out in the previous
analyses the essential dimensions of marketing
strategy are the product and the target market
dimensions. The connections between these di-
mensions of marketing strategy and marketing
structures and functions are analyzed in the fol-
lowing sections. The analyses are made most
often by country, since the countries differ quite
significantly on these dimensions. However when
there are no significant differences between coun-
tries, aggregate level results are presented, i.e.
results based on the total data.

4.5.2 Connections between marketing strategy
and marketing structures

4.5.2.1 Marketing organization

The marketing organization gives a certain or-
ganizational environment for the implementa-
tion of marketing strategies. The extent of mar-
keting organization is described with the number
of marketing personnel per sold 1000 m® in the
sawmill. The connections with the core dimen-
sions of marketing strategy and marketing or-
ganization should be clear. Marketing of cus-
tom-made and specialty products requires more
marketing personnel due to the more complicat-
ed technical characteristics of these products,
whereas marketing of commodities is fairly
straightforward and requires a minimum number
of marketing personnel. The observed connec-
tions between product dimension of marketing
strategy and the average number of marketing
personnel (see Fig. 12) are very clear and ration-
al, both at an aggregate level and also when
analyzed by country. Regarding the average
number of marketing personnel in different coun-
tries, in the Finnish sawmills it is almost double
compared to the sawmills in Western North
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Figure 12. Connections between the product dimension
of marketing strategy and marketing personnel.

America. A similar structure, which separates
Finnish sawmills from the Western North Amer-
ican sawmills, was also noticed in the discrimi-
nant analysis in Section 4.3.5 (see also Fig. 13).

Regarding the connections between target mar-
ket dimension of marketing strategy and the
number of marketing personnel, the assumption
is that emphasizing many customers and market
areas requires more marketing personnel than
when emphasizing few customer segments and
market areas. This connection comes true very
clearly in all of the countries as shown in Fig. 13,
i.e. unselectivity is connected with a high aver-
age number of marketing personnel, whereas se-
lectivity is connected with a low average number
of marketing personnel.

4.5.2.2 Marketing channels

According to Juslin (1992) the structure of mar-
keting channel is composed of various chains
(channels) between producer and customer. These
chains include various types and numbers of
intermediate parties conducting the marketing
task. The length of marketing channels gives an
indication of the level of sophistication of the
marketing strategy. The shorter the marketing
channel the more advanced is the marketing strat-
egy. The marketing channels were measured with
the share of exports which went through differ-
ent export marketing channels. The share of ex-
port was measured separately for commodities
and for custom-made/specialty products.

In the export of commodities the channels gen-
erally include a few intermediate parties between
the manufacturer and the final end-user. On the
other hand the exporting of custom-made and
specialty products should be done through as

Acta Forestalia Fennica 240

Western USA

BC, Canada 7008
—

o 0.01 0.02 0.03 0.04 0.05
Mean number of marketing personnel per 1 000 m3

[ m Usselective N0 dlear choices Dselective |

Figure 13. Connections between the target market dimen-
sion of marketing strategy and marketing personnel.

direct channels as possible. The main channels
used in the export of commodities in different
countries are presented in the following, the re-
sults based on actual cubic metres. Generally it
can be noted that there is not very much differ-
ence in any countries between different empha-
ses on the product dimension. In Finland some-
what longer channels are used than in Western
North America.

In Finland: a) sawmills emphasizing commodi-
ties:
— manufacturer — own sales office
— importer — industrial end-user
— manufacturer — foreign agent —
importer — industrial end-user
b) sawmills emphasizing custom-
made and specialty products:
— manufacturer — foreign agent —
importer — industrial end-user
— manufacturer — own sales office
— importer — industrial end-user
— manufacturer — foreign agent —
industrial end-user
In Western USA: a) sawmills emphasizing commodi-
ties:
— manufacturer — wholesaler — in-
dustrial end-user
— manufacturer — importer — indust-
rial end-user
b) sawmills emphasizing custom-
made and specialty products:
— manufacturer — importer — indust-
rial end-user
— manufacturer — foreign agent —
industrial end-user
In BC, Canada:  a) sawmills emphasizing commodi-
ties:
— manufacturer - retailer — private
end-users
— manufacturer — wholesaler — in-
dustrial end-user
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— manufacturer — wholesaler — re-
tailer — private end-user

b) sawmills emphasizing custom-
made and specialty products:

— manufacturer — retailer — private
end-user

— manufacturer — wholesaler — re-
tailer — private end-user

In the export of custom-made and specialty prod-
ucts the Finnish sawmills emphasizing custom-
made and specialty products in their marketing
strategy are using somewhat longer channels than
sawmills emphasizing commodities. This con-
nection is not according to assumptions. Only
the Canadian sawmills emphasizing custom-made
and specialty products are using the direct chan-
nel from producer to industrial end-user, which
should be the most rational channel in exporting
these kinds of products. It should be noted that
the observed differences between countries or
between different emphases on the product di-
mension of marketing strategy are insignificant.

In Finland: a) sawmills emphasizing commodi-
ties:
— manufacturer — foreign agent —
industrial end-user
— manufacturer — industrial end-
user
— manufacturer — own sales office
— industrial end-user
b) sawmills emphasizing custom-
made and specialty products:
— manufacturer — foreign agent —
industrial end-user
— manufacturer — foreign agent —
importer — industrial end-user
In Western USA: a) sawmills emphasizing commodi-
ties:
— manufacturer — importer — indust-
rial end-user
— manufacturer — domestic agent —
industrial end-user
b) sawmills emphasizing custom-
made and specialty products:
— manufacturer — own sales office
— importer — industrial end-user
— manufacturer —importer — indust-
rial end-user
In BC, Canada:  a) sawmills emphasizing commodi-
ties:
— manufacturer — domestic agent —
industrial end-user
— manufacturer — wholesaler — in-
dustrial end-user
b) sawmills emphasizing custom-
made and specialty products:
— manufacturer — industrial end-
user
— manufacturer — wholesaler — in-
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dustrial end-user

— manufacturer — domestic agent —
industrial end-user

— manufacturer —importer — indust-
rial end-user

4.5.3 Connections between marketing strategy
and marketing functions

4.5.3.1 Personal contacts

Personal contacts (personal selling) are the final
link between the customer and the sawmill. They
should be based on marketing strategies and tar-
geted to the final end-user, although traditionally
in the sawmill industry personal selling has been
aimed at the intermediate parties of the market-
ing channel. Personal contacts were measured
with the time spent by sales managers with dif-
ferent customer types. The marketing of custom-
made or specialty products should be reflected as
a higher share of the time spent with final end-
users, since these kinds of products demand e.g.
more technical counselling than commodity prod-
ucts. With custom-made and specialty products
the contacts between the producer and the final
end-user should be as direct as possible. Market-
ing of commodity products is fairly routine and
the products do not require direct contacts with
final end-users, and thus the personal contacts
are typically targeted to the intermediate parties
of the marketing channel.

Table 35 shows that in all countries the main
object of personal contacts are the intermediate
parties of marketing channel. In BC, Canada the
sawmills emphasizing custom-made and specialty
products are targeting more of the personal con-
tacts to industrial end-users than the sawmills
emphasizing commodities. In Finland and the
Western USA the situation is similar to that in
BC, Canada but the differences are fairly small.
In Finland the sawmills’ own sales offices are
also an important object of personal contacts.

The intermediate parties in Finland regardless
of the emphasis on products include domestic
and foreign agents and importers. In the Western
USA the main intermediate parties in sawmills
emphasizing custom-made and specialty prod-
ucts are wholesalers and retailers and in saw-
mills emphasizing commodities, wholesalers, re-
tailers and also importers. In BC, Canada the
sawmills emphasizing custom-made and specialty
products target their personal contacts to whole-
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Table 35. The product dimension of marketing strategy and the time spent by sales managers with

different customer types.

Customer type

Country Product di ion Inter Industrial Own sales Others Total (%)
parties end-users office
Finland Commodity products 67 10 23 0 100
No clear emphasis 67 8 6 0 101®
Custom-made and
specialty products 71 12 17 0 100
Western Commodity products 91 9 0 0 100
USA No clear emphasis 78 13 4 6 101*
Custom-made and
specialty products 84 11 0 5 100
BC, Canada Commodity products 95 5 0 0 100
No clear emphasis 87 11 0 2 100
Custom-made and
specialty products 59 31 5 6 101*

#Total slightly over 100% due to rounding.

salers and retailers and the sawmills emphasiz-
ing commodity products focus mainly on whole-
salers.

Concerning the target market dimension, the
emphasis on many customer groups and markets
should be reflected as a higher share of personal
contacts with the intermediate members of the
marketing channel. The results in different coun-
tries indicate that no rational connections are
found between the target market dimension of
marketing strategy and personal contacts.

4.5.3.2 Market information

Market information is collected about customer
needs, competitors and general market environ-
ment. Market information is needed to find out
an optimal allocation of marketing functions.
The more customer-oriented the company, the
more information of the markets and customers
is needed and thus the collection of market infor-
mation should be done continuously and system-
atically. Table 36 shows the connections between
the product dimension and intensity of collection
of market information. In the Western USA and
BC, Canada the sawmills emphasizing custom-
made and specialty products are collecting mar-
ket information more continuously and system-
atically than sawmills emphasizing commodity
products. This connection is very clear and ra-
tional. In Finland the sawmills emphasizing com-
modity products are collecting market informa-
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tion more continuously and systematically than
sawmills emphasizing custom-made and specialty
products. This connection is opposite to the as-
sumptions, but on the other hand the differences
are quite small.

In terms of connections between target market
dimension of marketing strategy and the collec-
tion of market information, it is quite natural that
successful implementation of selective choices
of target markets can only be based on accurate
market information. These connections are not
found in this study (see Table 37). In all coun-
tries sawmills emphasizing unselective choices
or no clear choices concerning target markets are
more continuous and systematic in their collec-
tion of market information than are sawmills
emphasising custom-made and specialty prod-
ucts. Some rationality in the connections can be
found only in the Finnish sawmills even though
the differences are fairly small.

The sources of market and customer informa-
tion are divided into three types of sources: sales
contacts, market/marketing research and other
(trade journals, periodicals, association meeting,
etc.). Regarding the connections between the di-
mensions of marketing strategy and the sources
of market and customer information, it can be
noted that emphasis on custom-made and spe-
cialty products or selectivity in target market
choices requires more systematic information.
This kind of systematic information can be ob-
tained from marketing/market research and trade
journals, periodicals, etc. Table 38 shows that
the major source of information is sales contacts,
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Table 36. Connections between the product dimension of marketing strategy and collection of market

information by country.

Intensity of collection of market information

Country Product dimension Continuous and Occasional Not at all Total (%)
systematic and casual
Finland Commodity products 67 33 0 100
No clear emphasis 71 29 0 100
Custom-made and
specialty products 63 38 0 101*
Total 65 35 0 100
Western Commodity products 64 36 0 100
USA No clear emphasis 70 30 0 100
Custom-made and
specialty products 90 10 0 100
Total 74 27 0 101*
BC, Canada ~ Commodity products 50 43 7 100
No clear emphasis 43 43 14 100
Custom-made and
specialty products 80 20 0 100
Total 58 36 7 101°

2 Total slightly over 100% due to rounding.

Table 37. Connections between the target market dimension of marketing strategy and collection of

market information by country.

Intensity of collection of market information

Country Target market Continuous and Occasional Not at all Total (%)
dimension systematic and casual

Finland Unselective 60 40 0 100
No clear choices 80 20 0 100
Selective 63 37 0 100

Western Unselective 91 9 0 100

USA No clear choices 75 25 0 100
Selective 63 37 0 100

BC, Canada Unselective 57 36 7 100
No clear choices 75 25 0 100
Selective 54 39 8 101*

 Total slightly over 100% due to rounding.

Table 38. Connections between the product dimension of
marketing strategy and sources of market and custo-
mer information.

Source of market and customer information

Product dimension Insales Marketing/ Others® Total (%)
contacts  market
research
Commodity products 76 11 13 100
No clear emphasis 72 12 16 100
Custom-made and
specialty products 65 17 18 100

# Include trade j periodicals, meetings, etc.
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despite the emphasis on product dimension. How-
ever, the sawmills emphasizing custom-made and
specialty products are using more marketing/
market research and other sources than sawmills
emphasizing commodities, i.e. rational connec-
tions exist to some degree. In terms of differenc-
es between countries, the relationships between
product dimension and different sources of mar-
ket information are similar in each country. The
main sources of market and customer informa-
tion in sales contacts connected with the product
dimension in different countries are presented in
the following:
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In Finland: a) sawmills emphasizing commodi-
ties
— foreign agents
— domestic agents
— own sales offices

b) sawmills emphasizing custom-
made and specialty products
— foreign agents
— industrial end-users
— importers

In Western USA: a) sawmills emphasizing commodi-
ties
— wholesalers
— retailers

b) sawmills emphasizing custom-
made and specialty products
— wholesalers
— importers

a) sawmills emphasizing commodi-
ties
— wholesalers

b) sawmills emphasizing custom-
made and specialty products
— industrial end-users
— wholesalers

In BC, Canada:

Rational connections between the target market
dimension and the sources of market and cus-
tomer information (see Table 39) exist also to
some degree, even though sales contacts are a
dominant source of market information. The saw-
mills with emphasis on few target markets use
more marketing/market research and other sourc-
es than sawmills emphasizing many target mar-
kets. The differences concerning the relation-
ships between the target market dimension and
different sources of market information are sim-
ilar in each country. The main sources of market
and customer information in sales contacts con-

nected with the target market dimension in dif-
ferent countries are presented in the following:

In Finland: a

~

sawmills emphasizing commodi-
ties
— foreign agents
— industrial end-users
sawmills emphasizing custom-
made and specialty products
— foreign agents
— own sales offices
In Western USA  a) sawmills emphasizing commodi-
ties
— wholesalers
— retailers
sawmills emphasizing custom-
made and specialty products
— wholesalers
— retailers
In BC, Canada  a) sawmills emphasizing commodi-
ties
— wholesalers
b) sawmills emphasizing custom-
made and specialty products
— wholesalers
— industrial end-users

b

~

b

~

As mentioned above the collection of systematic
market information can be carried out e.g. with
marketing/market research. The average num-
bers of marketing research projects per 1000 m*
by product dimension are shown in Fig. 14. Very
clear and rational connections exist in each coun-
try between the product dimension and the aver-
age number of marketing research projects. Saw-
mills emphasizing custom-made and specialty
products carry out more marketing research
projects than sawmills emphasizing commodi-
ties. In general, the average number of marketing
research projects is the same in Finland and in
the Western USA, and slightly higher in BC,
Canada.

j0.003
Total data 0.009
E 70009
0.001 . .
Finland !‘ Jo.00o Table 39. Connections between the target market dimen-
sion of marketing strategy and sources of market and
0003 customer information.
Western USA R0e
E Joor
!mm N Source of market and customer information
BC, Canada oo Target market Insales Marketing/ Others® Total (%)
E 4 di i contacts  market
0 0.002 0.004 0.006 0.008 0.01 0.012 0.014 research
Mean # of marketing research projects per 1000m3
O " ¢ 1 b
[.(‘nmnnxhly producs DN.» clear mphasis [_] Coson-made and l Unselective 76 13 12 101
ot B i No clear choices 69 13 18 100
Selective 68 14 18 100

Figure 14. Connections between the product dimension
of marketing strategy and number of marketing rese-
arch projects.
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# Include trade journals, periodicals, association meetings, etc.
b Total slightly over 100% due to rounding
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Figure 15. Connections between the target market dimen-
sion of marketing strategy and number of marketing
research projects.

Regarding the connections between the target
market dimension and the average number of
marketing research projects, it is obvious that the
choice to focus on few selected customer groups
and market areas requires more systematic infor-
mation collected by marketing/market research.
As presented in Fig. 15, this connection is con-
firmed in Finland and in BC, Canada. In the
Western USA, these differences in the average
number of marketing research projects do not
exist.

4.5.3.3 Marketing communication

Marketing communication should implement and
support the marketing strategy of a sawmill. Mar-
keting communication should be based on cus-
tomers and their needs. In marketing of custom-
made and specialty products marketing commu-
nication is based on personal selling and adver-
tising to certain target groups, and thus untarget-
ed general advertising, sales promotion and pub-
lic relations are not emphasized (Juslin et al.
1988). The extent of marketing communication
was measured with investment in advertising
and promotion. Fig. 16 shows that on average in
Finland and in the Western USA more money is
invested by the sawmills emphasizing commodi-
ty products than by sawmills emphasizing cus-
tom-made and specialty products, thus the con-
nection is rational. The situation is the opposite
in British Columbia, Canada. On an aggregate
level the Finnish sawmills are investing more per
m? in advertising and promotion than the saw-
mills in Western North America, i.e. again the
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Figure 16. The product dimension of marketing strategy
and investment in advertising and promotion.

Custom-made and
specialty products
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Figure 17. The target market dimension of marketing
strategy and investment in advertising and promoti-
on.

structure separating the Finnish sawmills from
the others can be noticed (see also Fig. 17).

Concerning the connection between the target
market dimension of marketing strategy and mar-
keting communication, it is obvious that compa-
nies emphasizing many customer groups and
market areas are investing more in advertising
and promotion. This connection is very evident
in all countries as shown in Fig. 17.

When examining the relationship between the
product dimension of marketing strategy and the
allocation of advertising expenses, marketing of
custom-made and specialty products should be
clearly connected with target group advertising.
Correspondingly emphasis on commodities
should be connected to general advertising. These
connections are very clear in the Western US
sawmills (see Table 40). The Finnish sawmills in
general are allocating more expenses to target
group advertising than to general advertising re-
gardless of the product emphasis. Furthermore
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Table 40. The product dimension of marketing strategy and allocation of advertising expenses.

Advertising type
Country Product dimension General Target group Other Total (%)
advertising advertising
Finland Commodity products 28 66 6 100
No clear emphasis 21 69 11 101*
Custom-made and
specialty products 12 80 8 100
Western Commodity products 58 26 15 99+
USA No clear emphasis 48 38 14 100
Custom-made and
specialty products 25 45 30 100
BC, Canada Commodity products 28 56 16 100
No clear emphasis 38 59 3 100
Custom-made and
specialty products 49 41 9 99

 Total slightly over or under 100% due to rounding.

Table 41. The target market dimension of marketing strategy and allocation of advertising expenses.

Advertising type

Country Target market dimension General Target group Other Total (%)
advertising advertising

Finland Unselective 34 61 5 100
No clear choices 22 68 10 100
Selective 11 80 9 100

Western Unselective 29 22 49 100

USA No clear choices 61 24 14 99°
Selective 47 46 7 100

BC, Canada Unselective 45 44 9 100
No clear choices 38 35 28 101*
Selective 32 66 3 101®

#Total slightly over or under 100% due to rounding.

sawmills emphasising custom-made and special-
ty products are allocating more expenses to tar-
get group advertising that sawmills with com-
modity product emphasis. This connection with
the Finnish sawmills is rational, whereas the con-
nections in the sawmills in BC, Canada did not
evolve according to assumptions.

In Western North America the target group
advertising is addressed mainly to intermediate
parties of the marketing channel. Sawmills em-
phasizing commodity products are addressing
target group advertising to wholesalers in both
countries. The sawmills emphasizing custom-
made and specialty products are addressing to
wholesalers and retailers in the Western USA
and to retailers and importers in BC, Canada. In
Finland regardless of the emphasis on products
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the target group advertising is mostly addressed
to importers and industrial end-users.

The connection between the target market di-
mension of marketing strategy and allocation of
advertising expenses by advertising type is very
rational in all countries (see Table 41). A high
share of target group advertising is clearly con-
nected to selectivity on the target market dimen-
sion, i.e. to emphasis on few customer groups
and market areas. The target group advertising is
addressed in Western North America to whole-
salers and retailers by sawmills targeting to many
customer groups and market areas, whereas the
sawmills focusing on few target markets are most-
ly addressing to wholesalers. In Finland, regard-
less of the emphasis on target markets, the saw-
mills are addressing their target group advertis-
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Table 42. The product dimension of marketing strategy and the most important starting points of

product development.

Starting point of product development

Country Product dimension Raw material Technology Customer Total (%)
Finland Commodity products 33 0 67 100
No clear emphasis 14 29 57 100
Custom-made and
specialty products 13 8 79 100
Total 16 11 73 100
Western Commodity products 36 14 50 100
USA No clear emphasis 70 0 30 100
Custom-made and
specialty products 50 10 40 100
Total 50 9 41 100
BC, Canada ~ Commodity products 64 14 21 100
No clear emphasis 29 0 71 100
Custom-made and
specialty products 70 0 30 100
Total 58 6 36 100

ing to importers and industrial end-users. These
connections between both the dimension of mar-
keting strategy and the addressing of target group
advertising in Western North America are not
very rational, since the whole idea of target group
advertising is to reach the final end-users of the
product and not the intermediate parties of the
marketing channel.

4.5.3.4 Product development

The marketing strategy concept adopted in this
study defines product decisions as strategic by
nature. The strategic product decisions should be
reflected in the product development in the mar-
keting functions. The starting-points of product
development reflect the marketing philosophy
adopted by a sawmill. In this study three start-
ing-points of product development were meas-
ured:

1. More effectively use raw material and adapt produc-
tion to raw material possibilities

2. Utilize and develop production technology

3. Satisfy customer needs

The first two of these starting-points can be most
suitably connected with sawmills emphasizing
commodities. The third is naturally connected
with sawmills emphasizing custom-made prod-
ucts. The connections between these starting-
points and the product dimension of marketing
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strategy (see Table 42) are most rational in Fin-
land concerning custom-made and specialty prod-
ucts and in BC, Canada concerning commodi-
ties. The connections between emphasis on cus-
tom-made and specialty products and the objec-
tive of satisfying customer needs exist clearly
only in Finland. The results concerning the West-
ern USA and BC, Canada indicate that thinking
is still very much raw material oriented.

The intensity of product development in the
sawmills is presented in Table 43. The emphasis
on custom-made and specialty products should
be very clearly related to continuous and system-
atic product development. In all countries more
continuous and systematic product development
is carried out in the sawmills emphasizing cus-
tom-made and specialty products than in the saw-
mills emphasizing commodities. The connection
is very clear and rational. On an aggregate level
the Finnish sawmills are the most occasional and
casual in their product development, although
Finnish sawmills were the most custom-made
and specialty product-oriented on the product
dimension.

4.5.3.5 Research and development

Research and development work is very often
seen as being closely related to marketing. The
knowledge of the R & D work and its connection
to the product dimension of marketing strategy
further increases the understanding of marketing
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Table 43. The product dimension of marketing strategy and intensity of product development.

Intensity of product development

Country Product di and Occasional Not at all Total (%)
systematic and casual
Finland Commodity products 17 83 0 100
No clear emphasis 14 86 0 100
Custom-made and
specialty products 29 71 0 100
Total 24 76 0 100
Western Commodity products 36 36 29 101*
USA No clear emphasis 60 40 0 100
Custom-made and
specialty products 70 30 0 100
Total 53 35 12 100
BC, Canada Commodity products 57 14 29 100
No clear emphasis 71 29 0 100
Custom-made and
specialty products 80 20 0 100
Total 68 19 13 100

# Total slightly over 100% due to rounding
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Figure 18. The product dimension and investment in
research and development.

Custom-made and
specialty products

strategy. The connection should be obvious since
producing custom-made and specialty products
demands more resources of R & D than produc-
tion of commodities. This connection is very
evident in the Western USA and in BC, Canada
as shown in Fig. 18. In Finland the most money
is invested in R & D by companies with no clear
product emphasis and moreover sawmills em-
phasizing commodity products are investing more
in R & D than sawmills with emphasis on cus-
tom-made and commodity products.

The connections between the product dimen-
sion of marketing strategy and objectives of re-
search and development work reflect the innova-
tiveness and willingness of a sawmill to develop
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its operations. The objectives of research and
development work were measured with four al-
ternatives:

Reduction of production costs

Making the production process more efficient
Refining existing products

Developing new products

Ll o Ll =

A sawmill emphasizing commodities should
stress the first two of the above objectives and
aim for as low cost per produced cubic metre as
possible. In contrast, for a sawmill emphasizing
custom-made and specialty products a prerequi-
site for success is refining of existing products
and a continuous search for new products.

In all countries the emphasis of the objectives
of product development reflects a very produc-
tion-oriented marketing philosophy. Regardless
of the emphasis on product dimension the effec-
tiveness of production process and reduction of
production costs had the highest degree of em-
phasis as research and development objectives.
The other R & D objectives: refining existing
products and development of new products, were
however in all countries emphasized more by
sawmills emphasizing custom-made and specialty
products than by sawmills emphasizing com-
modities.
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4.5.4 Summary of the connections between
marketing strategy and marketing
structures and functions

In general the connections between both of the
dimensions of marketing strategy and marketing
structures and functions were sufficiently logical
with few exceptions. Connections between mar-
keting organization and both of the dimensions
of marketing strategy were clear and rational.
This demonstrates that marketing of more ad-
vanced products is characterized by a higher
average number of marketing personnel per 1000
m? than marketing of commodity products. The
connections between export distribution chan-
nels and the core dimensions of marketing strate-
gy were not very noticeable.

Concerning marketing functions, personal con-
tacts were examined and it was found that the
intermediate parties are the main objects of per-
sonal contacts regardless of the emphasis on the
product dimension. However, sawmills empha-
sizing custom-made and specialty products are
targeting more personal contacts towards indus-
trial-end-users than sawmills emphasizing com-
modities. Rational connections between the tar-
get market dimension of marketing strategy and
personal contacts were not observed.

The systematic and continuous collection of
market information very logically characterizes
the sawmills emphasizing custom-made and spe-
cialty products in the Western USA and in BC,
Canada and to some extent also in Finland. How-
ever there were no clear connections between the
target market dimension of marketing strategy
and collection of market information. The sourc-
es of market and customer information were log-
ically connected on both core dimensions of mar-
keting strategy in all countries. More informa-
tion is collected by marketing/market research
by sawmills emphasizing custom-made and spe-
cialty products and few target markets than by
companies focusing on commodities and many
target markets. The average number of market-
ing research projects per 1000 m? in all countries
indicates that sawmills emphasizing custom-made
and specialty products or emphasizing few target
markets are more active in research actions than
sawmills emphasizing commodity products or
many target markets.

The connection between marketing communi-
cation and both of the dimensions of marketing
strategy is clear and rational. Sawmills empha-
sizing a less advanced marketing strategy (com-
modities and many target markets) are character-
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ized by the use of more general advertising than
companies applying more advanced strategies
(custom-made and specialty products and few
target markets). This can be seen in the average
investment in advertising and promotion per m?,
and in the allocation of advertising expenses
especially in the relative shares of target group
advertising by the classes of both dimensions.

The results about the connections between
product development and the product dimension
of marketing strategy reveal that the starting-
points of product development in Western North
America, regardless of emphasis on the product
dimension, are still very raw material oriented.
In Finland on the other hand, the most important
starting-point is customer needs regardless of the
emphasis on the product dimension. However, it
seems that more continuous and systematic prod-
uct development is carried out by sawmills em-
phasizing custom-made and specialty products
in all countries. Similarly in the Western USA
and BC, Canada these more advanced sawmills
are rationally characterized by higher average
investments in research and development per m?
than sawmills with a less advanced product em-
phasis.

This summary of the connections between the
core dimensions of marketing strategy and mar-
keting structures and functions shows that the
assumed connections were in most cases clearly
observed in this study, and thus additional sup-
port for the used operationalization of the strate-
gy concept is found based on these connections.

4.6 Connections between generic
competitive strategies and marketing
structures and functions

Following a certain competitive strategy should
be reflected to some degree in the company’s
marketing structures and functions. In this sec-
tion some assumingly most logical connections
between competitive strategy and marketing
structures and functions are examined. The re-
sults are presented at an aggregate level and in
connection with each table the differences be-
tween countries are discussed. The interpretation
of the results is focused on the pure competitive
strategies.

The connections between competitive strategy
and number of marketing personnel in different
countries (see Table 44) is logical since differen-
tiation and focus strategies are focusing on more
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Table 44. Generic competitive strategy and number of marketing personnel in different countries.

Generic competitive strategy
or strategy combination Finland

Count;

ry
Western USA BC, Canada Total

Mean number of marketing personnel per 1000 m?

Cost leadership 0.026
Differentiation 0.034
Focus 0.024
Cost leadership & differentiation 0.033
Differentiation & focus 0.037
All three types 0.023
Total 0.029

0.009 0.005 0.011
0.017 0.019 0.024
0.015 0.011 0.018
0.007 0.008 0.020
0.010 0.014 0.023
0.016 0.009 0.016
0.014 0.012 0.019

Table 45. Generic competitive strategy and collection of market information.

Generic competitive strategy

Intensity of collection of market information

or strategy combination Continuous Occasional Not at all Total
and systematic and casual
Cost leadership 48 48 5 101*
Differentiation 76 24 0 100
Focus 65 31 4 100
Cost leadership & differentiation 60 40 0 100
Differentiation & focus 71 29 0 100
All three types 70 30 0 100

#Total slightly over 100% due to rounding

Table 46. Generic competitive strategy and intensity of product development.

Generic competitive strategy

Intensity of product development

or strategy combination Continuous Occasional Not at all Total
and systematic and casual
Cost leadership 48 38 14 100
Differentiation 49 49 3 101*
Focus 42 50 8 100
Cost leadership & differentiation 60 20 20 100
Differentiation & focus 43 57 0 100
All three types 50 40 10 100

# Total slightly over 100% due to rounding

advanced products and thus the average number
of marketing personnel per 1000 m? should be
higher than with cost leadership strategy. This
connection is clear in all countries. The combi-
nation of differentiation and focus also requires
more marketing personnel than the combination
of cost leadership and differentiation. This con-
nection could also be clearly observed in the
results.

Applying of differentiation and focus strate-
gies requires more specific market information
than does applying of cost leadership strategy,
and this should be reflected as more systematic
and continuous collection of market informa-
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tion. This connection is observed very clearly on
an aggregate level (see Table 45) as well as in
different countries.

The product development should be very in-
tense in sawmills applying differentiation and
focus strategies, whereas sawmills applying cost
leadership strategy should be minimizing prod-
uct development or focus only on such points of
product development that might cut costs. On an
aggregate level this kind of connection did not
exist (see Table 46). Concerning different coun-
tries, the connections were noticeable in Finland
and in the Western USA, but did not exist in BC,
Canada.
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Table 47. Generic competitive strategy and investment in research and development in different

countries.

Generic competitive strategy
or strategy combination Finland

Country
Western USA BC, Canada Total

Mean investment in research and development per m3, (FIM)

Cost leadership 1.79
Differentiation 1.56
Focus 4.12
Cost leadership & differentiation 8.85
Differentiation & focus 1.66
All three types 7.08
Total 3.39

The average investment in research and devel-
opment per m* should be higher in sawmills
applying differentiation and focus strategies. This
connection (see Table 47) is most clearly observ-
able in BC, Canada and also somewhat in Fin-
land. In the Western USA the connection exists
with sawmills applying differentiation strategy
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2.40 1.42 2.00
3.57 2.89 2.38
0.65 3.80 3:52

- 0.00 5.90
0.38 1.79 1.49
0.00 6.53 5.10
2.04 3.24 3.02

but not with sawmills applying focus strategy.

These connections between generic competi-
tive strategies and marketing structures and func-
tions are in general rational and thus support to
the validity of the operationalization of the com-
petitive strategy concept is obtained.
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5 Summary and discussion

5.1 Background and objectives

A combination of scientific curiosity and practi-
cal information needs of the sawmill industry
justifies this study. The scientific curiosity in the
area of strategy research arises from a wide vari-
ety of explaining factors behind strategy and the
ambiguity of the terminology concerning strate-
gic planning and strategies and the diversity of
theories in this field. This study also endeavours
to further develop and build theory concerning
marketing strategy.

The practical information needs in the sawmill
industry arise from the long-term difficulties of
the Finnish sawmill industry to adapt to the tur-
bulent environment. Some of the reasons for
those difficulties were the various changes in the
operating environment, the changing customer
needs, problems in the raw material procurement
and increasing competition. The sawmill indus-
try can be regarded as a maturing industry and
thus the importance of a clear strategy is essen-
tial for the survival of a company. The problems
of the sawmill industry in Finland and also in
Western North America are not merely caused
by changes in external factors, but there are also
internal reasons such as raw material-based and
production-oriented philosophies in running the
business.

There is quite a limited number of studies
made in the sawmill industry concerning strate-
gies, and especially lacking are international stud-
ies with data from several countries. The impor-
tance of international studies is increasing rapid-
ly since the competition in the sawmilling busi-
ness has become global in a sense that the ex-
porters of sawn timber are competing in several
continents. These reasons give further justifica-
tion for this study.

The primary objective of this study is to pro-
duce information that would help sawmills in
strategic planning when adapting to a turbulent
environment and help to improve their competi-
tiveness. To achieve the objectives of the study
requires analysis on both theoretical and empiri-
cal levels.

On the theoretical level the objective is to
further develop and strengthen the theoretical
basis of marketing planning especially in the
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area of marketing strategies, and to clarify the
concepts associated with strategy. Theoretical
objectives include the analysis of definitions of
strategy concept and clarification of both the
operationalizations and the methods of measure-
ment of the strategy concept. The relationship
between marketing strategy and competitive strat-
egy is also examined.

On the empirical level the objective is to in-
vestigate how large sawmills in Finland and West-
ern North America differ concerning marketing
strategies and generic competitive strategies. The
connections between generic competitive strate-
gy and marketing strategy are analyzed, and con-
nections of both of these strategy concepts with
marketing structures and functions are also ex-
amined.

5.2 Theoretical framework

The theoretical background for the study is con-
structed by combining theories concerning strat-
egy and marketing. The objective of this combi-
nation is to develop an extensive foundation for
the choices of strategy concepts to be used and
for the empirical analyses to be made. The evo-
lution of strategic planning is presented on a
general level and the relationship of strategy and
marketing is also discussed. An extensive analy-
sis of the definitions of strategy concept used in
strategy research was made through classifying
these definitions into five different types. It was
found that strategy concept has developed dur-
ing the last thirty years from being a planning
oriented concept to a one where competitive ad-
vantage has a key role. However, there still re-
main a few basic decisions to be made in strategy
that have not changed over the years: the deci-
sions concerning markets to be served and prod-
ucts to be offered.

Two different strategy concepts were chosen
to be used in this study. To measure the overall
competitive strategy the well-known Porter
(1980) model was chosen. This concept justifies
its place as a leading concept of competitive
strategy. Another chosen concept is the market-
ing strategy by Juslin (see Juslin and Tarkkanen
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1987). According to this concept marketing strat-
egy is formed by making decisions on products,
customers, market areas and marketing compe-
tences. The reasons for choosing this concept is
that Juslin sees marketing strategy and corporate
strategy to be at the same hierarchical level.
Furthermore, this marketing strategy concept has
been developed to be easy to measure and one of
its merits is the division of strategy into strategic
decisions or components. In connection with Jus-
lin’s marketing strategy a new term “marketing
competence” is also presented.

A prerequisite to identify or measure strategy
or any other theoretical concept is that it is made
measurable. This is done by operationalizing the
strategy concept and in this vein different types
of approaches to operationalize the strategy con-
cept are presented. The operationalization of strat-
egy concept is followed by the problem of meas-
urement and the choice of variables and thus also
major approaches to the measurement of strate-
gy are presented.

The operationalizations of the used strategy
concepts were also presented, relationships be-
tween them discussed and assumptions of these
concepts are made at the hypothetical level. The
defined framework for the empirical analyses is
presented in Section 2.7 with the construction of
variables for the used strategy concepts and oth-
er areas to be measured.

5.3 Data and analysis

The objects of this study are large sawmills in
Finland and in Western North America includ-
ing the Western USA and British Columbia, Can-
ada. The data was collected in two phases. The
Finnish data was collected by Sirkka-Liisa Rinta
in 1988 in connection with her Master’s thesis
project and the Western North American data
was collected by the author in 1991. The aim in
the data collection was to gather total population
of the largest sawn timber producers in each
country. The data collection was done by per-
sonal interviews which were based upon a fixed
written questionnaire.

The final population included 118 sawmill units
and an interview was held with 102 units result-
ing in a response rate of over 86%. The sawmill
units included in the data represented almost
71% of the production in Finland, about 77% in
BC, Canada and about 58% in the Western USA.
The production figures concerning Finland are
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from the year 1987 and concerning Western North
America from the year 1990.

Arithmetic means and distributions were the
basic univariate statistical techniques used in de-
scription of the data, excluding the description of
marketing strategy. The marketing strategy is
described with strategic dimensions, which were
based on the analysis of common variance in the
original variables. Factor analysis was used to
find out these underlying dimensions of market-
ing strategy. For the subsequent analyses also
factor scores per observation for each dimension
were calculated. Discriminant analysis is used
when revealing the strategic marketing decisions
characterising different countries or competitive
strategies. The connections between strategy con-
cepts and marketing structures and functions were
analyzed by cross-tabulations.

5.4 Results
5.4.1 Respondent companies

In terms of annual production, the sawmills in-
terviewed in BC, Canada and in the Western
USA are considerably larger than those in Fin-
land. The production of the sawmills was very
commodity product-oriented, over two-thirds of
the production in all three countries is commodi-
ty products and in Finland even more. The saw-
mills in Finland and in BC, Canada are very
export-oriented, whereas the sawmill units in the
Western USA are very domestic-oriented. With
respect to business types, the integrated forest
products producer is the most common business
type among the sawmills in Finland and in BC,
Canada. The most common business type among
the sawmills in the Western USA was multiple
sawmills.

5.4.2 Generic competitive strategies

The generic competitive strategy was measured
with Porter’s (1980) model, i.e. with three differ-
ent strategy types. However, only 22% of the
respondents could identify their company’s strat-
egy with one strategy type and 78% of the re-
spondents indicated that their company’s strate-
gy has components from more than one type, and
thus a new classification for competitive strategy
was formed. It includes the three pure strategy
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types and three different kinds of combinations
of these pure strategy types.

The differentiation and focus strategies are the
most common in Finland and BC, Canada, where-
as differentiation and cost leadership are the most
common in the Western USA. The combination
strategies represented about a fifth of the com-
petitive strategies applied by the sawmills in all
countries. The sawmills applying differentiation
and focus strategies were found to be smaller in
terms of average annual production and also more
export-oriented than sawmills applying cost lead-
ership strategy.

5.4.3 Marketing strategies

The marketing strategy concept in this study
assumes that it is formed with joint influence of
strategic decisions. This means that the decisions
have to be analyzed simultaneously, i.e. com-
mon variance has to be analyzed. The internal
dimensions of marketing strategy were revealed
by factor analyses. Two different factor analyses
were performed, one with product-, customer-
and market area decisions variables and the other
with strategic marketing competence variables.
The examination of the correlation matrix and
the theoretical significance supported the mak-
ing of two factor analyses.

In the first factor analysis the most interpreta-
ble and theoretically most significant was the
two-factor solution. These dimensions of mar-
keting strategy were named as target market di-
mension and product dimension. In the other
factor analysis a three-factor solution was cho-
sen and the dimensions were named as effective-
ness of marketing, customer contacts and price.
In this study the reliability was evaluated in con-
nection with factor analyses with method pre-
sented by Tarkkonen (1987). Reliability was
found to be satisfactory with all factors. Also
construct validity of the used operationalization
of marketing strategy can be evaluated in con-
nection with factor analyses. Very strong sup-
port for the construct validity was found in the
first factor analysis and also to some extent in the
second.

The locations of sawmills of different coun-
tries on these dimensions of marketing strategy
were analyzed and the Finnish sawmills were
found to most emphasize few customers and
market areas and also custom-made and special-
ty products. On marketing competence dimen-
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sions the sawmills in the Western USA feel they
have more competence on effectiveness of mar-
keting than sawmills in other countries. Saw-
mills in the Western USA and Finland feel they
have more competence in customer contacts than
sawmills in BC, Canada. In the price dimension
of marketing strategy sawmills in Western North
America feel that they have more competence in
price than sawmills in Finland.

The combinations of the dimensions of mar-
keting strategy were examined. On the basic com-
bination of target market and product dimen-
sions most observable connections were found
in Finland, i.e. emphasis on custom-made and
specialty products was connected with emphasis
on few customer groups and market areas. When
examining the combinations of product dimen-
sion and marketing competence dimensions, the
clearest connections were found with customer
contacts and price dimensions in all countries.
The sawmills emphasizing custom-made and spe-
cialty products felt that they possessed compe-
tence over competitors on customer contacts.
Correspondingly, the sawmills emphasizing com-
modity products felt that they possessed compe-
tence over competitors on lower price. Concern-
ing the combinations of target market dimension
and marketing competence dimensions consist-
ent connections that would apply in all countries
were not observed, however logical connections
within countries were found.

Strategic marketing decision variables charac-
terising different countries were analyzed by dis-
criminant analysis and the results confirmed that
the Finnish sawmills differ from the sawmills in
Western North America. The Finnish sawmills
are more customer-oriented than sawmills from
Western North America. Furthermore, it was con-
firmed that the sawmills in the Western USA are
the most commodity product-oriented, however
they feel that they possess more marketing com-
petence over competitors than sawmills in Fin-
land and BC, Canada.

5.4.4 Relationship between generic competitive
strategy and marketing strategy

The relationships between marketing strategy and
generic competitive strategies that were discussed
on the theoretical level were also analyzed with
empirical data. The relationships were analyzed
by calculating the relative location of each com-
petitive strategy type or combination of types on
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each dimension of marketing strategy.

The relationships between the generic compet-
itive strategies and core dimensions (target mar-
ket and product dimensions) of marketing strate-
gy are verified according to assumptions on an
aggregate level. However, there are differences
between countries in how well the relationships
evolve. The relationships in the Finnish sawmills
appear to be the most clear with both product and
target market dimensions, i.e. companies apply-
ing differentiation and focus strategy are empha-
sizing custom-made and specialty products and
companies applying focus strategy are targeting
to few customer groups and market areas. In the
Western US sawmills the relationships work well
with the product dimension and are fairly ration-
al concerning the target market dimension. The
relationships appear to be the least satisfactory in
British Columbia, Canada.

The relationships between generic competi-
tive strategies and marketing competence dimen-
sions of marketing strategy are not as clear as are
the connections with the core dimensions of mar-
keting strategy. Thus a discriminant analysis was
made to find out which strategic marketing deci-
sions characterize generic competitive strategies
and which strategic marketing decisions separate
the companies applying different generic com-
petitive strategies. The results show very clear
separation of the three different pure competitive
strategy types. The nature of the differences be-
tween generic competitive strategies regarding
the original strategic marketing variables even
more clearly validate the assumptions made about
this relationship in Section 2.4.3, i.e. cost leader-
ship is characterized by commodity products and
many customers and market areas whereas focus
and differentiation strategies are characterized
by custom-made and specialty products and ad-
ditionally focus is characterized by few custom-
ers and market areas.

5.4.5 Connections between marketing strategy
and marketing structures and functions

Strategies are followed by structures and struc-
tures by functions. The implementation of strate-
gies requires certain marketing structures and
the marketing strategies can only be realized
through marketing functions. The marketing strat-
egy of a company can be seen in the actual
execution of daily marketing functions. The ex-
amination of the connections between marketing
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strategies and marketing structures and functions
is important when seeking additional validation
for the used operationalization of the marketing
strategy concept and to investigate the logic of
marketing planning. If rational connections can
be found, they give additional support for the
validity of the used operationalization of strate-
gy concept.

Marketing structures were measured with the
amount of marketing personnel and export dis-
tribution channels. The most logical was the con-
nection between the product dimension of mar-
keting strategy and the average number of mar-
keting personnel per 1000 m?, i.e. marketing of
custom-made and specialty products is charac-
terized by a higher number of marketing person-
nel than marketing of commodities. Also the
connection between the target market dimension
of marketing strategy and the number of market-
ing personnel is rational, i.e. emphasizing many
customers and markets requires relatively more
marketing personnel than targeting to few cus-
tomers and markets.

Concerning the connections between the prod-
uct dimension and personal contacts it was ob-
served that intermediate parties of marketing
channel were the main targets of personal con-
tacts regardless of the emphasis on the product
dimension. However, sawmills emphasizing cus-
tom-made and specialty products are targeting
more of the personal contacts towards industrial
end-users than sawmills emphasizing commodi-
ties in all countries.

The connections between collection of market
information and the product dimension of mar-
keting strategy are very rational. Emphasis on
custom-made and specialty products is charac-
terized by more intense collection of marketing
information and higher average number of mar-
keting research projects per 1000 m* than em-
phasis on commodity products. The connections
between the target market dimension of market-
ing strategy and collection of market informa-
tion are rational concerning the sources of mar-
ket information and the number of marketing
research projects. Sawmills emphasising selec-
tive target markets use more other sources of
market information than sales contacts, and do
relatively more marketing research projects than
sawmills emphasizing unselective target mar-
kets.

Marketing communication in terms of average
investment in advertising and promotion per m?
and allocation of advertising expenses was ra-
tionally connected with the product dimension in
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the Western USA and Finland. Sawmills empha-
sizing commodity products are characterized by
a higher investment on average per m® in adver-
tising and promotion than sawmills emphasizing
custom-made and specialty products. The target
market dimension of marketing strategy in all
countries was rationally connected with market-
ing communication, i.e emphasis on unselective
target markets is connected with a higher invest-
ment on average per m® in adverising and pro-
motion than emphasis on selective target mar-
kets.

Custom-made and specialty products are char-
acterized by continuous and systematic product
development in all countries, and also with high-
er average investment in R & D in the Western
USA and in BC, Canada than commodity prod-
ucts. The starting-points of product development
reveal that sawmills in Western North America
are raw material-oriented regardless of the em-
phasis on the product dimension of marketing
strategy. The most important starting point of
product development for the Finnish sawmills is
clearly customer needs, and for the sawmills
emphasising custom-made and specialty prod-
ucts even more important than for the sawmills
emphasizing commodities.

On this examination connections were found
to exist between the core dimensions of market-
ing strategy and marketing structures and func-
tions which provides additional validation for
the used operationalization of the marketing strat-
egy concept. These connections confirm a simi-
lar structure that was already observed in con-
nection with discriminant analysis, i.e. that saw-
mills from the Western USA and BC, Canada
resemble each other, while the Finnish sawmills
differ from them in many aspects.

5.4.6 Connections between generic competitive
strategy and marketing structures and
functions

Implementation of a certain competitive strategy
should be reflected to some degree in the compa-
ny’s marketing structures and functions. Some
supposedly most logical connections between
competitive strategy and marketing structures
and functions were examined. The results indi-
cate rational connections, i.e. differentiation and
focus strategy are characterized by a higher aver-
age number of marketing personnel per 1000 m?,
more intense collection of market information
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and higher average investment per m* in R & D.
These rational connections between generic strat-
egies and marketing structures and functions sup-
port the validity of the operationalization of the
competitive strategy concept.

5.5 Discussion

The objectives of this study were both theoreti-
cal and empirical. The theoretical objective was
to further develop and strengthen the theoretical
basis of marketing planning especially in the
area of marketing strategies and to clarify the
concepts associated with strategy. The theoreti-
cal background for the study is constructed by
combining theories concerning strategy and mar-
keting, but still the starting-point of this study is
based on marketing. Definitions of strategy con-
cept used in strategy research were examined
and a classification including five types of defi-
nition was made to bring some kind of order to
the jungle of definitions of strategy concept. The
different types of the definitions of strategy con-
cept are by no means exclusive, since definitions
of strategy concept are frequently presented fair-
ly vaguely in the literature and as a result of this
the analysis of different definitions of strategy
concept is always a subjective issue.

Two different kinds of strategy concepts were
chosen for the empirical analysis. The chosen
marketing strategy concept, which is more ex-
tensive than marketing strategy concepts in gen-
eral, was on a theoretical level further developed
to be more compatible with the chosen concept
of competitive strategy. This theoretical devel-
opment and clarification of the chosen market-
ing strategy concept included a presentation of a
new term marketing competence which is one of
the most significant theoretical contributions from
this study in addition to an extensive review of
the definitions of strategy concept.

The theoretical objectives of the study also
included the clarification of the operationaliza-
tions and the methods of measurement of strate-
gy concept. The investigation concerning the op-
erationalizations and measurements of strategy
concept produced theoretical material that has
both practical and theoretical importance for an-
yone planning research concerning strategies, and
a clear description of the process from the theo-
retical concepts through the operationalizations
to the measurements.

The analysis of generic competitive strategies
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revealed that the Finnish sawmills are applying
more advanced competitive strategies (focus and
differentiation) than sawmills in Western North
America. In connection with generic competi-
tive strategies it was found out that sawmills in
all countries clearly had difficulties in identify-
ing with only one competitive strategy type. The
use of a combination of generic competitive strat-
egy types has been noted on both theoretical and
empirical levels in previous studies in general
and also in forest products industry. In the saw-
mill industry it seems to be especially difficult to
concentrate on one pure competitive strategy type,
since concerning e.g. products, typically some
share of production is falling commodity prod-
ucts and in general the technical characteristics
of sawn timber are quite uniform.

The description of marketing strategies by stra-
tegic dimensions clearly showed that on both of
the core dimensions of marketing strategy —
target market and product dimensions — a more
advanced marketing strategy and on the other
hand a less advanced marketing strategy existed.
When the marketing strategies by countries were
analyzed, clear differences between different
countries could be observed. The Finnish saw-
mills were very customer oriented, i.e. focusing
on custom-made and specialty products and on
few target markets. In contrast, the sawmills in
Western North America were emphasizing more
commodity products and targeting to many tar-
get markets. These results were further confirmed
by the discriminant analysis, i.e. the same kind
of structure, separating the Finnish sawmills from
the Western North American Sawmills, was ob-
served. Furthermore, this structure was also ob-
served in some of the connections between mar-
keting strategies and marketing structures and
functions.

These results can be somewhat explained by
larger size in terms of annual production of the
companies in Western North America and espe-
cially by the domestic orientation of the saw-
mills in the Western USA. It is known that for a
large sawmill the application of advanced mar-
keting strategy or advanced competitive strategy
is not as viable as it is for a smaller sawmill.
There are also differences in the operating envi-
ronments or strategic arenas in Finland and in
Western North America. The Finnish sawmills,
while having small domestic markets, have to
survive in the fierce competition on the interna-
tional markets whereas the sawmills in Western
North America are much less dependent on ex-
port. For the sawmills in BC, Canada export
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markets in the USA are very much like the do-
mestic markets.

The results of the analysis of the internal struc-
ture of the marketing strategies and the dimen-
sions that were revealed give a very good con-
struct validity for the used operationalization of
strategy concept. The core dimensions of mar-
keting strategy (product and target market di-
mension) are the same that typically have been
described as the core decisions in any strategy.

One of the objectives of the study was to ana-
lyze the relationship between generic competi-
tive strategy and marketing strategy. The con-
nections between these two strategy concepts
were discussed on the theoretical level and tested
on the empirical level. The relationships between
the generic competitive strategies and core di-
mensions of marketing strategy are verified ac-
cording to assumptions on an aggregate level.
However, there are differences between coun-
tries in how well the relationships are estab-
lished. These relationships are confirmed by dis-
criminant analysis, which was made to obtain a
more detailed idea of which strategic marketing
decisions characterize generic competitive strat-
egies. Based on the results it can be said that
enough evidence has been found to support the
validation of the relationship between generic
competitive strategy and marketing strategy.

The connections between the core dimensions
of marketing strategy and marketing structures
and functions were analyzed to obtain additional
validation for the used operationalizations of strat-
egy concepts. It is appropriate to stress that the
objective was not to present a detailed analysis
of marketing structures and marketing functions.
The findings concerning these connections clearly
gave the additional support for the validation of
the operationalization of the strategy concepts
searched for.

One of the fundamental objectives of this study
was to produce information that would help saw-
mills in their strategic planning activities. For
management the theoretical findings of this study
provide a clear framework to better understand
concepts related to strategies and also to under-
stand and evaluate the significance of strategy in
their own company. Perhaps one of the most
important outcomes of this study seen from the
point of view of a manager is the understanding
that strategy is not necessarily a planned, pro-
active and rigid statement that should be imple-
mented no matter what happens in the environ-
ment. Instead strategy is incremental by nature,
it can also contain emergent parts that were never
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planned or intended and the ultimate objective of
strategy is to create competitive advantage over
competition. A clear strategy is a result of con-
sistent decisions and it will lead to competitive
advantage and form the recipe for a sawmill’s
success. The empirical results of the study pro-
vide valuable information of the strategies used
by large sawmills in Finland and Western North
America which should be very useful for the
managers of sawmills when considering the glo-
bal developments of sawn timber markets lately.
This kind of international comparison giving in-
formation of the strategies of competitors is im-
portant and interesting especially when develop-
ing export marketing strategies and hopefully
provokes assessments of the present marketing
strategies and initiates changes in them.

It must be emphasized that the results present-
ed in this study are not meant to be generalized to
apply to the whole sawmill industry in each data
collection area. The results are applicable only to
large sawmills in a certain area where the data
was collected from. The generalization concern-
ing large sawmills to other areas must be made
with caution. However, the response rates in
each data collection area were high and thus the
data is quite representative among large saw-
mills and also the number of observations is
quite high when compared to similar studies made
earlier.

Furthermore, there is a time difference be-
tween data collection in Finland and in Western
North America: the Finnish data was collected in
1988 and the Western North American data in
1991. The results indicated that Finnish sawmills
were applying more advanced strategies than
sawmills from Western North America already
in 1988 and thus the time difference is not con-
sidered significant with respect to the results of
this study, since it is unlikely that development
in Finland has regressed. Had the Finnish data
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also been collected in 1991, most likely the dif-
ferences between Finnish and Western North
American sawmills would have been even more
extreme.

When interpreting the results of this study it
must be kept in mind that the data was collected
by personal interviews and most of the inter-
views were held with one person within the saw-
mill. The answers then of course to some extent
reflected the thinking of one person about com-
pany’s strategy. Efforts were made to locate the
most suitable person within each company. There
is also a possible problem between the research-
er and the interviewed person if they do not
speak the same language, and if both persons are
not familiar with the terminology. Use of multi-
ple data sources within companies would have
increased the validity of the results. Further, the
multinationality in this study could cause addi-
tional problems, since there are cultural differ-
ences between North America and Finland, which
have to be kept in mind.

The results obtained in this study, broadly
speaking, support the findings from the other
studies. The structure of the measured strategy
concepts proved to be according to generally
accepted theories. The empirical results espe-
cially concerning the Finnish sawmills follow
very closely the results obtained from earlier
studies. In Western North America correspond-
ence between results is also somewhat observed,
although the number of previous studies of strat-
egy concerning the sawmill industry was quite
limited. This study increases the number by one,
but there still remain various research questions
to be explored in the strategies of sawmills. How-
ever, it is evident that the sawmill industry has to
progress and develop more sophisticated strate-
gies to be able to respond to the challenges it is
going face.
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Seloste

Markkinointilihtéinen strategia-kiisite ja sen empiirinen
testaus suurilla sahoilla

Tutkimuksen tausta ja tavoitteet

Témiin tutkimuksen lihtokohtana on tieteellinen mielen-
kiinto ja kdytannon ongelmiin perustuva informaatiotar-
ve sahateollisuudessa seki pyrkimys markkinointistrate-
gian teorian edelleen kehittimiseen. Tieteellisen mielen-
kiinnon taustalla ovat monimuotoiset strategiaa selittavat
tekijat seki strategiakdsitteen epéselvyys.

Kiytannon ongelmat 16ytyvit ldhinni Suomen sahate-
ollisuuden pitkin jatkuneista ongelmista sopeutua muut-
tuneeseen toimintaympiristoonsi. Ongelmien taustalla
ovat monenlaiset toimintaympiriston muutokset mm. asi-
akkaiden muuttuneet tarpeet, ongelmat raaka-aineen han-
kinnassa ja yhi kiristyvi kilpailu. Sahateollisuutta voi-
daan pitdd kypsini toimialana, ja tilloin selkein strategi-
an merkitys korostuu entisestiin. Suomen, kuten myds
Pohjois-Amerikan sahateollisuuden, ongelmat eivit ole
ainoastaan ulkokohtaisia, vaan ne ovat myds osittain sa-
hateollisuuden itsensi aiheuttamia ja johtuvat raaka-aine-
ja tuotantolihtdisesti ajattelusta liiketoiminnassa.

Sahateollisuuden strategiatutkimuksesta puuttuvat kan-
sainviliset vertailut ja my0s strategiatutkimusten maari
on kohtalaisen vihiinen. Tilldisten kansainvilisten stra-
tegiatutkimusten tarkeys lisddntyy jatkuvasti, silld saha-
teollisuudesta on tullut maailmanlaajuista liiketoimintaa.

Tutkimuksen ensisijaisena tavoitteena on tuottaa tie-
toa, joka auttaa sahateollisuutta strategisessa suunnitte-
lussa ja vahvistaa ndin sen kilpailukykyd. Tutkimuksen
teoreettisina tavoitteina on kehittaa ja vahvistaa markki-
noinnin suunnittelun, erityisesti markkinointistrategioi-
den, teoreettista pohjaa ja selventaa strategiakasitteistoa.
Tutkimuksen yksityiskohtaisina teoreettisina tavoitteina
ovat:

1. Analysoida strategiatutkimuksessa kaytettyji strate-
giakasitteitd

2. Selventii strategiatutkimuksessa kiytettyji operatio-
nalisointeja ja mittausmenetelmii.

3. Analysoida markkinointistrategian ja kilpailustrate-
gian suhdetta.

Tutkimuksen empiirisend tavoitteena on tuottaa infor-
maatiota suomalaisen ja pohjoisamerikkalaisen sahateol-
lisuuden eroista markkinointistrategioiden ja kilpailustra-
tegioiden suhteen. Tutkimuksen yksityiskohtaisina em-
piirisini tavoitteina ovat:
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1. Kuvata Suomen ja lintisen Pohjois-Amerikan suur-
ten sahojen markkinointistrategioita ja identifioida
kullekin maalle tyypillisid strategisia markkinointi-
piitoksi.

2. Kuvata Suomen ja lantisen Pohjois-Amerikan suur-
ten sahojen kilpailustrategioita ja identifioida kulle-
kin kilpailustrategialle tyypillisid strategisia markki-
nointipaatoksia.

3. Analysoida kilpailustrategian ja markkinointistrate-
gian yhteyksia.

4. Etsid kutakin markkinointistrategiaa luonnehtivat
markkinoinnin rakenteet ja toimenpiteet.

5. Etsid kutakin kilpailustrategiaa luonnehtivat markki-
noinnin rakenteet ja toimenpiteet.

Tutkimuksen teoreettiset puitteet

Tutkimuksen teoreettinen tausta rakentuu siten, ettd yh-
distetaan markkinointi- ja strategiateorioita. Tarkoitukse-
na on kehittdi laaja perustelu strategiakasitteiden valin-
nalle empiirisid analyyseja varten. Strategisen suunnitte-
lun kehitystd kuvataan viimeisen 40 vuoden ajalta ja
kasitellddan myos strategian ja markkinoinnin suhdetta.
Kohtalaisen laaja analyysi kirjallisuudesta 16ytyvisti eri-
laisista strategiakdsitteistd tehdain jakamalla nima kisit-
teet viiteen tyyppiin. Taman analyysin tuloksena voidaan
havaita, ettd strategiakisite on kehittynyt viimeisen 30
vuoden aikana suunnittelu-orientoituneesta kasitteesti kil-
pailuetukeskeiseksi kasitteeksi. Muutamat avainpaatok-
set ovat kuitenkin sdilyttineet paikkansa strategiakasit-
teiden médritelmissd, nimittdin paatokset siitd mitd mark-
kinoita palvellaan ja miti tuotteita tarjotaan.

Tassi tutkimuksessa valitaan kaksi erilaista strategia-
kasitettd. Kilpailustrategia mitattiin Porterin (1980) mal-
lilla, joka puolustaa paikkaansa johtavana kilpailustrate-
giamallina. Toinen valittu strategiakisite on Juslinin (ks.
Juslin ja Tarkkanen 1987) markkinointistrategia, jossa
strategian katsotaan muodostuvan tuote-, asiakas-, mark-
kina-alue ja kilpailuetupaatoksista. Juslinin markkinoin-
tistrategiakdsite on laajempi kuin tyypilliset markkinoin-
tistrategiakasitteet, koska Juslinin markkinointistrategia
on hierarkisesti samalla tasolla kuin yhtymistrategia. Se
on mydés rakennettu operationalisointiensa avulla helpos-
ti mitattavaksi, ja yksi sen eduista on strategian jako
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komponentteihin/strategisiin paitoksiin. Tissi yhteydes-
sé esitellddn my6s uusi termi markkinoinnin menestyste-
kija.

Strategian mittaamisen edellytykseni on, etti srategia
on operationalisoitu. Tutkimuksessa esitelldén erilaisia
strategian operationalisointitapoja. Operationalisointia
seuraa loogisesti mittauksen ongelma, ja tihin liittyen
tutkimuksessa esitellddn yleisimpii strategian mittauk-
sessa kiytettyja lihestymistapoja. Tarkemmin esitetiin
tassd tutkimuksessa kiytettavien strategiakisitteiden ope-
rationalisoinnit ja tehdain hypoteeseja kahden kiytetyn
strategiakasitteen yhteyksisti. Tutkimuksen empiiristi
toteutusta ohjaava yksityiskohtainen viitekehys ja muut-
tujavalinnat esitetdin luvussa 2.7.

Aineisto ja analyysit

Tutkimuksen kohteena ovat suuret sahat Suomessa ja
Pohjois-Amerikan lansiosassa, eli USA:n lnsiosassa ja
Kanadan Brittildisessi Kolumbiassa. Aineisto kerittiin
kahdessa vaih Suomen on kerisi Sirkka-Lii-
sa Rinta pro gradu-tyonsi yhteydessi 1988, ja Pohjois-
Amerikan aineiston kerisi kirjoittaja 1991. Haastattelut
tehtiin henkilokohtaisina haastatteluina strukturoidulla
kysymyslomakkeella, ja tavoitteena oli totaaliaineisto
kunkin alueen suurimmista sahoista.

Lopulliseen populaatioon sisaltyi 118 sahaa, joista haas-
tattelu suoritettiin 102 sahan kanssa ja vastausprosentiksi
tuli 86%. Haastateltujen sahojen tuotanto edusti 71%
Suomen tuotannosta, 58% USA:n linsiosan tuotannosta
ja 77% Kanadan Brittildisen Kolumbian tuotannosta. Tuo-
tantoluvut Suomen osalta ovat vuodelta 1987 ja Pohjois-
Amerikan osalta vuodelta 1990.

Tilastollisina menetelmini kiytetiin keskiarvoja ja ja-
kaumia aineiston kuvauksessa, paitsi markkinointistrate-
gian osalta. Markkinointistrategiaa kuvataan muuttujien
yhteisvaihtelun analyysiin perustuvien strategiadimensi-
oiden avulla. Yhteisvaihtelun analysointiin kiytetaan fak-
torianalyysié ja jatkoanalyyseji varten lasketaan myos
faktoripistemuuttujat. Eri maita ja kilpailustrategioita luon-
nehtivien strategisten markkinointipaatosten analyysissi
kiytetdan erotteluanalyysii. Strategioiden ja markkinoin-
nin rakenteiden ja toimenpiteiden vilisia yhteyksii tutkit-
taessa kaytetddn ristiintaulukointia.

Tutkimuksen tulokset
Tutkitut yritykset
Sahat lintisessi Pohjois-Amerikassa ovat vuosittaisen tuo-

tantoméédranséd suhteen huomattavasti isompia kuin suo-
malaiset sahat. Tuotannon rakenne oli keskiméirin sa-
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manlainen kaikissa maissa eli noin kaksikolmasosaa tuo-
tannosta oli vakiotuotteita, Suomessa jopa hieman enem-
minkin. Suomalaiset ja kanadalaiset sahat olivat erittiin
vientiorientoituneita kun taas amerikkalaiset sahat olivat
suuntautuneet kotimarkkinoille. Yritystyypiltién yleisim-
pid olivat Suomessa ja Kanadassa metsiteollisuustuottei-
ta tuottavaan integraattiin kuuluneet sahat kun taas
USA:ssa yleisimpid olivat yritykset joilla oli useampia
sahoja.

Kilpailustrategiat

Kilpailustrategia mitattiin Porterin (1980) kolmella stra-
tegiatyypilld. Vastaajista vain 22% pystyi identifioimaan
yrityksen kéyttamin strategian puhtaasti yhteen kilpai-
lustrategiatyyppiin ja 78% vastaajista ilmoitti ettd yrityk-
sen strategiassa on piirteitd useammasta kuin yhdesti
kilpailustrategiatyypisti. Timin seurauksena tehtiin uusi
luokitus, joka sisaltaa kolme puhdasta kilpailustrategiaa
ja kolme eri kilpailustrategioiden yhdistelmaa.

Suomessa ja Kanadan Brittildisessd Kolumbiassa ovat
differointi- ja keskittymisstrategiat ja Linsi-USA:ssa dif-
ferointi- ja kustannusjohtajuusstrategiat yleisimpia. Uu-
dessa luokittelussa yhdistelmastrategioiden osuus on noin
viidennes jokaisessa maassa. Sahat, jotka noudattavat dif-
ferointi- ja keskittymisstrategioita ovat keskiméérin pie-
nempié ja vientiorientoituneempia kuin kustannusjohta-
jat.

Markkinointistrategiat

Tissi tutkimuksessa sovellettavan markkinointistrategia-
kisitteen mukaan strategia muodostuu strategisten pi-
tosten yhteisvaikutuksesta, miki edellyttdd, etti strategi-
set padtokset on analysoitava samanaikaisesti. Tdma yh-
teisvaihtelun analysointi tehtiin faktorinalyysill. Tutki-
muksessa tehtiin kaksi erillistid faktorianalyysid, joista
toisessa olivat mukana tuote-, asiakas- ja markkina-alue-
péitokset ja toisessa markkinoinnin menestystekijipaa-
tokset. Kahden erillisen faktorianalyysin kéytté on perus-
teltua korrelaatiomatriin tarkastelun pohjalta seki teo-
reettisen merkitsevyytensi puolesta.

Ensimmiisessi faktorianalyysissi tulkinnallisesti yk-
sinkertaisin ja teoreettisesti merkitsevin oli kahden fakto-
rin ratkaisu. Ndmi dimensiot nimettiin kohdemarkkina-
ja tuotedimensioiksi. Toisessa faktorianalyysissi valittiin
kolmen faktorin ratkaisu ja dimensioiden nimiksi tuli:
markkinoinnin tehokkuus, henkilokohtaiset kontaktit ja
hinta. Tutkimuksen reliabiliteetti arvioitiin faktoriana-
lyysien yhteydessid Tarkkosen (1987) esittamilli mene-
telmilli ja reliabiliteetti oli tyydyttivi kaikkien faktorei-
den osalta. Kiytetyn markkinointistrategian rakennevali-
diteetti voidaan mydskin arvioida faktorianalyysin yhtey-
dessd. Hyvin vahvaa tukea rakennevaliditeetin puolesta
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saatiin ensimmaisesti faktorianalyysistd ja myds jossain
madrin toisesta faktorianalyysista.

Sahojen sijoittuminen niill straegiadimensioilla ana-
lysoitiin maittain ja suomalaiset sahat painottivat eniten
selkedsti madriteltyja asiakasryhmid ja harvoja markki-
na-alueita seki asiakas- ja erikoistuotteita. Markkinoin-
nin tehokkuus -dimensiolla USA:n linsiosan sahat tunte-
vat olevansa paremmassa asemassa kilpailijoidensa suh-
teen kuin sahat muissa maissa. Henkilokohtaisten kon-
taktien suhteen suomalaiset ja USA:n ldnsiosan sahat
tuntevat olevansa paremmassa asemassa kuin sahat Brit-
tildisessa Kolumbiassa verratessaan itsedn kilpailijoihin-
sa. Alhaisimman hinnan suhteen parhaimmassa asemassa
tuntevat olevansa sahat lintisessi Pohjois-Amerikassa.

Markkinointistrategian dimensioiden yhdistelmisti koh-
demarkkina- ja tuotedimensioiden osalta selvin yhteys on
suomalaisilla sahoilla. Asiakas- ja erikoistuotteet liittyvit
selkedsti keskittymiseen madriteltyihin asiakkaisiin ja
harvoihin markkina-alueisiin. Tuotedimension ja mark-
kinoinnin menestystekiji -dimensioiden osalta selkeim-
mit yhteydet 16ytyivit henkilokohtaiset kontaktit- ja hinta-
dimension osalta. Sahat jotka keskittyvit asiakas- ja eri-
koistuotteisiin tuntevat olevansa paremmassa asemassa
henkilokohtaisten kontaktien suhteen kuin kilpailijat. Sa-
hat jotka keskittyvit vakiotuotteisiin taas tuntevat ole-
vansa paremmassa asemassa Kilpailijoihin nahden alhai-
semman hinnan osalta. Kohdemarkkinadimension ja mark-
kinoinnin menestystekija -dimensioiden vililla ei 16yty-
nyt selkeitd yhteyksid, jotka olisivat voimassa kaikissa
maissa, joskin loogisia yhteyksia maittain 16ytyi.

Erotteluanalyysilla pyrittiin selvittimain strategisia
markkinointipaatoksid, jotka luonnehtivat eri maita ja
tulokset vahvistivat kasitystd, ettd suomalaiset sahat ovat
asiakaslahtoisempii kuin sahat lintisessd Pohjois-Ameri-
kassa. Lisdksi erotteluanalyysi vahvisti kasitystd, ettd
USA:n lansiosan sahat ovat vakiotuoteorientoituneimpia
ja toisaalta ko. sahat tuntevat olevansa paremmassa ase-
massa kilpailijoihin nahden markkinoinnin menestyste-
kijoiden suhteen kuin sahat Suomessa tai Kanadan Britti-
ldisessd Kolumbiassa.

Kilpailustrategian ja markkinointistrategian
yhteydet

Kilpailustrategian ja markkinointistrategian yhteydet, joita
kisiteltiin teoreettisella tasolla luvussa 2.4.3 analysoitiin
myds empiiriselld aineistolla. Yhteyksié tarkasteltiin kil-
pailustrategiatyyppien tai niiden yhdistelmien sijainnin
suhteen kullakin markkinointistrategian dimensiolla.
Yleiselld tasolla kilpailustrategian ja tuote- ja kohde-
markkinadimensioiden yhteydet toteutuivat olettamusten
mukaan, mutta maittain tarkasteltuna eroja on havaitta-
vissa. Yhteydet toteutuvat selvimmin suomalaisilla sa-
hoilla, differointi- ja keskittymisstrategiaa noudattavat
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sahat keskittyvit asiakas- ja erikoistuotteisiin, ja sahat,
jotka noudattavat keskittymisstrategiaa, suuntaavat har-
voihin asiakasryhmiin ja markkina-alueisiin. USA:n ldn-
siosassa ko. yhteydet toteutuvat hyvin tuotedimension
osalta ja jossain méirin my6s kohdemarkkinadimension
osalta. Vihiten tyydyttivisti yhteydet toteutuvat Kana-
dan Brittildisen Kolumbian sahoilla.

Yhteydet kilpailustrategioiden ja markkinoinnin me-
nestystekijoiden suhteen eivit ole yhtd selkeitd kuin edel-
liset. Erotteluanalyysilld pyrittiin selvittimaan viela yksi-
tyiskohtaisemmin, mitkd markkinoinnin strategiset paa-
tokset luonnehtivat eri kilpailustrategioita ja mitka erotta-
vat Kilpailustrategiat toisistaan. Tulokset osoittavat, ettd
kilpailustrategiat eroavat hyvin selkedsti toisistaan. Kus-
tannusjohtajuutta luonnehtivat vakiotuotteet, monet asi-
akkaat ja markkina-alueet, kun taas keskittymis- ja diffe-
rointistrategioita luonnehtivat asiakas- ja erikoistuotteet.
Keskittymisstrategiaa luonnehtii vield lisdksi harvat asi-
akkaat ja markkina-alueet. Nami erot kilpailustrategioi-
den vililld osoittavat hyvin selvisti kappaleessa 2.4.3
tehdyt hypoteesit valideiksi.

Markkinointistrategian yhteydet markkinoinnin
rakenteisiin ja toimenpiteisiin

Strategioita seuraavat rakenteet ja rakenteita toimenpi-
teet. Strategioiden toteuttaminen vaatii tietynlaisia mark-
kinoinnin rakenteita ja strategioita toteutetaan markki-
nointitoimenpiteiden avulla. Yhtion markkinointistrate-
gia ilmentyy piivittiisten markkinointitoimenpiteiden to-
teuttamisessa. Markkinointistrategian ja markkinoinnin
rakenteiden ja toimenpiteiden vilisten yhteyksien tutki-
minen on tirkeid, silld jos yhteyksii 16ytyy ne validoivat
kaytetyn markkinointistrategiakisitteen ja sen operatio-
nalisoinnin.

Markkinoinnin rakenteita mitattiin markkinointihenki-
16ston maarilla ja viennin jakelukanavilla. Loogisin oli
yhteys markkinointistrategian tuotedimension ja keski-
madraisen markkinointihenkiloston maéran per 1000 m?
vililld. Asiakas- ja erikoistuotteiden markkinointi vaatii
suhteellisesti enemmin markkinointihenkilostod kuin va-
kiotuotteiden markkinointi. My6s kohdemarkkinadimen-
sion osalta looginen yhteys toteutuu, eli keskittyminen
moniin asiakkaisiin ja markkina-alueisiin vaatii suhteelli-
sesti enemmin markkinointihenkilostod kuin keskittymi-
nen harvoihin asiakkaisiin ja markkina-alueisiin.

Tuotedimension ja henkilokohtaisten kontaktien vili-
sistd yhteyksistd voidaan todeta, ettd markkinointikana-
van vilijasenet olivat ko. kontaktien padasiallisin kohde-
ryhmi huolimatta painotuksista eri tuotedimensiolla. Toi-
saalta kuitenkin kaikissa maissa sahat, jotka keskittyvit
asiakas- ja erikoistuotteisiin kohdistavat enemmin henki-
lokohtaisia kontakteja teollisiin loppukayttdjiin kuin va-
kiotuotteisiin keskittyvit sahat.
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Markkinainformaation hankinnan ja tuotedimension vi-
lisestéd selvastd yhteydestid voidaan todeta, etti keskitty-
mistd asiakas- ja erikoistuotteisiin luonnehtii intensiivi-
sempi markkinainformaation keriys ja suhteellisesti kor-
keampi lukumiira markkinatutkimuksia per 1000 m? kuin
vakiotuotteisiin  keskittyjia. Kohdemarkkinadimension
osalta loogiset yhteydet toteutuvat markkinainformaation
lihteiden osalta sekd markkinatutkimusprojektien mii-
rin suhteen, eli sahat, jotka valikoivat kohdemarkkinoi-
taan, kiyttdvit enemmin muita lihteitd kuin myyntikon-
takteja seki tekevit suhteellisesti enemmin markkinatut-
kimusprojekteja.

Suomessa ja USA:n lansiosassa sahoja, jotka keskitty-
vit vakiotuotteisiin, luonnehtivat suuremmat investoinnit
mainontaan ja tiedotukseen per 1000 m* kuin sahoja,
jotka keskittyvit asiakas- ja erikoistuotteisiin. Kohde-
markkinadimension ja markkinointikommunikaation vi-
lilld on looginen yhteys kaikissa maissa. Sahat, jotka
eivit ole valikoivia kohdemarkkinoiden suhteen, inves-
toivat suhteellisesti enemmin mainontaan ja tiedotuk-
seen kuin sahat, jotka ovat valikoivia kohdemarkkinoi-
densa suhteen.

Verrattuna vakiotuotteisiin keskittyviin sahoihin asia-
kas- ja erikoistuotteisiin keskittyvia sahoja luonnehtivat
jatkuva ja systemaattinen tuotekehitys kaikissa maissa ja
suuremmat suhteelliset investoinnit tutkimus- ja kehitys-
tyohon USA:n lansiosassa ja Kanadan Brittildisessid Ko-
lumbiassa. Tuotekehityksen ldhtokohdat osoittavat, ettd
sahat lantisessd Pohjois-Amerikassa toimivat raaka-aine-
lihtoisesti huolimatta painotuksista markkinointistrategi-
an tuotedimensiolla. Suomalaisilla sahoilla asiakkaiden
tarpeet ovat tuotekehityksen tirkein lihtokohta erityisesti
asiakas- ja erikoistuotteita painottavilla sahoilla.

Markkinointistrategioiden kahden paidimension (tuo-
te- ja kohdemarkkinadimension) ja markkinoinnin raken-
teiden ja toimenpiteiden yhteyksien tutkiminen osoitti,
ettd yhteyksid on olemassa, mikéd antaa tukea kiytetyn
markkinointistrategiakisitteen ja sen operationalisoinnin
validiteetille.

Kilpailustrategian yhteydet markkinoinnin
rakenteisiin ja toimenpiteisiin

Tietyn kilpailustrategian noudattaminen heijastuu jossain
midrin yrityksen markkinoinnin rakenteisiin ja toimenpi-
teisiin. Erdita loogisimmiksi oletettuja yhteyksid analy-
soitiin ja tulosten perusteella ne toimivat. Differointi- ja
keskittymisstrategiaa luonnehtivat keskimaérin suurempi
markkinointihenkiloston midrd per 1000 m?, intensiivi-
sempi markkinainformaation keriys ja keskiméirin suu-
remmat investoinnit per m* tutkimukseen ja kehitystyo-
hon. Nama loogiset yhteydet antavat tukea kiytetyn kil-
pailustrategiakasitteen operationalisoinnin validiteetille.
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Tutkimuksen tulosten tarkastelu

Tutkimuksen teoreettisessa taustassa yhdistyvit teoriat
sekd markkinoinnin etti strategioiden alueelta, mutta tut-
kimuksen peruslihtokohtana on kuitenkin markkinointi.
Strategiatutkimuksessa kiytettyji strategiakisitteitd ana-
lysoitiin ja timén analyysin pohjalta kehitettiin luokitte-
lu, joka sisiltaa viisi strategiakasitteen tyyppid. Luokitte-
lun tarkoituksena oli selventii strategiakisitetti. Eri stra-
tegiatyypit eivit ole kuitenkaan toisiaan poissulkevia,
koska strategiakisitteiden madrittelyt on usein esitetty
varsin epéselvisti ja timan seurauksena strategiakasittei-
den analysointi on aina subjektiivista.

Kaksi erilaista strategiakisitettd valittiin empiiriseen
analyysiin. Valittua markkinointistrategiakasitettd, joka
on laaja-alaisempi kuin markkinointistrategiakasitteet
yleensd, kehitettiin teoreettisella tasolla yhteensopivam-
maksi Kilpailustrategian kisitteen kanssa. Tihin teoreet-
tiseen markkinointistrategian kehittimiseen ja selventi-
miseen sisaltyi my6s uuden termin markkinoinnin me-
nestystekija esittely, mika on timin tutkimuksen merkit-
tdvimpdi teoreettista antia strategiakisitteiden madritte-
lyjen analysoinnin ohella.

Tutkimuksen teoreettisiin tavoitteisiin kuului myos stra-
tegiakasitteen operationalisoinnin ja mittaamisen selven-
timinen. Operationalisoinnin ja mittaamisen analyysin
tuloksena oli teoreettista materiaalia, joka on kéytiannolli-
sessd ja teoreettisessd mielessi tirkeda kenelle tahansa,
joka suunnittelee tutkimusta strategioista. Tutkimuksessa
tuotettiin myos varsin selked kuvaus prosessista; teoreet-
tisista kasitteistd operationalisoinnin avulla mittaamiseen.

Kilpailustrategioiden analyysi osoitti, ettd suomalaisil-
la sahoilla on edistyksellisemmat kilpailustrategiat (dif-
ferointi ja keskittyminen) kuin sahoilla Pohjois-Ameri-
kan linsiosassa. Mitattaessa kilpailustrategioita sahoilla
kaikissa maissa tuntui olevan vaikeuksia identifioitua vain
yhden kilpailustrategiatyypin kanssa. Kilpailustrategioi-
den yhdistelmii on teoreettisella ja empiriiselld tasolla
16ydetty myds aikaisemmissa tutkimuksissa. Sahateolli-
suudessa keskittyminen puhtaasti yhteen kilpailustrategi-
aan tuntuu olevan erityisen vaikeaa, silla esimerkiksi tuot-
teiden suhteen tyypillisesti aina osa tuotannosta on lanke-
avia vakiotuotteita. Yleiselld tasolla myds sahatavaran
tekniset ominaisuudet ovat hyvin yhteniisia tuottajasta
riippumatta.

Markkinointistrategian kuvaus dimensioittain osoitti,
ettd molemmilla perusdimensioilla— kohdemarkkina- ja
tuotedimensio — esiintyy selvisti toisaalta hyvin edis-
tyksellinen strategia ja toisaalta vihemmin edistykselli-
nen strategia. Selvid eroja maitten vililld havaittiin tutkit-
taessa markkinointistrategioita maittain. Suomalaiset sa-
hat ovat hyvin asiakasldhtoisia eli ne keskittyvit asiakas-
ja erikoistuotteisiin ja harvoille kohdemarkkinoille. Sen
sijaan Pohjois-Amerikan linsiosan sahat painottavat enem-
min vakiotuotteita ja monia kohdemarkkinoita. Nama
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tulokset vahvistuivat erottelualyysissi.

Nima tulokset selittyviit osittain Pohjois-Amerikan lin-
siosan sahojen suuremmalla vuosituotannolla ja erityi-
sesti lintisen USA:n sahojen kotimaa-orientoituneisuu-
della. Pienempi saha pystyy toimimaan joustavammin ja
tasta johtuen edistyksellisemmin markkinointi- tai kil-
pailustrategian noudattaminen on helpompaa pienemmille
sahalle kuin suursahalle. Eroja on myds suomalaisten ja
pohjoisamerikkalaisten sahojen toimintaympiristdissi ja
strategisissa areenoissa. Suomalaisten sahojen on, koti-
markkinoiden pienuuden vuoksi, pystyttiva selviimiin
kovassa kansainvilisessi kilpailussa, kun taas sahat USA:n
linsiosassa ja Kanadan Brittildisessd Kolumbiassa ovat
keskimairin vihemmin riippuvaisia viennistd. Kanadan
Brittildisen Kolumbian sahoille vienti USA:han on lihes
samanlaista kuin myynti kotimaahan.

Markkinointistrategian sisaisen rakenteen analyysi vah-
vistaa olettamusta kiytetyn markkinointistrategiakisitteen
ja sen operationalisoinnin validiteetista. Markkinointistra-
tegian perusdimensiot ovat samat, jotka tyypillisesti ku-
vataan ydinpaitoksiksi missi tahansa strategiassa.

Yksi tutkimuksen tavoitteista oli analysoida kilpailustra-
tegian ja markkinointistrategian yhteytta. Ndiden kahden
strategiakdsitteen yhteyttd analysoidaan teoreettisella ja
testataan empiiriselld tasolla. Yhteydet kilpailustrategian
ja markkinointistrategian perusdimensioiden kanssa to-
teutuvat tehtyjen olettamusten mukaan yleiselld tasolla.
Maiden vililld on kuitenkin eroja olettamusten toteutu-
misessa. Nami yhteydet vahvistuvat myos erotteluanalyy-
d, jossa selvitettiin, mitké strategiset markkinointi-
paatokset luonnehtivat kilpailustrategioita. Tulosten pe-
rusteella voidaan sanoa, etti tarpeeksi todisteita 10ytyy
tukemaan kilpailustrategian ja markkinointistrategian yh-
teyden validiteettia.

Markkinointistrategian ja markkinoinnin rakenteiden
ja toimenpiteiden yhteyksia analysoitiin strategiakasittei-
den operationalisointien validoimiseksi. On tarkoituksen-
mukaista korostaa, ettd tavoitteena ei ollut yksityiskoh-
taisesti analysoida markkinoinnin rakenteita ja toimenpi-
teitd. Tulokset naistd yhteyksistd antavat selvasti lisa-
tukea strategiakdsitteiden operationalisointien validitee-
tille.

Tutkimuksen yhtend perustavoitteena oli tuottaa infor-
maatiota, joka auttaisi sahateollisuutta strategisessa suun-
nittelussa. Liikkeenjohdon kannalta tutkimuksen teoreet-
tiset tulokset tuottavat selkein viitekehyksen strategiaan
liittyvien kasitteiden ymmartdmiseen ja myos strategian
merkityksen ymmirtamiseen ja arviointiin omassa yri-
tyksessd. Yksi tutkimuksen tirkeimmistd tuloksista sa-
han johtajan kannalta katsottuna on ajatus siitd, etta stra-
tegia ei vilttamitta ole etukiteen suunniteltu jaykka lau-
suma, jota taytyy toteuttaa ympiriston muutoksista huoli-
matta. Strategia voi sisiltid myos osia, joita ei ole etuki-
teen suunniteltu ja strategian lopullinen tavoite on saa-
vuttaa kilpailuetu kilpailijoihin ndhden. Selked strategia
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on johdonmukaisten péitosten tulos ja johtaa kilpailu-
etuun sekd muodostaa yrityksen menestymisen perustan.
Tutkimuksen empiiriset tulokset tuottivat arvokasta in-
formaatiota suomalaisten ja Pohjois-Amerikan linsiosan
suurten sahojen strategioista, minka pitiisi olla hyodyl-
listd sahojen johtajille ajatellen sahatavaramarkkinoiden
viimeaikaisia maailmanlaajuisia tapahtumia. Tillainen
kansainvilinen vertailu, joka tuottaa informaatiota kil-
pailijoiden strategioista, on tirkeai ja kiinnostavaa erityi-
sesti vientimarkkinointistrategioita kehitettdessd, ja toi-
vottavasti se myds herittad arvioimaan nykyisid markki-
nointistrategioita ja aiheuttaa muutoksia niissa.

On korostettava, etti timin tutkimuksen tulokset eivit
ole suoraan yleistettivissi koko sahateollisuuteen kussa-
kin maassa. Tulokset ovat sovellettavissa vain suuriin
sahoihin aineiston kerdysalueilla. Yleistiminen suuriin
sahoihin muualla on tehtivi varovaisesti. Vastausprosen-
tit olivat kuitenkin korkeita, joten aineisto edustaa hyvin
suuria sahoja ja myos aineiston havaintojen méara on
kohtalaisen korkea verrattuna samantyyppisiin tutkimuk-
siin aikaisemmin.

Maittaisten aineistojen valilla on myos aikaeroa, Suo-
men aineisto keréttiin vuonna 1988 ja Pohjois-Amerikan
lansiosan aineisto vuonna 1991. Tulosten mukaan suo-
malaisilla sahoilla oli edistyksellisemmat strategiat kuin
Pohjois-Amerikan linsiosan sahoilla jo vuonna 1988 ja
on epitodennikdista, ettd kehitys Suomessa on kaantynyt
taaksepdin. Jos suomalainen aineisto olisi keratty myos
vuonna 1991, olisivat erot maiden valilld ilmeisesti olleet
vieldkin suuremmat.

Tuloksia tulkittaessa on tava, etta aineisto ke-
rittiin henkilokohtaisilla haastatteluilla ja useimmat haas-
tatteluista tehtiin yhden henkilon kanssa. Vastaukset hei-
jastelevat titen yhden henkilon ajatuksia yhtion strategi-
asta. Kustakin yhtiosta pyrittiin 10ytiméaan sopivin henki-
16 vastaajaksi. Ongelmia saattaa aiheutua my®s jos tutkija
ja haastateltava eivit puhu samaa kieltd eli eivit tunne
terminologiaa. Useimpien tietolihteiden kaytto yhtidissa
olisi lisannyt tutkimuksen tulosten validiteettia. Edelleen
kulttuurierot Pohjois-Amerikan ja Suomen vililli saatta-
vat aiheuttaa ongelmia, jotka on pidettivi mielessa.

Yleisesti ottaen tamén tutkimuksen tulokset tukevat
muista tutkimuksista saatuja tuloksia. Strategiakasittei-
den rakenteet osoittautuivat mittauksissa olevan yleisesti
hyviksyttyjen teorioiden mukaisia. Empiiriset tulokset
erityisesti suomalaisten sahojen osalta ovat aikaisempien
tutkimusten tulosten mukaisia. Pohjois-Amerikan lansi-
osassa vastaavuutta aikaisempien tutkimusten kanssa oli
my0s havaittavissa, joskin aikaisempien tutkimusten méa-
rd oli kohtalaisen rajoitettu. Tama tutkimus lisda tuota
mairdd yhdelld, mutta sahojen strategioihin jaa yha mo-
nia tutkimattomia alueita. Selvdi on kuitenkin se, etti
sahateollisuuden on mentivi eteenpdin ja kehitettavi edis-
tyksellisempia strategioita pystyikseen vastaamaan tule-
vaisuuden haasteisiin.
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May 13, 1991

Dear Director of Lumber Sales and Marketing,
My name is Juha Niemeli and in conjuncnon with The Forest Products n[nd Engmecnng
Uni e

Division at the College of Forest R y of W

a survey about in the d lumber industry in Western North
America. The survey is part of my efforts to complete my Ph.D. degree. Your company
was scientifically selected from among the hundred largest softwood lumber producers in
this region. Because of the small amount of selected companies, your response to the
enclosed survey is of key importance for both to the success of this research and to the
completion of my doctoral degree and would be greatly appreciated.

The purpose of the survey is to better understand the marketing strategies used in the
lumber industry and produce i ion that may assist resp instrategic marketing
planning. The study will be cross-national comparing Western Canada and Western U.S.
The information will be collected by personal interviews. I will be contacting you in the
next two weeks to set up an interview. The questions I will ask appear in the enclosed
questionnaire. Because the survey deals with some fairly precise issues about marketing
strategies, we ask you to forward this questionnaire to the person who is responsible for
the planning of lumber marketing strategies in your company.

This survey has been designed for easy completion. For the survey results to be reliable,
Ineed a high rate of response, so your answers are crucial. I would appreciate if you could
spare about one hour of your time so I could meet personally with you and review the
questions.

The results of the study will be a, ated and presented only on a industry basis so that
individual firms cannot be ldcngtg';f Aumspjry_;;_am_mngumnﬁdg:nyﬂ You will
receive a copy of the study report by checking the appropriate box in the last question.

Thank you in advance for your cooperation and help!
Sincerely,

Juha S. Niemeld

Research Assistant

Forest Products Marketing
Tel. (206) 685-2338

Enclosure

University of Washington
College of Forest Resources
Seattle, Washington

QUESTIONNAIRE: MARKETING STRATEGIES OF LARGE WESTERN
NORTH AMERICAN SOFTWOOD LUMBER

PRODUCERS
Name of the company:
Name of the respond
Title of the respond
1. What was your company’s softwood production, export and sales volumes in the

Northwest (WA, OR and Northern CA) in 19907

Production volume MBF
Export volume MBF
Sales revenue $ 000

2.Is your company’s sawmilling business:

a. Single sawmill )
b. Multiple sawmills ()*
c. Multiple sawmills integrated with forest () o
products producer (sawn products plus pulp,
paper or panels)

* If your firm has multiple sawmills (b. or c. above), please rank the degree of freedom
the sawmills have in strategic planning.

Each site conducts All strategic planning
its own strategic 1 2 3 4 5  is done at corporate
planning headquarters

T P S e . e b b

For the following questions:
- Commodity products are lumber manufactured to standard lumber sizes according to
ALS standards.

Sm.ny_mu differ from lradmonal lumber in drying, grading, lengths and/or
ions or in level of val d. (For, le: lumber cut to special
sizes/lengths, treated, stress grnded ﬁnger joint, or specially kiln dried lumber)

« Custom-made products are manufactured accurdmg to lhe nceds of a specific

customer. Customer needs are taken into and the
end-user of ocrmn lumber is alrcady known when lumbcr is produced. (For example:
F window p duced for specific 3)
3. How was your production divided b following product groups in 1990 and
what do you anticipate it to be in 19957
1990 1995 1990 1995
Commodity products ____ % ___ %, Export proportion % %
Specialty products ___ % ___ %, Export proportion =%
Custom-made products ____ % ____ %, Export proportion % %
Total 100% 100 %

Please define your specialty and cust de prod by highest volume in 1990:

Our specialty products are:

Our custom-made products are

4. What was your approximate sawmill capacity utilization and Lumber Recovery
Factor in 19907
Capacity utilization _______ %
Lumber Recovery Factor

5. Most important export countries and percent of export of each country in 1990?

Country of export Percent of exports in 1990

Commodity Specialty/
products custom-made products

. Canada

Japan

China (PRC)

South Korea

Lol o

Other Asia, please specify

b.

Cc.

o

United Kingdom

B

Italy

L

Other Europe, please specify

a.

b.

C.

9. Australia

10. Others, please specify

b.

C.

Totals 100 % 100 %

VS UI2IS9AN 2y ut pasn arreuuonsanb pue 1ona] uonesgnouaid oy, | xipuaddy
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6. What were your major customer types in 1990 in order of volume with 1 = largest

volume of products sold?

Examples of customer types are:

- Export trading company (domestic or foreign)
- Importers

- Lumber traders/brokers

- Window and door manufacturers
- Planing mills

- Furniture manufacturers

- Builders/Contractors

- Truss manufacturers, etc.

- Retailers

- Wholesalers

- Distributors

- Transfer within company

- Miscellaneous manufacturers

CUSTOMERS FIELD OF
OPERATION

APPROXIMATE %
OF PRODUCTION

COUNTRY

Total 100 %

Wy A—

8. Below is a list of altemative product, customer, and market area strategics.

How does each alternative correspond to the strategy in your company?

Corresponds to our company strategy:

exactly well

Product strategy emphasizes:
- Competitive commodity

products 5 4
- Specialty products 5 4
- Custom-made products 5 4
Targeted customer groups are:
- As many customer and

end-user groups as possible ) 4
- Few well-defined end-use

segments > 4
- Known end-users 5 4
Market areas are:
- As many countries/regions

as possible 5 4
- Few, well-defined

countries/regions 5 4

somewhat  poorly

not at all

7. The table below lists alternative distribution channels for export markets. Please find

the channels that your company is using and give the percentage of each channel in

1990 for dity and specialt; de prod

(For pl

alternative

1. means that your are selling a certain percent directly to industrial end-users.)

E kets Gricliing Canadal:

. Manufacturer -- Industrial end-user .......

~

Manufacturer -- Retailer -- Private end-user

=

Manufacturer -- Wholesaler -- Industrial end-user

>

Manufacturer -- Wholesaler -- Retailer -- Private end-user

t

Manufacturer -- Importer - Industrial end-user

a

Manufacturer -- Domestic agent -- Industrial end-user

~

Manufacturer -- Foreign agent -- Industrial end-user .....

© o

Manufacturer -- Company owned
overseas sales office

-~ Importer -- Industrial end-user
10. Manufacturer -- Company owned

overseas sales office
Others, please specify

Total

Manufacturer -- Company owned overseas sales office -- Ind. end-user ..

-- Retailer -- Private end-user .....

Commodity | _Specialty/
products % | Custom -made
products %
100% 100 %
-

panunuod ‘1 ddy

9. Where do you see your company positioned compared to your competitors relative to

the following company/marketing success factors?

Our company has:

Clearly in a Equal
more position
advantageous/

better position

1. Effective marketing 5 4 3
2. Customer relationships

(historic or service) 5 4 3
3. Intensive personal selling 5 4 3
4. Market share 5 4 3

5. Aggressive credit policy
(discounts, terms of

payment, pricing ranges) 5 4 3
6. Effectiveness of

marketing channel 5 4 3
7. Competitive prices 5 4 3i
8. Well known product

brand 5 4 3
9. Transportation expertise S 4 3
10. Research and

Development work 5 4 3

Clearly ina
more disadvant
ageous/worse
position

Please rank in order of importance five of the above factors that your firm emphasizes

as competitive advantages:

L) 2.0 3.0 4.0

5.()
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10. Using the descriptions provided below classify the strategy used in your company.

TYPE 1.

production costs is the main

11. Please describe how is the manager’s time within the sawmill/division on average
divided between the following operations?

« Raw material procurement %

« Production %

- Cost leadership by using economies of large scale production. Minimisation of * Marketing %
jective. Di iation of products and is « General administration —%

lop and marketing are minimized. « Other, please specify %

avoided. Costs of product

TYPE 2.

- Differentiation of products and/or services. The objective is uniqueness.
Differentiation can be based on customer service, product image, distribution and/or a

asani in

TYPE 3.

- Focus on a certain customer group, market area or product group. The company, or a
product/market area-group inside the company, builds its strategy to serve certain

ping new p

Total 100 %
12. How many full time equivalent employees do you have devoted to marketing
functions in your lumber operations?

Full time equivalent(s)

13. Has the number of marketing personnel from 1980 - 1990:

a) Increased (_), if so by what percent %
b) Stayed the same(__)
c) Decreased (_), if so by what percent %

target group as well as possible - better than competitors who are serving a broader

area. (The company can thereby achieve a cost- or differentiation advantage within a

chosen target group.)

Our pany’s strategy

If there are components in your strategy from more than one type, how it is divided

most closely to type ()

between the above described types?
Type 1 %
Type 2 %
Type 3 %
Total 100 %

14. How is the time spent by sales managers in customer contacts divided between the
following customer types?

* Retailer
* Wholesaler
» Domestic agent
« Foreign agent
« Importer —
« Industrial end-user
« Others, please specify

Total 100 %

15. How much did you invest in research and development in 1990?

Percent of sales % =$

17. In your opinion, is it possible to improve the success of North-American sawmill

18. Following is a list of research and development objectives. How are these objectives

industry by i ing into hand ion? emphasized in your company?
_ . High degree No
More investment for: Effect on the success of the industry: of emphasis emphasis
« Reduction of production 5 4 3 2 1
Significant No effect
costs
effect
* Refining existing products 5 4 3 2 1
* Technical research 5 4 3 2 1
« Developing new products 5 B 3 2 1
* Marketing research 5 4 3 2 1
« Making the production
« Skilled engineering process more efficient 5 4 3 2 1
personnel 5 4 3 2 1 (increasing recovery)
« Skilled marketing
personnel 5 4 3 2 1 19. Is there any product development done in your company? Which of the following
« Post-graduate education 5 2 3 2 1 alternatives best describes the situation in your company?
{6 A there. difticatiies i the Zallows : 1 and devel i a. Conti and sy ic product develop )
iATe there ‘iu ties In the garcas 9 o = vatiun b. Occasional or casual product development ()*
your.company: c. No product development )
Lot of No
difficulties difficulties at * What kind of product P is it?
all
« Economic resources 5 4 3 2 1
« Technological resources 5 4 3 2 1
« Techni i .
e 3 4 3 2 ! 20. Rank the following starting points of product development from 1-3 (1 is the most
* Marketing skills 5 4 3 2 1 important and 3 the least).
+ Obtaining market The objective of product development is to:
information 5 4 3 2 1 « More effectively use raw materials and adapt production
« Attitudes towards research to raw material possibilities )
and development 5 4 3 2 1 « Utilize and develop production technology )
« Use of outside consulting 5 4 3 2 1 + Satisfy customer needs )
« Obtaining outside
technical information 5 4 3 2 1
* Organization of research 3! 4 3 2 1
and development
« Lack of qualified personnel 5 4 3 2 1

panunuod ‘| "ddy
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App. 1. continued Appendix 2. The list of variables used in final analysis.
Number Name  Type / Explanation 46  SPECEXI10 Percent of specialty/custom-made
rts in 1990, %
& 1 OBSNUM Number of observation 47 Dictributi ‘ i
:§ S ; S - & " § % TITLE Ttk of respondest COMMCH1 :))l‘l:gll:;:s“o" channel, % of commodity
) 8 & 3 3 COUNTRY Country 48 COMMCH2  Distribution channel, % of commodity
z 3 e Z STATE State/Province products
5 h o 5 S PRODBF Production in 1000 m?* 49 COMMCH3 Distribution channel, % of commodity
g B .8 6 EXPORTS  Exportsin 1000 m’ products '
_: S - 7 EXPPER Export proportion of production, % 50 COMMCH4 Distribution channel, % of commodity
5 '§ % 8 SALESFIM Salqs revenue in 1990 in FIM (mill.) products
g S 2 9 BUSTYPE Business type 51 COMMCHS  Distribution channel, % of commodity
g H z 10 COMM90 ll’ropomon of commodity products in products
5 £ 90, % 52 COMMCH6  Distribution ch , i
E 2 £ R Bg s 2 11 COMMEX90  Export proportion of commodity pr:J;c:;]on il 3 of vosnenod iy
® Z a e = 8 _, products in 1990, % ) 53  COMMCH7  Distribution channel, % of commodity
3 ; Z e ] e S 12 SPEC90 P(r)opomon of specialty products in products
g S 2 = ) ke ° “ 1990, % 54 COMMCHS8 Distribution channel, % of commodit
”§ H é 2 &:E ;—: z 13 SPECEX90 Export proportion of specialty products products PERHECEE
8 Z % - 2 = in 1990, % 55 ~COMMCH9  Distribution channel, % of i
§ : F i % g By E 2] 14 CUSTM90 Proportion of custom-made products in pmduc;ls S B SRRt
= s < g S s ] & H 1990, % 56 ~ COMMCHI10 Distribution channel, % of odit
E g g & 5 £ & g & ; E 15 CUSTEX90 Export proportion of custom-made products o commoty
& 58 @ z Z 5 - z products in 1990, % 57 COMMCHI1 Distributi i
E :9: - % 2 § ! _‘g E; 5 g g El § % 16 EXPCO1 Country of Export p:;dr\:c:ls“on SR TRy
E : 2 : ‘E; ; é g § E é é "E? o § - - 17 COMMEXI1 I:/erccnl of commodity exports in 1990, 58 COMMCHI12 Di;gibution channel, % of commodity
EE 233 £ £ Alel-R A e J ” i S
;‘:m) 5 223 g z 2 g g 5 S 18  SPECEX1 Percent of specialty/custom-made 59 COMMCHI3 Distribution channel, % of commodity
3 &% % 3 Ee § =1 = 22 ) exports in 1990, % products
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Product strategy fit, commodoity
products
Product strategy fit, specialty products
Product strategy fit, custom-made
products
Customer strategy fit, as many as

ssible
Customer strategy fit, Few well-defined

KNOWNCUST Customer strategy fit, known end-users
MANYCOUNT Market-area strategy fit, many
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EFFDISCH
COMPRICE
BRAND
TRANSP

RD
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COMPADV3
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PORTER
PCOST
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Porter’s strategy
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office, %
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Investment in R&D, percentage of
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Appendix 3. Classification method for the new classification of Porter’s strategy types (including also combination
strategies).

When a respondent indicated that the company had com-
ponents from more than one strategy type, the following
rules were used when classifying sawmills:

1. If a sawmill had components from two different stra-
tegy types it was considered to apply a combination
strategy unless one of the strategy types represented
65% or more when the sawmill was considered to
apply this one strategy type.

If a sawmill had components from all three strategy
types it was considered to apply a combination of all
types unless one of the strategy types represented
50% or more when the sawmill was considered to
apply this one strategy type. In few cases were two
strategy types represented 90% or more the sawmill
was considered to apply the combination of two ty-
pes (typically combinations of two strategy types of
50% plus 40%).

Appendix 4. Correlation matrix of variables describing strategic marketing decisions included in the
factor analysis. (Significant correlations at 0.05 level in bold).
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Appendix 5. Principal axis solutions.

Pricinpal axis solution. Variables describing product, customer and market area
decisions.

I I I h?,

Variable Loadings

Commodity products -0.18 0.43 0.18 0.25
Specialty products 0.31 -0.69 0.58 0.90
Custom-made products 0.27 -0.75 -0.32 0.73
As many customer groups as possible -0.70 -0.21 0.22 0.58
Few well-defined segments 0.64 0.06 0.04 042
Known end-users 0.34 -0.33 -0.24 0.28
As many countries/regions as possible -0.75 -0.33 -0.06 0.68
Few-well defined countries/regions 0.79 0.22 0.12 0.68
Eigenvalue 239 1.53 0.60 4.52
Total variance (%) 28.1 209 7.5 56.5

Pricinpal axis solution. Variables describing strategic marketing competences.

I 1 111 v h?,

Variable Loadings

Effective marketing 0.77 -0.18 -045 -0.42 1.00
Customer relationships 0.48 0.14 0.16 0.10 0.28
Intensive personal selling 0.64 -0.14 0.70 -0.27 1.00
Market share 0.55 -0.02 -0.28 0.07 0.38
Effectiveness of marketing channel 0.50 -0.13 -0.08 0.07 0.28
Competitive price 0.20 0.97 -0.04 -0.15 1.00
Well-known product brand 0.59 -0.04 -0.06 0.49 0.60
Transportation expertise 0.31 0.22 0.12 0.23 0.22
Research & development 0.29 -0.02 0.06 0.14 0.11
Eigenvalue 235 1.08 0.83 0.61 4.87
Total variance (%) 26.1 12.0 9.2 67.8 54.1
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Appendix 6. Discrimination of countries regarding strategic marketing decisions.

Nature of strategic differences between countries including all correlations and
coefficients for standardized variables. (Significant correlations in bold)

Discriminant function I

Discriminant function II

Variable Correlation  Coefficient Correlation  Coefficient
Commodity products -0.10 0.32 -0.36 -0.15
Specialty products 0.11 -0.27 0.26 0.23
Custom-made products 0.55 0.78 0.12 0.14
As many customers as possible -0.22 0.19 -0.13 -0.14
Few well-defined segments 0.33 0.22 -0.08 -0.06
Known end-users 0.36 0.12 -0.12 0.01
As many countries/regions as possible -0.41 -0.37 0.04 0.27
Few-well defined countries/regions 0.28 0.13 -0.02 0.19
Effective marketing -0.08 0.12 -0.37 -0.16
Customer relationships -0.32 -0.39 -0.67 -0.58
Intensive personal selling 0.28 0.25 -0.73 -0.59
Market share -0.35 -0.27 -0.02 0.19
Effectiv of mktg channel -0.10 -0.13 -0.32 -0.17
Competitive price -0.50 -047 -0.04 0.08
Well-known product brand -0.33 -0.29 -0.16 0.09
Transportation expertise -0.07 0.23 0.04 0.26
Research & development 0.17 0.20 0.01 0.15
Criterion for the discrimanting power of the variable set:
Wilks’ lambda 0.390
Signficance of the separation of the countries
Rao’s F appr. F(34, 166)= 2.93, prob=1.00
Coefficients for original (non-standardized) variables.
Coefficient

Variable Discriminant Discriminant

function I function II
Commodity products 0.26 -0.12
Specialty products -0.23 0.20
Custom-made products 0.58 0.11
As many customer groups as possible 0.14 -0.11
Few well-defined segments 020 -0.06
Known end-users 0.09 0.00
As many countries/regions as possible -0.28 0.21
Few-well defined countries/regions 0.11 0.16
Effective marketing 0.14 -0.19
Customer relationships -0.59 -0.88
Intensive personal selling 0.26 -0.62
Market share -0.28 0.20
Effectiveness of marketing channel -0.15 -0.19
Competitive price -0.51 0.08
Well-known product brand -0.30 0.08
Transportation expertise 0.09 0.23
Research & development 0.20 0.15
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Appendix 7. Discrimination of generic competitive strategies regarding strategic marketing decisions.

Nature of strategic differences between generic competitive strategy types including all
correlations and coefficients for standardized variables. (Significant correlations in
bold)

Discriminant function I Discriminant function II

Variable Correlation  Coefficient ~ Correlation  Coefficient
Commodity products 0.37 0.17 0.44 042
Specialty products -0.20 0.04 -0.39 -0.39
Custom-made products -0.32 -0.22 -0.49 -0.01
As many customers as possible 0.56 0.37 0.02 0.14
Few well-defined segments -0.26 -0.14 -0.26 -0.34
Known end-users -0.48 -0.52 -0.10 0.01
As many countries/regions as possible 0.30 0.01 -0.13 -0.00
Few-well defined countries/regions -0.39 -0.21 0.08 0.54
Effective marketing 0.13 0.12 -0.29 -0.70
Customer relationships 0.44 0.49 0.01 -0.10
Intensive personal selling 0.19 0.29 -0.09 -0.07
Market share -0.28 -0.76 0.18 0.44
Effective distribution 0.04 0.01 -0.07 0.21
Competitive price 0.14 -0.12 0.64 0.47
Well-known product brand 0.18 0.29 -0.07 -0.11
Transportation expertise 0.03 0.07 0.38 0.36
Research & development 0.00 0.01 0.09 0.11

Criterion for the discrimanting power of the variable set:
Wilks’ lambda 0.372

Signficance of the separation of the countries

Rao’s F appr. F(34, 122)= 2.29, prob=1.00

Coefficients for original (non-standardized) variables

Coefficient
Variable Discriminant Discriminant
function I function I1

Commodity products 0.15 0.36
Specialty products 0.03 -0.33
Custom-made products -0.16 -0.01
As many customer groups as possible 0.29 0.11
Few well-defined segments -0.13 -0.31
Known end-users -0.42 0.00
As many countries/regions as possible 0.00 -0.00
Few-well defined countries/regions -0.18 0.46
Effective marketing 0.13 -0.78
Customer relationships 8;;‘ 8(1)91
Intensive personal sellin, X -0.
Market share y -0.78 0.46
Effectiveness of marketing channel 0.01 0.22
Competitive price -0.13 0.53
Well-known product brand 0.28 -0.11
Transportation expertise 0.07 0.34
Research & development 0.01 0.11
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