Unraveling firm-level activities for shaping
markets

Daniel Kindstrom, Mikael Ottosson and Per Carlborg

The self-archived postprint version of this journal article is available at Linkoéping
University Institutional Repository (DiVA):
http://urn.kb.se/resolve?urn=urn:nbn:se:liu:diva-143227

N.B.: When citing this work, cite the original publication.

Kindstrém,, D., Ottosson, M., Carlborg, P., (2017), Unraveling firm-level activities for shaping
markets, Industrial Marketing Management, , StartPage-EndPage.
https://doi.org/10.1016/j.indmarman.2017.09.003

Original publication available at:
https://doi.org/10.1016/j.indmarman.2017.09.003

Copyright: Elsevier
http://www.elsevier.com/

@080

& Tweet

LINKOPING
I I.“ UNIVERSITY


http://urn.kb.se/resolve?urn=urn:nbn:se:liu:diva-143227
https://doi.org/10.1016/j.indmarman.2017.09.003
http://www.elsevier.com/
https://creativecommons.org/licenses/by-nc-nd/4.0/
http://twitter.com/?status=OA%20Article:%20Unraveling%20firm-level%20activities%20for%20shaping%20markets%20http://urn.kb.se/resolve?urn=urn:nbn:se:liu:diva-143227%20via%20@LiU_EPress%20%23LiU

Title:

Unraveling firm-level activities for shaping markets

Authors:
Daniel Kindstrom*, Mikael Ottosson** and Per Carlborg**

* Corresponding author
daniel .kindstrom@liu.se
+46 13 28 2496
Linkdping University
Department of Management and Engineering
581 83 Linkdping
Sweden

** |inkOping University
Department of Management and Engineering
581 83 Linkdping
Sweden



Unraveling firm-level activities for shaping markets

Abstract

As the marketing literature increasingly construes markets as malleable entities, research
studies of “market-shaping’ strategies have gained increasing attention in recent years. Those
are proactive, deliberate initiatives which a firm takes with the aim of re-shaping an operating
environment comprising direct customers, customers’ customers, and other actors such as its
competitors. Our study derives a theoretical framework for market-shaping from the existing
literature and an in-depth case study of one market-leading firm in the steel industry, which
has been working actively in the shaping of a market. Analysis of the responses of a range of
experienced executive staff to unstructured and semi-structured interviews shows, among
other things, that in order to shape the market, the firm performed many individual and
aggregated activities at three levels of influence — system, market offer and technology — with
various actors in the market in focus. These findings are the basis of a proposed activity
framework for the proactive shaping of a market: that is, what firms can do in order to shape

an existing market, drive growth and create sustainable competitive advantage.
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1. Introduction

Market shaping is increasingly being recognized as a viable and deliberate market strategy
(for example by Elg et al., 2012 and Chen et al., 2012), for firms that construe markets as
being malleable, and thus possible to ‘shape’ (Storbacka and Nenonen, 2015; Kjellberg et al.,
2012; Johne, 1999). A market-shaping perspective emphasizes markets as elements of
ongoing processes, to be influenced and shaped by the actors involved through their own
activities, and through the coordinated activities of multiple actors. Market-shaping thus aims
to influence a market (Beverland, Ewing, and Matanda, 2006; Chen et al., 2012) by means of
activities aimed at a wider array of actors than just direct customers, such as their own
customers (Homburg et al., 2015), in pursuit of increased and sustainable competitive
advantage (Schindehutte et al., 2008; Storbacka and Nenonen, 2011b). These market-shaping
activities can stretch from traditional firm level activities such as sales to activities that
involve the entire markets institution e.g. changing the rules of the market (Kjellberg &
Helgesson, 2007; Mele, Pels & Storbacka, 2015).

Shaping a market can often be challenging, however, especially for incumbent firms in
mature markets with established market structures and behaviors (Kumar et al., 2000) or
business models (Johnson et al., 2008). For many such businesses, the process of market
shaping need not necessarily equate to the creation of a completely new market in what
Jaworski et al. (2000) refer to as a “market-driving’ process; see also Kumar et al. (2000) and
Tuominen et al. (2004). Instead, it could resemble an incremental shaping process (Kjellberg
et al., 2015) aimed at actively changing the behavior of an existing market (Johnson et al.,
2003; Storbacka and Nenonen and, 2015), instead of perhaps uprooting the whole commonly
accepted structure (Jaworski et al., 2000; Chen et al., 2012).

In this paper, the point of departure for the discussion of a market-shaping strategy is that a
firm under consideration performs various activities in the effort to shape a market (Chen et
al., 2012; Araujo, 2007). The research it reports focused on unraveling and understanding the
role of firm-level actions in the process of market shaping process. Storbacka and Nenonen
(2011Db) propose that future research should look into market-shaping activities related to a
variety of market situations and firms. In addition, Kjellberg and Helgesson (2006) describe
markets as being constructed by the application of general market practices, related to market-
shaping activities. Our own research aims at constructing a framework, at the level of the firm

and based on purposeful ‘single” and ‘composite’ activities, which will be capable of



identifying and structuring the actions performed by a business-to-business firm as it develops

a strategy for market shaping.

Elg et al. (2012) take a similar activity-based approach but focus on the upstream supplier
market rather than the downstream customer side. So too do Ulkuniemi et al. (2015) in their
examination of the actions taken by the purchaser in its attempts to shape its supplier market.
From the same general perspective, Homburg et al. (2015) and Ottosson and Kindstrém
(2016) emphasize the importance for firms of actively managing relationships with multiple
actors in the downstream market channel in order to stimulate market demand and growth. All

four of those studies point to the relevance of employing an activity-centered approach.

Our own investigation starts from an in-depth single-case study of a successful and
established firm in the steel industry that is working actively on the shaping of a market.
Ulkuniemi et al. (2015) assert that “markets can be examined through actors ... and their
actions” (page 55). The firm we studied, a world leader in its market and its industry, and in
the market niches it serves, is an example of what Simon (2009) calls ‘hidden champions’:
small but highly successful companies often not known to the wider business community.
Given its status, this firm faces increasingly saturated traditional markets, as well as
potentially declining growth. To address this challenge, it has been working continuously to
realize a market-shaping strategy, the foundation of which has been the shaping of previously
unserved market niches into new market segments susceptible to a changed, sometimes
radically different, technology. In many potential segments, the technology was not proven
and had not been previously used, which required the firm under study to shape the market in

such a way as to create opportunities for future market offers.

To that end, it carried out a range of single and composite activities at three levels and
involving various actors. The levels could be defined as: ‘system’, concerned with a system of
actors in the process; ‘market’, relating to more tangible customer-supplier relationships; and
‘technology, focused on the more fundamental aspects of building the whole operation. The
actors involved would thus include both direct and indirect customers as well as other
stakeholders. The findings of our research are the foundation for our proposed activity
framework for identifying what firms can do to shape an existing market, in order to drive

growth and create sustainable competitive advantage.

2. Theoretical framework - Shaping markets through single and composite activities



Attention has increasingly been drawn in the literature to the context in which firms and
individuals act (see for example: Kjellberg et el., 2015; Storbacka and Nenonen, 2011b;
Ulkuniemi et al., 2015) since that can influence the particular actions taken by both parties
(\VVaara and Wittington, 2012). We have already noted the consensus among authors that firms
act on markets and shape them, with such other stakeholders as suppliers and customers, as

opposed to merely targeting selected existing segments.

Whereas studies of market shaping in practice have tended to focus on the system level (e.g.
Frow et al., 2016), ours applies the perspective of what Storbacka and Nenonen (2011a) call
“a market actor wanting to influence a market configuration” (p. 247). Jaworski et al. (2000)
likewise place emphasis on the actors in discussing how their market behavior can be
influenced by means of different incentives. Focal actors can thus influence markets — both
new as well as mature markets — not only by persuasion of existing targets via such
conventional marketing activities as selling and promotion but also by learning and
developing their knowledge of both the market itself and the other actors within it (Kjellberg

et al., 2015), in a market-shaping process.

It is thus possible to discern a move away from the dominant marketing metaphor that
emphasizes markets as pre-existing, to be targeted and acted upon, to one that treats them as
elements of ongoing processes, to be influenced and shaped by the actors involved through
their own activities, and through the coordinated activities of multiple actors. Markets are thus
being continuously shaped and reshaped, and our understanding of the market-shaping
processes involved can be enhanced by examining the activities in those markets. A growing
stream of research, for example studies by Storbacka and Nenonen (2011a) and Ulkuniemi et
al. (2015), increasingly acknowledges the importance of that knowledge in understanding

how markets are being shaped today.

Researchers in the field have introduced various concepts into their discussion of proactive
market shaping. Table 1 lists and defines market innovation (Johne, 1999; Kjellberg et al.,
2015), market driving (Jaworski et al., 2000), market scripting (Storbacka and Nenonen,
2011b), market plasticity (Nenonen et al., 2014) and market shaping (Harrison & Kjellberg,
2016). These concepts describe processes involved in the formation of markets and in changes
to the market structure and market behavior. Such market changes can be seen as a response
to actions, practices or ongoing activities (Chandler and Chen, 2016). It has previously been
suggested that norms and institutions affect individual behavior, but activities are increasingly



also seen as vehicles for shaping a system (Vaara and Wittington, 2012) or a market (Jaworski
et al., 2000).

Table 1. Previous conceptualizations of market-shaping

Study Description

Johne (1999) Market innovation is “concerned with improving the mix of target
markets and how target markets are best served. Its purpose is to
identify better (new) potential markets; and better (new) ways to serve
target markets.” (p. 7)

Kjellberg et al. Market innovation “comprises the successful change of existing
(2015) market structure, the introduction of new market devices, the
alteration of market behavior, and the reconstruction of market
agents.” (p. 6)

Jaworski et al. Driving markets “entails changing the structure or composition of a

(2000) market and/or the behavior of players in the market.” (p. 47)

Storbacka & Market scripting involves “conscious activities conducted by a single

Nenonen (2011a) | market actor in order to alter the current market configuration.” (p.
251)

Nenonen et al. Market plasticity is “a market’s ability to take and retain form while

(2014) acknowledging that, by retaining form, markets can also give form,

and that ‘form’ in a market context is not limited to structure alone
but involves both structural and “functional’ aspects.” (p. 5)

Harrison & Market shaping is “made up of five intertwined sub-processes” (p. 6)
Kjellberg (2016) — namely generating market representations, fashioning modes of
exchange, configuring exchange agents, authenticating exchange
objects, and establishing market norms.

In our research, we have chosen the term ‘market shaping’ to describe the composite activities
involved in shaping markets, including active and conscious choices aiming at shaping the
market structure and shaping market behavior. In market shaping, a broad range of
technological, exchange-related and institutional activities are deployed by the main actor in

the process (such as our case company) to influence and shape a target market.

2.1 Market-shaping activities on three levels



Market-shaping activities cover a broad range: some have an operational firm-oriented focus,
such as in individual selling situations, while others have a strategic, long-term and network-
oriented focus, such as the changing of market norms and the way business is done in a
particular market (Kjellberg and Helgesson, 2007; Mele et al., 2015). They thus can act on a
multitude of levels, spanning such activities as negotiating prices and conducting sales
meetings, to increasingly systemic activities performed with long-term objectives in mind. In
other words, market-shaping activities can take place and have their effect at different levels

of influence, which we define here as ‘system’, ‘market offer” and ‘technology’.
2.1.1 System level

This is the level at which norms and regulations set the boundaries and rules for an entire
market (Edvardsson et al., 2014). A narrow focus on the customer is essential but not enough
for shaping a market; instead, an understanding of the whole system, including a focus on
downstream actors, becomes important. To understand the system implies an understanding
of the institutions, as defined by Vargo et al. (2015) as “humanly devised rules, norms, and
meanings that enable and constrain human action” (p. 64), and also of the institutional
arrangements, such as interdependent networks of institutions (Vargo and Lusch 2015). As
institutions and institutional arrangements are set up by individuals, the arrangements are
neither static nor pre-conceived. Instead, they are representations of the interests of different
groups and can thus be acted upon and influenced (Koskela-Huotari et al., 2016), by means of
an iterative and dynamic process described by Vargo et al. (2015) as “institutionalization’,
which may involve suppliers and customers as well as other actors. As institutions have a
strong influence on the actions of firms and individuals, it can be beneficial to try to influence
them and thereby influence the direction in which a market develops (Edvardsson et al.,

2014). Consequently, addressing the system level is an essential aspect of market shaping.
2.1.2 Market offer level

The exchange object — the value proposition or market offer, including the products and
services that make up that offer — is a central element of the understanding of markets
(Ulkuniemi et al., 2015). It is suggested by Chandler and Vargo (2011) “markets are created
when actors, dyads, triads, complex networks, and service ecosystems evolve through unique
service provision efforts” (p. 10). These service provision efforts, also called “exchange
practices,” are typically represented by concrete activities, such as specifying products and
services, presenting them, or negotiating prices and delivery dates (Kjellberg and Helgesson,

2007), but can include the organizing of sales networks and creating of an infrastructure for



sales (Harrison and Kjellberg, 2016). Similarly, Ulkuniemi et al. (2015) explain how buyers
and sellers organize market activities that facilitate interactions centered on the exchange
object by means of “exchange mechanisms”, defining those as two of the five focal elements

in a firm’s market-shaping efforts.

Finch and Acha (2008) discuss the importance of defining what should be exchanged,
specifically that the different market actors in a collaborative process need to define that
object and the potential value it might have. That value might be idiosyncratically understood
and thus differ between actors. A market-shaping strategy thus needs to include an interaction
between actors in a market or a channel within it as a value proposition emerges. Homburg et
al. (2015) also discuss the involvement of different actors, from a marketing management
perspective, arguing that suppliers need to include downstream actors to a greater degree
when the suppliers try to grow a market. A sales force, for example, can function as a direct
link to the direct customer and other actors when a firm tries to shape market expectations
(Terho et al., 2012). In a study focusing on the supply side in global supplier relationships
(that is, the central actor in our study) Elg et al. (2012) found that a successful market-shaping
strategy depended on the supplier developing capabilities for resource interaction and sharing

directed at other actors in the market channel.
2.1.3 Technology level

Callon (1998) emphasizes the role of technology (“devices™) in creating a market and
enabling exchanges within it. Arthur (2009) defines “technology as an assemblage of
practices and components ... means to fulfill human processes” (p. 28), while Vargo et al.
(2015) argue that “technology, both physical and social, can be conceptualized as potentially
useful knowledge that may provide solutions for new and existing problems” (p. 65). These
perspectives indicate that technology fulfills a role as a functional base for the shaping of
single and composite activities, and the creation of useful market offers. Further, it
emphasizes the close relationship between knowledge and technology, a perspective in which
physical things can be perceived as embedded knowledge. In shaping a market, that
knowledge represents the functionality of the exchange object and, without a clear view of
what is being exchanged, it will be difficult to shape a market successfully (Callon et al.,
2007; Harrison and Kjellberg, 2016). Technology is not a value proposition aimed at a
specific economic actor, however; rather, it represents general potential value creation and

can thus be useful in different value propositions or market offers.

3. Method



This research study takes the form of an in-depth single-case study, a methodological choice
based on its unique possibility of revealing complex phenomena embedded within a context
(Stake, 1995; Halinen and Térnroos, 2005; Eisenhardt and Graebner, 2007). As the aim is to
identify and explore context-bound and embedded activities within an organization, this
method was deemed appropriate. The case study approach offers the possibility of
understanding not only the process under study, market-shaping strategy, but also its context
and content, and to unravel the intricate activities that comprise the phenomenon.

In any case study, the selection of the host company becomes paramount. Siggelkow (2007)
cautions that, though the case study method is in general well suited to the illumination of
complex phenomena, it is critical to choose the setting in which to conduct it is chosen
carefully. The firm selected for our study of the phenomenon of market shaping was therefore
selected ‘purposefully” (Patton, 2002). Four core criteria guided the choice of host firm: (1) it
should have an internally articulated strategic aim of shaping the market; (2) it should be able
to demonstrate effects that contribute to the market-shaping strategy; (3) it should be
successful, in terms of turnover and profitability; (4) in-depth access had to be possible.
Criteria 1 and 2 derive from the theoretical background to the study whereas 3 and 4 relate to

the firm itself.

The process for identifying and coding the constructs comprising ‘market shaping’ consisted
of ‘theoretical sampling’ and ‘grounded theory’ building (Glaser and Strauss, 1967, 1971;
Strauss and Corbin, 1989). The outcome can thus be justifiably described as a ‘revelatory’
case study (Yin, 2009).

3.1 Empirical context

The host firm, here anonymized as SteelCo, is the world’s leading producer of metal powders
and a global leader in its specialist sector of the steel industry, powder metallurgy: a family of
production technologies for processing a powder feedstock into materials and manufactured
components of various types. Historically, the company developed, produced and sold
powdered metals to customers in various industries, to be used for example in injection
molding. Today, it is increasingly involved, beyond powder metallurgy technology and
related market offers, in developing applications for customers and their customers (end
users) with the aim of broadening the potential user base for powdered metals. It has about
1,500 customers in 65 countries and a broad portfolio of market offers, many individually
customized, serviced from 14 production centers located globally.



SteelCo is a main driving force in the development of a wide spectrum of powdered metal
applications in most markets: for example, automotive connecting rods and gearboxes, power
units for electric bicycles, and wind-turbine induction coils. The company’s largest customer
segment is the automotive components industry. In 2015, it had about 1,900 employees
worldwide and reported global sales of approximately 800 million euros. It has historically
achieved significant return on revenues; in 2014, the operating margin and return on

investment were much higher than the industry averages.

SteelCo’s market-shaping strategy focuses on markets where its core technology has very
limited market penetration so far but offers great potential, in the company’s estimation. The
product is thus new to the market and substantially different from existing technology, which
necessitates significant changes in perceptions and operations, specifically manufacturing

processes, if it is to be accepted by potential consumers.
3.2 Data collection

This took place in two phases. The first consisted of getting to know the case firm in general,
as well as understanding the reasons behind the firm’s market-shaping strategy. The second
focused primarily on understanding the single and composite activities inherent in market
shaping and in the outcome. The data were collected by interviews, generally semi-structured
but, in some early instances in phase one, unstructured. Questions in the interview guide?, ‘or
case protocol’ (Yin, 2009), were deliberately formulated so as to minimize problems related
to what McCracken (1988) terms “active listening” (p. 21). It was initially grounded in the
theoretical background that framed the research but also evolved in an iterative manner as the
case study proceeded, when new lines of questioning emerged from respondents’ answers and
our understanding of the firm’s actual work with market shaping increased. This process is
well in line with the ‘abductive’ logic often employed in similar types of study (Dubois and
Gadde, 2002; Dubois and Gibbert, 2010). A formal interview protocol furthermore increases
reliability, according to Yin (2009).

The three respondents in Phase 1 and fifteen in Phase 2 were selected from among higher-
level managers in marketing, service and support, business development, production and
R&D. In Phase 1, they comprised a Regional CEO, a Sales Manager and a Marketing
Director; in Phase 2, they were a Regional CEO, Regional CFO, Market Director, Sales

! The overarching areas in the interview guide used were; General information, Market and industry structure,
Competitors, Market-channels, Customers, Market-related challenges, Market-related strategies, Value
propositions, Production, Technology, Future opportunities.



Manager, Plant Manager, Marketing Manager, Technical Sales Manager, Customer Service
Manager, Global Development Manager, Production Manager, R & D Manager, and three
Product Managers. To preserve the anonymity of individuals within the potentially
identifiable host company (it being the clear leader in the field), direct quotes in the text are

anonymized.

The aim of this selection was to ensure diverse viewpoints and assure a high level of
knowledge regarding the phenomenon under study. The diversity of the sample profile also
offered the possibility of increased data triangulation, by the managing of potential
respondent biases and allowing for corroboration between multiple sources (Gibbert et al.,
2008), and thereby increasing the validity of the research (Yin, 2009). All interviews bar two
were conducted face-to-face, recorded and transcribed. One researcher took responsibility for
carrying out the non-directive questioning. The role of the other was to observe the process
and take notes on it as appropriate, but also to add other questions if such an intervention
seemed to be desirable and constructive. This division of duties is consistent with the
methodology advocated by, for example, Brinkmann and Kvale (2014). The transcripts and
notes relating to the context, taken during the process itself, formed the basis of the material
for the analysis, but such secondary material as annual reports and internal documents (e.g.,
customer reference cases and concrete value propositions) were used, to provide increased
contextual understanding. The various single and composite activities undertaken by the firm

in its effort to shape a market were identified by the output from the interviews.
3.3 Data analysis

Given that the purpose of data analysis was to elucidate the activities performed, the unit of
analysis was the firm and the analytical concept was single or composite activities, the former
being those identified ab initio from the empirical data and the latter reflecting our synthesis
of those building blocks of our theoretical framework into meaningful common groupings:

see Table 2.

The analysis process began with all three participating researchers reading through the
transcripts and the secondary material, from which they identified and coded all activities
related to market shaping, following the ‘grounded theory’ procedure. Their relationship to
market shaping was determined by the empirical data, in that each identified activity was
linked to a consequence which, according to the respondents, influenced market shaping.
Only those that could be linked to an influencing consequence were included in the analysis.

10



Those individually identified single and composite activities were collated into one master set
and subsequently linked to the overarching three levels of influence: system, firm and
technology. In most cases, all three researchers had identified similar activities and linked
them to the same levels, allowing the results to be re-labeled into one coherent set that
included quotations. In the few instances in which only one or two researchers had identified
an activity or had noted different consequences, analysis cross-checked back to the empirical
data to achieve a mutually acceptable interpretation. The final outcome of this process of
resolution through discussion was the listing of an integrated set of single and composite

market-shaping activities.

Lastly, that set was discussed with a focus group in the host firm. The preliminary findings
were presented and feedback solicited. Only minor changes resulted, mainly in wording
relating to the activities and in the addition of some nuances regarding the outcomes. This
operation also served to increase the trustworthiness of the findings by validation of the
analysis (Matthyssens and VVandenbempt, 1998) and application of a ‘member check’
(Lincoln and Guba 1985), in which elements of the data and the constructs are back-checked

with the respondents who contributed the raw material for analysis.
4. Market shaping in practice

This section presents a selection of our participants’ responses to semi-structured and
unstructured interviews, which have been decoded and recoded by a process owing much to
the classic approach of grounded theory (Glaser and Strauss, 1967). Those yielded the
constituent elements of the three activity levels in our proposed framework for market
shaping: see Table 2. General lessons are drawn from the specific SteelCo experience for the
ways in which industrial and business-to-business firms can actively shape their markets,
thereby growing the market and company returns and creating sustainable competitive

advantage.

--- INSERT TABLE 2 ABOUT HERE (due to readability of manuscript in a revision process
this table has been located at the end of the manuscript at this point) ----

The major challenges facing this market leader were increasingly saturated markets and
declining growth within the sectors in which it is currently active. Growing its already high
market share was thus becoming increasingly difficult, with an attendant risk of stagnation.
To address these challenges, SteelCo decided to design a market-shaping strategy with the
potential to grow the firm’s current markets and, most importantly, stimulate the growth of its

11



specialist technology in entirely new markets where other technologies are currently used.

Thus, one manager stated:

“We cannot grow by market share. We need to create a total growth for the entire

market, and that is what we have worked very hard with.”
and

“If we look at our mission, so to speak, we have problems with expansion in terms of
geographic segmentation market share. This means that we as a firm must look at the

entire market’s competitiveness in order to create growth.”

The effect of the market-shaping strategy was that the firm expanded its market share and

achieved higher long-term profitability:

“We are twice as big as our closest competitor; we have economies of scale. We have
high profitability, and since we have worked with this market-shaping strategy for a
long time, we can set a higher price in the market. So, it has been an upward spiral.
We have the volumes; we have the size; we have lower costs. This means we can put
all these resources into developing our offering. We have been driven by the fact that

we want to shape the market.” — Senior manager

SteelCo is large enough to invest in market shaping and actively drive market change
globally. A key element of this strategy is wholly-owned local subsidiaries, which can
develop close relationships with customers and end users and thereby lay the groundwork for

worldwide market shaping.

Given these specific firm and market conditions, an overarching factor, providing an
important boundary condition for the market-shaping process, is that the strategy is driven
directly by senior management.

4.1 The system level: building legitimacy

The general aim of the market-shaping activities performed at this level is to build legitimacy
for new technology, and ultimately the associated market offers. Building legitimacy also
aims at establishing the market-shaping firm as a trustworthy and knowledgeable actor that
can be perceived as well as a legitimate leader in the market as well as, in this case, a
legitimate ‘champion’ for the new technology. SteelCo has done this by offering user-
applications that are at present beyond the scope of existing technology and thereby securing

its position as the overall leader and expert in the field. One key composite activity in

12



building that legitimacy is what we have termed infusing knowledge. This focuses on
diffusing knowledge about the new technology downstream to the end users, building their
understanding of its possibilities and their competence in using it, and thereby ultimately
increasing the degree of acceptance. To that end, SteelCo would organize knowledge-sharing
seminars with downstream actors and conduct training programs for the technical staff and
relevant others in the organizations of their customers, customers’ customers, and potential

customers:

“We arrange knowledge-sharing seminars for customers and end users where we work
with certain themes [related to the possibilities of the new technology] ... training our
customers in using the technology ... they can send operators, new employees ... we
gather a group a couple of times a year and call it the “TECH’ school.” — Senior

manager

These activities would have a variety of effects but were mainly intended to increase
customers’ knowledge of SteelCo’s technology, thereby growing the total market for the new
technology as well as the firm’s own share of it, and to increase the probability that current
non-customers would become customers. They would also help to build awareness of the new
technology among a wide variety of market actors and increase the likelihood of market

adoption.

Another key composite activity undertaken to increase understanding of the new technology
is boosting demand, which involves actions that stimulate demand at the end-user level and
create a pull effect in the market channel by increasing indirect customers’ awareness of the
existence and possibilities of the new technology, as Homburg et al. (2014) advise. So, one

manager argued:

“We want to create a pull so that our customers can start using our technology ... so
we are working together with them [OEMs and end users] in order to create the pull
from the OEM level.”

In this way, SteelCo is able to solicit end users’ support in proactively reshaping the market
and can educate the customer in the merits of offers based on the new technology. The
anticipated result is that end users specify the firm’s technology in their specifications, that
those suppliers are obliged to specify the new technology, as Ottosson and Kindstrom (2016)

suggest, and that they choose SteelCo as a supplier.

13



An important action related to the composite activity boosting demand is to identify possible
new application areas for the new technology, further down the market channel, to open up
new market segments and increase SteelCo’s knowledge of customer needs and market
opportunities. Though many firms strive to learn from their customers, an extended business
focus on the customer’s customer can be even more fruitful for expanding market
opportunities and stimulating downstream demand (Ottosson and Kindstrom, 2016; Homburg,
et al., 2014). Thus, a manager explained:

“We are working together with [the end users] to understand their demand. We do our
customers’ R&D for them, so to speak. We try to find what is needed in the markets

... in order to sell more [of our technology].”

Increased demand for the new technology from customers and end users is not enough on its
own, however, to stimulate future growth. Although respondents believed that the identified
market-shaping activities at this level had increased the total market share of the new
technology, SteelCo had also continued to reshape the fundamental rules and norms of the
firm’s market: a composite activity labeled changing norms. Such persistence is often seen,

for example by Jaworski et al. (2000), as the very raison d’étre of market shaping.

A case in point was the need to change market norms as a means of stimulating acceptance of
the firm’s technology in a vital element of the manufacturing process in the conservative
automotive sector, to which it was completely novel. To get such projects up and running and
thereby enlarge the whole market, SteelCo needed to change the prevailing norms and
persuade its customers to produce an “application’ based on its new technology. Customers

very often responded skeptically to such efforts, in the first instance at least:

“Some of our larger customers were getting annoyed that we were doing ‘their’ job:
developing new components they hadn’t managed to produce by themselves. Still,
they can’t fight too much since we’re only trying to grow the entire market.” — Senior

manager

To change market norms in this way, it is essential to increase understanding of the potential
uses of a new technology and demonstrate the opportunity to grow together with other actors
in the system as it takes hold in the market. It is not enough to change customers’ norms
alone, as Edvardsson et al. (2014) and Vargo et al. (2015) assert, so SteelCo also acts through
other channels, such as market associations, to put joint industry projects in place. This
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involves taking initiatives from which competitors might benefit. For example, one manager

said:
“I’ve made a couple of presentations in market association meetings, as we propose
projects. | argue: look, let’s make a big project, let’s work together on converting and
optimizing and develop the value of making the entire application like this.”

and

“We invited our competitors. | mean, if we get into [a specific application], it’s so big,
the cake is so big, that everybody would get a decent chunk of it, so let’s ... embrace

the entire market and make that big project.”

Skarp and Gadde (2008) observe that industrial firms of the SteelCo type often face a
situation in which many of the potential benefits of their innovative activities, such as new
technology, a new value proposition or new business processes, are realized further
downstream than with their direct customers. However, identifying and shaping markets
beyond the direct customer often relies on the ability to form novel relationships within the
network and introduce new ideas, or even new business models, which may affect behavior
among a wider array of market actors. An upstream firm attempting to shape a market by
introducing an innovative value proposition based on a new technology, as in the case of
SteelCo, needs to develop a market-shaping strategy that not only emphasizes the direct
customer but also looks beyond this customer and focuses on other actors or stakeholders at
several levels as a means of exerting leverage. Our host firm’s market-shaping strategy thus

goes well beyond a traditional dyadic market strategy.
4.2 The market offer level: authenticating the market offer

The process of authenticating SteelCo’s offer involves demonstrating the desirable attributes
and characteristics related to it. At this level of market shaping, a composite activity referred
to as realizing value was found to entail a focus on creating specialist competence in sales and
marketing by educating sales and marketing staff in such a way as to make them versatile in
communicating offers and interacting with both customers and customer’s customers. Thus a

manager explained:

“If we are to approach downstream actors, we have to be able to be incredibly concrete
and to show the value...and be very specialized and able to discuss at the highest

level.”
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The literature has often contended that selling value offers is different from selling more
standardized commodities (Terho et al., 2012; Terho et al., 2015). Accordingly, SteelCo has
carried out extensive training activities for marketing and sales staff, aimed at increasing their
proficiency in value-based selling and ability to approach downstream actors. Its sales and

marketing strategy is thus proactive and value-oriented.

To develop the credibility of the new technology and offers based on it throughout the whole
market channel, interactions that create robust and reliable data by calculation are essential, to

visualize the value of the new value propositions as Kindstrém et al. (2012) argue. So:

“We had to create data and back our value proposition up with data — solid data that

we can measure, and show to the customer.” — Senior manager

Those convincing facts and figures help customers to fully understand the benefits of the
offer. An associated single activity is to customize offerings, which potentially improves
customer retention and loyalty, increases differentiation opportunities and deepens the

relationship between the provider and the user:

“The OEM or first tier, they don’t want a new material. They don’t want to integrate a
new material standard. What they want is a proven solution that works for their

function and ideally is cheaper in the end.” — Senior manager

A further composite activity at this level is understanding customers. For SteelCo, one key
element of that activity has been to increase the effort put into setting goals for major

customers:

“Take sales as an example: We’re setting long-term goals, and we have strategies for
how to reach them. We state that, for these customers, we’ll be working on increasing
our market share and, for other customers, we focus on different parameters.” — Senior

manager

Those goals may be qualitative or quantitative, or both, and are aimed at continuous

development of SteelCo’s sales and marketing in relation to its major customers.

Essential to the further understanding of customers is the single activity of facilitating of

interaction at several levels with them:

“Even if we have a customer representative, there are many different people who have
contact with the customer ... technicians talking with technicians ... and of course

sales people talking with purchasing managers.” — Senior manager
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Such multi-level interaction with customers is necessary to acquire information relevant to the
offering and the market. Without knowledge based on a range of customer interactions,
SteelCo could suffer the consequences of horizons that are too narrow, and consequently of
not being able to maintain a market-shaping strategy. Taken together, the aggregated activity
labeled understanding customers has enabled the firm to prioritize customer value, which is
considered to have a positive effect on, among other things, its performance (Slater & Narver,
1994).

The last composite activity at the market-offer level is building credibility, in which a firm
such as SteelCo must demonstrate its credentials as a trustworthy and knowledgeable

supplier. Thus, a manager said:

“The better we get at understanding customers’ needs and processes, the better we get
at developing material that improves their processes, and helps them with their

problems.”

An individual customer thus comes to trust the supplier’s ability to, for example, lower costs
while increasing productivity and sales through the agency of an offer based on the new
technology. As Anderson et al. (2006) have asserted, a general rule in building credibility is to
demonstrate the value propositions emanating from, in our case, the new technology.
Acceptance by the customer of such propositions will potentially increase the supplier’s sales

in the longer term:

“We’ve done a lot of application developments ... a lot of design studies... They [the
customers] realize that this is something interesting, that we have something to bring

to the party.” — Senior manager
and

“What is interesting, even among our top ten customers, is that they see the fruits of
the work that we conduct. They realize the value of applications based on our new
technology and that those actually create concrete value in their firm.” — Senior

manager

By constantly demonstrating value propositions for customers, SteelCo has succeeded in
creating the confidence that the new technology and its associated market offers can deliver

increased value in the customers’ own processes.

4.3 The technology level: demonstrating the technology
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To maximize the probability that its market-shaping strategy would be successful, SteelCo
needed to present various kinds of evidence that the new technology was valid and
trustworthy from a technical and functional perspective. In doing so, it focused on three
composite activities: replicating processes, building application knowledge, and co-
developing technology. Activities at the system and market offer levels may not be enough to
grow both the firm’s own market and the entire market for the new technology; others could
be needed that focus on acquiring and disseminating facts and evidence at the technology
level. A challenge in implementing this plan is, however, that customers are often reluctant to
try an unproven new technology in their operations, as we have seen at the system and
market-offer levels. To counter this tendency, SteelCo developed a number of illustrative case
histories and Excel spreadsheets capable of quantifying and demonstrating the power of the
new technology. To reinforce proof of the value of the technology, the company further
invested in equipment similar to its customers’ own in order to replicate their production
process. Its Research & Development Center, which focuses on matching conditions as in

customers’ operations, is:

“... basically a development tool but, at the same time, we use it as a marketing tool

because that’s the essence of what we’re trying to do.” — Senior manager

The R&D Center could thus help SteelCo to increase its knowledge and competence with
respect to customers’ products and, perhaps more importantly, their production processes:

“We need to get more into the key customer processes to understand.” — Senior

manager

As a first step, this created the ability to replicate their production processes and products but
was not necessarily perceived in a positive light by those customers:

“In the whole communication strategy, it was always emphasized that we don’t want
to make the components and sell them, but want to learn how we can contribute to a

better compaction job, a better machining job, better sintering.”

The composite activity termed replicating processes not only improved SteelCo’s
understanding of customers’ situations but could also optimize the applicability of the new
powder technology to their products. By replicating processes, SteelCo can also improve the

grasp of the technology’s possibilities among actors further downstream.

Thus, activities at the system and market offer levels may not be enough to shape a market,
and previous research (Callon et al., 2002; Harrisson and Kjellberg, 2015) has highlighted the
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importance of the “exchange object’: for example, the intrinsic ‘heterogeneity’ of the
technology. SteelCo strives for multiple applications of its technology, on the basis that it has
a smaller overall market share than competing technologies. Market shaping is a matter of

shaping the technology as a strategic variable rather than treating it as a fixed commodity.

Developing the SteelCo R&D Center to its present staffing level of about twenty was not
without challenges, one of which was to recruit new competencies. For instance, one manager
said that:

“My background is that I have been working for seventeen years with the leading

components manufacturer [a major SteelCo customer].”

As well as replicating processes, an emphasis on staff education had proved to be important
for the development of the host firm’s understanding of customers’ and end users’
applications. The activities at the technology level discussed so far paved the way for radical
prototyping activities aimed at co-developing technology with component manufacturers and
also with other more specialist engineering firms, such as those in surface technologies. An
example is the development of a complex, vital sub-system for the automotive industry,
which SteelCo redesigned using components produced by its own technology. That
application was promoted at several trade shows as a means of demonstrating the possibilities

for the technology:

“We started to cooperate with [a rally driver] who competes in the World Rally
Championship with a really cool car, and we put the system made of components from
our technology into that car. Now people in the market started to realize: perhaps this

technology isn’t that stupid after all.” — Senior manager
Such prototyping activities had been unique in the market in a variety of respects:

“We have to do something that differentiates us, and that is to come up with a new
offering based on combining our material competency, working with new enabling
process technologies, and working with application and design-related aspects.” —

Senior manager

This example of prototyping was evidence of the targeting of component applications other
than those previously targeted, in order to create new opportunities for SteelCo’s technology,
as were several other examples not cited here. They ultimately led to the solving of problems
with customers and co-development of the new technology with them. Thus a manager
explained:
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“We invite customers directly ... very often, as we spend time in [our] production

facility, they say: ‘Right, now we understand’.”
and:

“We also invite customers to come here with their tools so they can adapt ... It’s a
way of getting them to work with us ... to do development work that they perhaps

don’t have the time or the resources to do themselves.”

Though the firm’s customers are generally key in the pushing forward of the boundaries of
the technology, some of the more complex activities are based on joint cooperation with

external experts:

“One backbone of the R&D Center is to work with the world-leading partners in
different areas ... So we’re trying to increase our critical mass by adding partnerships,

tech partnerships, and working with new enabling technologies.” — Senior manager

The prototyping activity furthermore provides new possibilities for the provision of the

evidence needed to redefine the market:

“In making the [application], we’ve now invited the entire market to join us on this
project. We put a lot of money into that, we started redesigning and a year and a half
later, we’d generated some data and created the value proposition, and then we
knocked again on the doors of the components manufacturers, said: ‘Look, what do
you think now, is this of interest to you, would you like to join us?” Then, suddenly,
we were talking, because then they realized that “Wow, this is something we shouldn’t

miss.” — Senior manager

Changing the way market actors conceive of an offering, or introducing many versions of it,
can dramatically change markets. This process is closely related to changes in the ways in
which such offerings are evaluated and assessed: the associations that constitute them are
either intrinsic, depending on the product itself, or extrinsic, depending on that evaluation and
assessment (Callon et al., 2002). This line of reasoning suggests that markets can be altered
by influencing what market actors consider important when they assess a product, as well as
their abilities to consider such matters (Mallard, 2007; Sjogren & Helgesson, 2007).

5. Discussion and implications

The aim of our study was to improve general understanding of the process of shaping markets

by unraveling the activities a firm performs as it attempts to shape a given market. The
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qualitative analysis of our participant-generated analysis identified nine of those, distributed
within three proposed levels of influence, as shown in Figure 1. By performing these
activities, the host firm of our research study worked actively to shape its markets by
embracing not only the new technology and the firm’s market offers, but also the unspoken
rules, guidelines and evaluation schemes developed over time by the actors in a proposed new

market and shared among them.

A firm aiming to shape a market needs to have in place a conscious and active market
strategy, which demands specific skill sets (often new) and competences, a long-term
perspective, and dedicated senior managers who recognize the long-term value of these

activities, given that market-shaping strategy does not necessarily deliver short-term financial

results).
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Figure 1. Levels of influence and composite activities in the market-shaping process.

Co-developing technology

What is evident from our study is that, to succeed in its market-shaping ambitions, a firm
needs to build its recognition and legitimacy and secure market access by placing emphasis on
all three levels of influence. It needs to build legitimacy in the system, authenticate its market

offers in customers’ minds, and demonstrate the functionality of its new technology.

A key finding to emerge from analysis of the responses to the unstructured and semi-
structured interviews with a range of executives at SteelCo was that a firm seeking to shape

the market needs to carry out multiple activities aimed at all three levels of influence and
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commit multiple resources to that effort if it is to be effective. SteelCo, for instance, employs
more than twenty people in its R&D Center, which is focused on the technology level of
influence only. A market-shaping firm must also be able to balance a range of time horizons
and influence levels effectively, so that the inherent activities form reinforcing cycles and
support each other. Those horizons might range from the longer-term and more uncertain
timescales required for legitimacy-building activities at the system level, aimed at influencing
the unspoken rules shared among the actors in the market (Edvardsson, et al., 2014) to the
concrete value-oriented and sales-related activities at the market offer level, aimed at specific

customers in specific situations (Toytéari and Rajala, 2015).

A market-shaping firm thus needs to be proficient in working at different levels of tangibility
in its offers, such as abstract levels that cater to general audiences in one-to-many interactions
and concrete levels that, for example, demonstrate value propositions in one-to-one
interactions. It therefore needs to recruit and develop different competences and skills, such as
in customizing the type of information and delivery mode to many customers in different
situations. Strategies employed to build the appropriate competences often focus on the
training of sales and R&D staff to interact with a variety of kinds of target audiences and
communicate different types of information, as Ottosson and Kindstrom (2016) have noted.
Firms thus need to build the necessary competences proactively and/or acquire the human and
physical resources needed to meet the particular demands of market shaping.

The different levels of influence and associated activities should not be implemented in
isolation bur rather should be allowed to interact in such a way as to reinforce and build on
each other: that is, synergistically. From the operational perspective, it ought to be possible to
plan the implementation of the parallel composite activities in an appropriate time sequence,
as in the frameworks proposed by Kjellberg and Helgesson (2007) and Storbacka and
Nenonen (2015). Although this particular issue was not the focus of the present study, we
suggest that it is important to place the ‘demonstrating the technology’ level of influence at an
early stage in the market-shaping process. In markets in which previous technologies or
solutions are well established, shaping the market and persuading its members to accept the
new technology can be made more difficult by the inherent path dependencies and inertia
identified by Storbacka and Nenonen (2015). Adopting a market-learning perspective, the
same authors argue that ‘trigger events’ may set a shaping process in train. Our study suggests
that demonstrating the viability of a technology functions as that trigger, but other events and

activities might do so in other market-shaping situations. For example, the market offer level
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of influence can become more important if the viability of the technology has already been
demonstrated. Authenticating a new market offer, perhaps to a new target segment, could
become the trigger event.

Lastly, echoing recent research by Ulkuniemi et al. (2015) and Kjellberg et al. (2015), our
findings lead us to see market shaping as an active market strategy to be consciously and
deliberately implemented, not as an ad hoc tactic. Market-shaping is thus a long-term strategy

that must focus on several levels simultaneously if it is to be successful.

Although a market-shaping firm such as SteelCo can attempt to drive the shaping process
itself, a key factor in its success in the long term will be to involve its stakeholders in the
process. Those could range from partners who helped to develop the core technology and
early adopters to lead customers who have accepted the market offer, powerful downstream
actors (typically OEMs) which throw their weight behind the shaping process, and industry

associations that function as stepping stones in standards-setting procedures.
6. Future research and limitations

Our study focused on unraveling the activities performed by a market-shaping firm, which is
the first step in trying to understand the inner workings of that process. It thereby
complements previous research into market practices and market innovation (Kjellberg et al.,
2015). There are many interesting areas for future research that could potentially be a logical
continuation of our study specifically and the market-shaping research stream in general.

One such undertaking would be investigation of the interaction between the levels of
influence and the sequence of their appearance in various market-shaping processes, perhaps
in a longitudinal research study. That could, among other things, shed more light on how
market-shaping processes emerge and how they can be characterized, for example as
fast/slow or complex/simple, over time. Another fruitful initiative in future research would be
to study aspects of market shaping quantitatively. The developing corpus of qualitative
research findings could function as a foundation for the development of hypotheses and
constructs, to be tested in larger samples than are normal in qualitative studies.

Lastly, verification of the results discussed here in other settings is another imperative for
future research. This proposal identifies one key limitation of the present study: the fact that it
gathered data from one host company only. Although the firm selected seemed to be an
appropriate choice for the research objective, generalization to a broader context is a potential
challenge and verification becomes a key issue. A second methodological limitation is that the
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identified consequences of the firm’s market-shaping activities were derived from the more or
less spontaneous comments of a selection of its own employees. Future research should aim
for a less restricted source of the data constituting the building blocks of a theoretical

framework by, for instance, by adding a dyadic or multi-actor element.
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Table 2. Market-shaping activities on three levels

competitors and industry groups

Level of Composite Single activities Consequences Ilustrative quotes
influence activities
System: Changing norms | Influencing Increases understanding of the | “I’ve made a couple of presentations at
Building institutions and new technology for all market meetings as we propose projects. |
. market stakeholders including partners, | argue: look, let’s make it a big project ...
legitimacy

let’s work together to develop the
technology and the value of that
technology.”

“We invited our competitors ... the cake is
so big that everybody would get a decent
chunk of it, so let’s embrace the entire
market.”

Encouraging
acceptance at the
customer level

Increases understanding of the
new technology and of the
opportunity to grow together

“Some of our larger customers were getting
annoyed that we were doing “their’ job:
developing new components that they hadn’t
managed to produce by themselves. Still,
they can’t fight too much since we’re only
trying to grow the entire market.”

Infusing
knowledge

Diffusing knowledge
among downstream
actors

Increases understanding of the
new technology and builds
awareness of the new market

“We arrange technical seminars for
customers’ and end users, where we work
with certain themes.”

Building customers’

Increases the probability that

“We train our customers in using the
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competence

customers change to the new
technology

technology ... they can send operators, new
employees ... we gather a group a couple of
times a year and call in the “TECH’ school.”

Boosting
demand

Boosting demand at
the end-user level

Creates a pull effect in the
market channel and increases
end-users’ knowledge of the
technology

“We want to create a pull so that our
customers can start using our technology ...
so we are working together with them
[OEMs and end users] in order to create the
pull from the OEM level.”

Identifying new
application areas for
technology further
down in the market
channel

Opens up new market areas and
increases the host firm’s
knowledge of needs and
opportunities

“We are working together with [the end
users] to understand their demand. We do
our customers’ R&D for them, so to speak.
We try to find what is needed in the markets
... in order to sell more [of our technology].”

Market offer:

Authenticating
the market
offer

Realizing value

Creating specialist
competence in sales
and marketing

Facilitates the creation of
demand at several levels of the
market channel

“If we are to approach downstream actors,
we have to be able to be incredibly concrete
and to show the value ... and be very
specialized and able to discuss at the highest
level.”

Visualizing value

Allows the customer to fully
understand the benefits of the
offering

“We had to create data and back our value
proposition up with data — solid data that we
can measure, and show to the customer.”
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Customizing offerings

Allows the host firm to become
a unique supplier and deepens
the relationship

“The OEM or first tier, they don’t want a
new material. They don’t want to integrate a
new material standard. What they want is a
proven solution that works for their function
and ideally is cheaper in the end.”

Understanding

Setting internal goals

Permits a continuous focus on

“Take sales as an example: We’re setting

customers for major customers developing marketing and sales | long-term goals, and we have strategies for
strategies directed at major how to reach them. We state that, for these
customers customers, we’ll be working on increasing
our market share and, for other customers,
we focus on different parameters.”
Interacting with Facilitates the selling of value, | “Even if we have a customer representative,
customers at several including know-how and there are many different people who have
levels service, and deepens contact with the customer ... technicians
relationships talking with technicians ... and of course
sales people talking with purchasers.”
Building Demonstrating the Encourages customers to trust “The better we get at understanding
credibility supplier’s ability and | the supplier’s ability to lower customers’ needs and processes, the better

trustworthiness

costs and increase productivity
and sales through the new
technology

we get at developing material that improves
their processes, and helps them with their
problems.”
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Demonstrating value
propositions enabled

Creates confidence among
customers that the new

“What is interesting, even among our top 10
customers, is that they see the fruits of the

by the new technology results in increased | work that we conduct. They realize the value
technology value in their processes of applications based on our new technology
and that those actually create concrete value
in their firm.”
Technology: Replicating Investing in Increases understanding of the | “We do not want to make and sell the
. processes customers’ production | customer’s situation components, but we want to know have we
Demonstrating ) .
equipment can better contribute to the customer’s
the technology N
situation.”
Producing small Optimizes customer products “Our R&D Center is basically a
volumes of customer | for the new technology and development tool ... but we also use it as a
products increases competence with marketing tool, because that’s the essence of
respect to customer production | what we’re trying to do.”
Prototyping possible | Increases downstream actors’ “We started to cooperate with [a rally driver]
new products understanding of the potential who competes in the World Rally
of the technology Championship with a really cool car, and we
put the [system] made of components from
our technology into that car. Now people in
the market started to realize: perhaps this
[technology] isn’t that stupid after all.”
Building Recruiting application | Increases knowledge and “My background is that | have been working
application specialists competence with respect to the | for seventeen years with the leading part
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knowledge

application areas

maker [i.e., a SteelCo leading customer].

Educating employees
in customer
applications

Increases knowledge and
competence with respect to the
application areas

“We need to get more into the key customer
processes to understand.”

Co-developing
technology

Co-developing
technology with
customers

Builds deeper relationships and
facilitates technological
development

“We also invite customers to come here with
their tools [products] so they can adapt ...
It’s a way of getting them to work with us ...
to do development work that they perhaps
don’t have the time or the resources to do
themselves.”

Solving problems
with customers

Builds deeper relationships and
facilitates development

“We invite customers directly ... very often,
as we spend time in [our] production facility,

they say: ‘Right, now we understand’.

Establishing
partnerships with
external experts

Increases understanding of the
technology and the system

“One backbone of the [R&D Center] is to
work with the world-leading partners in
different areas ... So we’re trying to increase
our critical mass by adding partnerships, tech
partnerships, and working with new enabling
technologies.”
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