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ABSTRACT

A firm's ability to win orders on the market depends on its competitiveness. A
competitive firm wins order on the market, which results in a positive sales devel-
opment. Orderwinning criteria are those criteria that make a difference to the
customer when he decides between qualified offered products. The selling and the
buying actors may have the same or different ideas about what constitute these
orderwinners, and they may also differ in their evaluation of the competitive
strengths of a firm. The selling and buying actors' perceptions of orderwinners
and competitive strengths are analysed as the degree of fit between these percep-
tions. A good fit means that the two actors agree on orderwinning criteria and the
firm’s competitive strength on this criteria. We expect that a good fit relate to a
positive sales performance of the selling firm’s product. In the paper we analyse
different situation of fit and misfit for the ten product families of  four small
manufacturing Swedish firms, and how these situation relate to the sales develop-
ment patterns of the product families. The results reveals that a good fit is related
to a stable economic development of sales, while two different situations of misfit
may lead to a economic regression or to an expansive development of sales.

INTRODUCTION AND RESEARCH QUESTIONS

A firm’s ability to develop, manufacture and market attractive products, is fundamental in the
market economy. In competition with other firms it offers its products to customers, and the
customers make their choice among the offered products. In a market economy, at least in the-
ory, the customer makes the decision to buy, or not to buy, an offered product. The ability of a
firm to attract the interest of the customer and to make a better offer than its competitors is
then fundamental for the survival and positive development of a firm. The competitiveness of a
firm could be described in terms of its ability to win orders on the market.

The competitiveness of a firm depends on many factors (see for example Ansoff & McDonnell
1990, Rumelt 1974, Johnson & Scholes 1993, Porter 1980, Slack et.al. 1995). We will not try
to summarise the vast literature on how to develop and implement different types of corporate,
competitive, functional or other types of strategies. We will relate our discussion to just one
manufacturing strategy perspective, even if there exist rivalling manufacturing strategy frame-
works. Hill (1985, 1993, 1995) has in a number of books and articles developed a reputable
framework for linking corporate and functional strategies, that we will relate to. The frame-
work describes five steps to take. The first is to define the corporate objectives (for example
ROI, profit, growth). The next steps are to determine a marketing strategy to meet these ob-
jectives, analyse how different products win orders on the market against competitors and, fi-
nally, establish an appropriate manufacturing process and infrastructure to support the com-
petitiveness of the firm (Hill 1985). The activities that these steps initiate are interrelated, and
cross traditional functional borders. One important aim with the process is to initiate a debate
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in the firm where all functions could play a role. In a ”manufacturing strategy framework”
manufacturing of course plays a central role, but it is possible to use the framework, slightly
modified, if you focus other strategic functions of a corporation. The strategic functions are
those that directly support markets, such as R&D, marketing and engineering, while human re-
sources, accounting and finance do not have a strategic role (Hill 1995). The non-strategic
functions are still important, but they do not have the responsibility to directly support the
markets of a manufacturing firm.

The competitiveness of the firm, then, depends on its ability to make appropriate choices of
corporate and marketing objectives, based on a thorough knowledge about its market(s), and
on its ability to use its total resources to support the criteria that define how orders are won.
Hill (1995) distinguishes between three types of criteria; ”qualifying”, ”order-losing” and
”order-winning” criteria. Qualifiers are those criteria that a firm must meet to have a customer
consider it to be a possible supplier, while the order-winners are those criteria that win orders.
Some qualifiers are more sensitive than others, because if the firm does not meet the necessary
standards on such a criterion, it will lose the order and most likely also potential future orders.
The role of orderwinners and qualifiers are not stable. They change over time, they work in
combinations, and they work in different ways on different markets and with different custom-
ers.

Qualifiers and order-winners are in the framework defined from the firm’s own perspective.
Hill (1995) points out the difference between ”contractual customer requirement” and ”actual
customer requirement”. He argues that the analysis of actual customer requirement, or behav-
iour, should be based on a detailed analysis of actual orders the customer places, and not only
on what the contract tells you. One reason to favour the actual customer behaviour is that
there may exist a great organisational and information distance between the function that is re-
sponsible for negotiating and agreeing on contracts, and the way these contacts are trans-
formed into actual orders. The manufacturing strategy (process choice and infrastructure)
should indicate how to respond to the total mix, load, and frequency of actual placed orders.
Hill argues that you have to study how a customer actually behaves, not what he says, to un-
derstand the nature of markets (Hill 1995).

In business relations between small firms with only a few employees, these organizartional and
information distances do not necessarily exist, however. Most functions are embodied in the
same person, the owner and manger of the firm. He develops and implements both corporate
and functional strategies, and it is his responsibility to develop relations to customers, he nego-
tiates the contracts, and he also supervises the manufacturing function. In short, we can expect
him to have a good perception of what his customer wants and values. His perception of the
reason why the customer buys his products, that is the qualifiers and orderwinners, are funda-
mental to the competitiveness and sales development of the firm.

In the small scale and rather transparent world of SMEs we think it is possible to directly ask a
customer about the motives behind his own behaviour. An alternative to study actual orders, as
stipulated by Hill’s framework, could then be to ask a customer about his perception of what a
firm offers. The customer could also indicate what are, according to his view, the order-
winners of that firm.

There may, of course, exist a difference in the perceptions of the buying customer’s, and the
selling firm’s view on qualifiers and orderwinners. The selling part does not always know the
motives behind a buyer’s decisions, the aspects of an offer that a customer put values on, how
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the buyer positions the selling firm in relation to its competitors, or even if he does any com-
parisons of offers at all. It is the purpose of this article to discuss and analyse these differences
of perceptions, and the impact they may have on a firm's sales development.  We also want to
contribute to the adjust the discussed manufacturing strategy framework to the special case of
SMEs.

In the first part of the analysis, we compare SME managers’ and their customers’ statements
about orderwinners, then we also compare their perceptions of the competitiveness of the
products of the SMEs. The comparisons result in three alternative outcomes. One alternative is
that the statements of both parties correspond. In that case there exists a fit between the man-
ager’s and the customer’s perspectives. The two other alternatives both indicate differences in
statements or perspectives. There may for example exist different views on orderwinners. The
manager may overestimate the competitiveness of the firm’s product on certain criteria, com-
pared to the customer’s opinion, or vice versa. For example, the manager may estimate that the
price of the product is lower than a competing firm’s product, but according to the customer’s
statement he does not agree. We will not try to decide which statement is true, but restrict our
analysis to the situations of agreement (fit) or disagreement (misfit) of perceptions.

We will also test some hypotheses about the impact these types of fit/misfit may have on the
sales development of the firm. The most fundamental hypothesis is that the better the fit be-
tween the manager’s and the customer’s perceptions, the better the sales development of the
selling firm will be. A theoretical background to this hypothesis is easily found for example in
marketing research. One common statement in marketing is that “you should know your cus-
tomer”. If the selling and buying parts in a transaction agree about qualifying and orderwinning
criteria, that should indicate a high degree of “good knowledge” and also that the selling part is
successful in satisfying the buyers needs. If that is not the case, no transaction will take place.

We also test two alternative hypotheses. They are both about misfit situations. The first alter-
native hypothesis states that if the firm’s perception of its competitiveness exceeds its cus-
tomer’s, it will have a superior development of sales. The second alternative hypothesis states
the opposite situation; if the customer’s perception of the firm’s competitiveness exceeds the
firm’s own judgement, the firm’s sales development is superior.

METHOD AND DATA

The hypothesis states a relationship between fit or misfit in perceptions of seller and buyer per-
ceptions and sales performance. The research approach must, then, give us opportunity to
study both sides of the sell-buy process. The information should be about specific products and
orders placed for these products, and it should cover the opinions and expectations of both the
selling firm and its customer’s. We also need information about the sales performance of the
firms.

We concluded that a case study approach should be an appropriate choice, and that we could
make use of some case studies that we already have used for other purposes. The original fo-
cus of these case studies was on the external competence acquisition processes of small and
medium sized enterprises (SMEs)  (Ylinenpää, Hörte 1995). The case study information in-
cludes answers to questions about the ”orderwinning” and ”qualifying” criteria of the product
families of the firms. The empirical base is, however, limited to ten product families manufac-
tured by four Swedish SMEs. They are all manufacturing firms. Two firms are manufacturing
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fabricated metal products, machinery and equipment, one firm manufactures wood products
and the fourth firm manufactures electronic products and software. Some products of the firms
are subsupplies to other firms, while other products are developed and sold by the firm to end
customers. We use code names to hide the identity of the firms, because we promised the firms
to do so. Table 1 depicts some basic information about the firms.

Table 1. The studied firms

Code
name

Branch of
industry

Estab-
lished
(year)

Annual sales
1993 (MSEK) Number of

employees
Product family
(S=subsupply)

Electro Electronic 1984 18 14 Industry PCs
Customer specific systems
Software products

Comfort Machinery
and equip-

ment

1969 13 15 Comfort systems
Refrigerating units

Mast Metal
products

1963 7.5 12 Mast production
Metal frames (S)
Support legs (S)

Prehouse Wood
products

1969 30 19 Prefabricated houses
Planery (S)

The information were obtained in the following way. We asked the manager of the firm to de-
fine the qualifying and order-winning criteria of each family of products, according to his
opinion. He described the order-winners and qualifiers as answers to open ended questions.
We analysed and re-coded, or translated, his answers into a predetermined list of criteria. The
list of criteria is based on a sample of orderwinning and qualifying criteria discussed by Hill
(1995). A firm’s products may have very specific orderwinners, but the criteria are often re-
lated to general criteria such as price superiority, conformance quality, delivery speed or reli-
ability, product specific features like colour and product range, brand name or after-sales sup-
port. The list of criteria (in total 10 criteria) that we used cover issues related to the product
(i.e. price, design, range, quality), the manufacturing process (i.e. delivery speed, reliability),
and market related issues as after-sales support.

To be a wellknown, established supplier could also play an important role in winning orders.
Established relations between firms are expected to have an impact on the buying firm’s choice
between competing offers. Many of the mangers of the firms state that established relations are
important for their business. It is, however, mostly seen as a qualifier and seldom as an order-
winner. Established relations are more important to routine sells compared to situations when
the firm competes with offers from other firms to win an order.

We also asked the manager to name the most important and demanding customer of each fam-
ily of products, and we asked the demanding customers the same set of questions that we
asked the manager. We used the same procedure for coding the answers for both types of re-
spondents.

In a  second series of questions we asked the manager, and the demanding customer of each
product family, to compare the performance of the firm to its most important competitor, using
the same list of criteria that we used for coding the orderwinners and qualifiers. We asked the
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respondents to indicate the position of the firm’s product family on a scale from ”worse than
the competitor”, ”about the same”, or ”better than the competitor”. The answers to the ques-
tions indicate the competitiveness of each product family.

The manager also gave us a report on the development of sales for each product family for the
1990-93 period. A simple ordinal scale, utilising five steps, is used to indicate sales develop-
ment. The range of the scale goes from a negative development (coded as 1), over a stable
situation (3) to a very expansive development (5), using value 2 and 4 as intermediate steps.
Value 4 indicates that the sales development of the firm has some years been stable and other
years expansive, while value 2 indicates a combination of stability and regression of sales de-
velopment. None of the four firms show, however,  a sales development pattern of  type 2.

Table 2 summarises the set of questions asked, and the type of respondents that constitute the
sources of information used in the analysis.

Table 2. Orderwinners, competitiveness and sales development of the ten product families

Set of questions Type of respondent
Which are the orderwinners?
(List of 10 criteria)

SME Manager Customer

SME´s competitiveness compared to competitor?
(1. ”Worse”, 2. ”Same as”, 3. ”Better than” competitor)

SME Manager Customer

Sales development 1990-93 of product family
(1. Regressive, 2. Variable but negative trend, 3. Stable,
4. Variable but positive trend, 5. Expansive)

SME Manager
(and register data)

ANALYSIS AND RESULTS

The analysis is structured as follows. First we discuss the perceptions of orderwinners, held by
mangers and demanding customers. Then, we focus the competitiveness of the firm according
to the manager and his customers.

The concept of fit, and of misfit, is an important concept in the analysis. We will cover all types
of fit that the available data allows. It is possible to study the fit between the corporate strategy
and the marketing strategy of the firms, between strategy (on different levels of the firms, and
of different types of strategy) and the way the firm develops and utilises its resources (manu-
facturing process, human resources, etc.). We will, however, just focus on two comparisons,
indicated in Table 2.  The first is about the fit between the manager’s and his demanding cus-
tomer’s view on the criteria that determines the outcome of the sell-buy process they are en-
gaged in. The second focuses the manager’s and his customer’s perception of the selling firm’s
competitiveness.

When we analyse the business relations between the SMEs and theirs demanding customers,
we sometimes find long-term relations, for example long-term subcontracting. This often result
in the  establishment of personal relations between the individuals involved in the process. The
analysis of the business relations of the studied firms reveals that this is the case for many of
their markets. Managers often state that established relations are one important reason why
business between the firm and its customer takes place. All firms state that established relations
are important for business for at least one of their product families. None of the demanding
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customers, however, refer to established relations as a reason to accept a sell offer, or to make
a buy order. To be known as a supplier is an important qualifier for a SME, otherwise it will
not have the chance to win an order. It is, however, possible that good personal relations will
win orders, but this outcome is decided by the customer. Our analysis indicates that the man-
agers, as compared to their customers, generally tend to overestimate the importance of having
established relations as an orderwinner. An alternative interpretation of this result can be that
customers generally do not wish to recognise the impact established relations have on their
buying decisions, and instead want to stick to more ”business rational” motives, when he ex-
plains why he places an order. If the first is true, we have a genuine lack of fit; in the second
case, the problem is more about the research methodology we use.

Managers and customers view on orderwinners

Table 3 depicts the orderwinning criteria (excluding ”established relations”) for each product
family, according to the manager of the firm and one of his most demanding customers. It is
difficult to directly compare orderwinners chosen by the manger and his customer’s. The man-
ger talks about what he, in his total offer, perceive make a difference to the customer; why the
customer buys his product. The customer’s decision, on the other hand, is (at least in theory)
based on the outcome of a rational decision process where offers from different firms are com-
pared. Perhaps we should change the terminology and talk about order-selling and order-
buying criteria instead of just orderwinners. An actual ”buy” presupposes a kind of agreement
between a buyer and a seller, but it does not necessarily mean that a perfect fit must exist be-
tween the manager’s and his customer’s perceptions of orderwinners.
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Table 3. Orderwinners according to the firm and its customer

Product family Orderwinning criteria according to
Firm  (S=subsupply) the SME manager a key customer of the SME
Electro Industry PCs Conformance quality

After-sales support
Product specific features
Product design
Conformance quality

Electro Customised sys-
tems

Delivery speed
After-sales support

Price
Product specific features

Electro Software Product specific features
After-sales support

Product specific features
Conformance quality
After-sales support

Comfort Comfort systems Price Price
Product specific features
Conformance quality
After-sales support

Comfort Shop refrigerators Price
Delivery speed
Delivery reliability
After-sales support

Price
Conformance quality

Mast Masts Price
Product specific features
Delivery reliability

Price
Product specific features

Mast Metal frames (S) Delivery speed Price
Conformance quality

Mast Support legs (S) Delivery speed Price
Conformance quality
Delivery speed
Delivery reliability

Prehouse Prefabricated
houses

After-sales support Price

Prehouse Planery (S) Price Price
Delivery speed
Delivery reliability

Some similarities are, however expected to be found, and Table 3 reveals that this is also the
case. Comparing the criteria that the two parties declare to be orderwinners, we find that the
customer’s number of criteria usually is larger than the manager’s. The opposite is true for just
one product family; shop refrigerators. The managers list include in total 18 criteria, compared
to the 26 criteria listed by the customers. There is a low degree of fit for almost all product
families. Price is one criterion mentioned by both parties for four product families, but price is
on the managers list for eight out of ten product families. There is also a striking difference
between evaluations of conformance quality. The customer lists conformance quality six times,
but only once in agreement with his supplier. The conclusion is that we find a substantial gap
between the managers’ and their customers’ opinions on why they do business together.
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Managers and customers view on the competitive strength of the product families
The second comparison is about the perceived competitiveness of the SMEs products. Our ba-
sic hypothesis is that a good fit of SME manager’s and customer’s perceptions of the competi-
tive strengths is related to a superior sales development, compared to situations of misfit. That
is, if the manager knows what make his product competitive, we expect to find a positive sales
development, but only if the customer shares the manager’s perception. A situation of fit is
then defined as when the manager and the customer agree that the firm’s product offer is better
(value +1), about the same (value 0), or worse (-1) compared to the most severe competitor’s
offer. A comparison between the SME manager’s and his customers perceptions of the com-
petitive strength (SME manager’s value - Customer’s value) has, then, five possible outcomes.
A zero value indicate that they agree on how strong the SME is on a certain criteria, a positive
sign (+1,+2) indicates that the SME manager tends to have a higher opinion of the strength of
his firm on the specific criterion, compared to his customers opinion, while a negative sign in-
dicates the opposite situation. Figure 1 and Table 4 depicts the results of this comparison.

There exist differences in
perceptions of the com-
petitiveness for all prod-
uct families (Figure 1).
The managers tend to
have a higher opinion of
the competitiveness for
most of their products,
even if the opposite is
true for Electro’s three
products families. Elec-
tro’s customers do not
agree with the managers
perception of the In-
dustry PCs, Customer
specific systems or the
Software products.
While the manager tend
to think his products

have a disadvantage compared to his competitors’ products, the customers instead perceive
them superior. There is, for example, a large disagreement about how competitive the prices of
the products are. According to the manager, two of the product families have a price disad-
vantage compared to competing products, but the customers tend to disagree. The difference is
most striking for the Industry PC family. While the manager talks about a price disadvantage,
the customer states that the prices are actually lower then the competitors’.

While Figure 1 depicts the different perceptions of the product families, Table 4 depicts differ-
ences in perception of each of the ten competitive criteria. We have ten criteria and ten product
families. The first row in Table 4, then, indicates that the managers and customers agree on the
competitive strength of 8 products, and disagree on two products.

Sum of  (Manager - Customer perceptions)

Pc
Cust

Software
Comf syst

Refrig
Masts

Met frames
Suppor legs

Houses
Planery

-6

-4

-2

0

2

4

6

Prehouse
Masts
Comfort
Electro

Figure 1. SME manager’s and his customers´ perception of competitive
strength of product family.
Left hand scale: Sum of differences of manager’s and his customers’ per-
ceptions of the competitive strength of the SMEs’ products, compared to
competitor’s (-1=worse than, 0= same as, +1=better than) on 10 criteria.
Zero = no differences in perceptions exist
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Table 4. SME manager’s and his customers evaluation of the competitive
strength of the firm’s 10 product families.

Customer perceive
SME stronger than

the SME does

SME and cus-
tomer agree (Fit)

SME perceive itself
stronger than what
his customer does

Competitive criteria -2 -1 0 +1 +2
Product performance 0 1 8 1 0
Product range 0 1 6 3 0
Product quality 0 2 6 2 0
Product design 0 1 4 5 0
Delivery reliability 0 5 1 4 0
Delivery speed 0 1 6 3 0
Distribution system 1 3 5 1 0
Cost/price 3 2 4 1 0
Marketing 1 3 3 3 0
Aftersales service 0 0 6 4 0
Sum 5 19 49 27 0

About half of the comparisons indicate a situation of agreement (fit), while the rest of the
comparisons indicate some type of misfit. We have two situations of misfits. The first, and
slightly more common (27%), implies that the firm manager tend to overestimate the competi-
tive strengths of the product family compared to how his customer estimates his strength.  The
other alternative is that the company underestimates the competitive strength of the firm.
While a situation of misfit is found for half of the comparisons depicted in Table 4, we only

find a more severe de-
gree of misfit  (+/-2) for
the situation of underes-
timation.

Another way of analys-
ing the degree of fit, or
misfit, is to compare the
evaluations of competi-
tive strength of the man-
ager and his customer
on the product family
level. Figure 2 depicts
the results of such a
comparison. A positive
value on the scales used
in Figure 2 indicates that
the SME manager (y-

axis), or his customer (x-axis), perceive the firm’s product, (average of the 10 criteria) as supe-
rior to the competitors’ product. A negative sign indicates the opposite situation.

We may use the situation when both parts agree on the position of a product on the scale as an
indicator of fit. A situation of fit is roughly indicated in Figure 2, only to make the line of rea-

T
I

F

T
I

F

Customers' perception of the product's competitiveness

SME manager's perception of own product´s competitiveness

-4 -3 -2 -1 0 1 2 3 4 5 6 7
-4

-3

-2

-1

0

1

2

3

4

5

6

7

Planery
House
Legs
Frames
Masts
Refr
Comf
SW
Cust
PC

Figure 2. The SME manager’s and the customers’ perception of com-
petitive strength of 10 products. An area of ”perfect” fit is roughly indi-
cated in the diagonal.
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soning clear, and not as an indication of how large a disagreement of opinion should be to
merit as a situation of misfit.

A rationally thinking customer will not position a product on the negative side of the scale. A
negative sign would indicate that he perceives a competitor’s product superior to the product
he actually buys. We do not find any products in that area in the graph. The customers perceive
all products to be superior, on at least one criterion, compared to the competitor’s products.

We find, however, one product, software (SW), that the SME manager perceive lack in com-
petitive strength. He perceives that the competitors are better on product design, marketing
and that they have a superior distribution system. The customer agrees that the product design
is not as good as some competitors’. On the other hand, the customer thinks the price and the
fast deliveries of the firm to be superior to the competitors. Considering all, he regards the of-
fer of the SME to be better than the competitors’.

To sum up the analysis so far, we may conclude that the managers tend to overestimate the
competitive strength of some of their products, but there are also a few clear cases of underes-
timation. The customers perceive two of Electro’s products as very competitive, but the man-
ager does not seem to realise that. In general, the degree of fit is not very large. The manager
and his customer often disagree on the matter of orderwinners, and they do not seem to agree
on the competitive strength of the products either.

Degree of fit and development of sales development

Our main hypothesis states that a good fit is related to a positive sales development of a prod-
uct family. Table 5 depicts the sales development patterns of the ten product families. There
are three products with a negative sales development, fabricated by three different firms. No
firm is connected to a specific sales development pattern (compare Table 1). The two expan-
sive product families are, for example, fabricated by Electro and Mast.

Table 5. Sales development 1990-93 of the ten product families. (S=subsupply)

Sales development pattern

Regressive (R) Variable, nega-
tive trend (RE)

Stable Variable, positive
trend (SE)

Expan-
sive (E)

Refrigerating units
Metal frames (S)

Prefabricated
houses

none Comfort systems
Planery (S)

Customer specific
systems

Software products
Mast production

Industry
PCs

Support
legs (S)

If the product family is a subsupply does not relate to the sales development pattern either. The
three subsupply product families are distributed between the  regressive, stable and expansive
sales development patterns.

We expect, however, to find a positive sales performance of a product family if the firm man-
ager and his customer agree on what are the orderwinners, and that the firms offer is superior
to the competitors on this crucial criteria. This circumstances we define as a situation of fit.
The alternative hypotheses deals with the two situations of misfit. Results that indicate that
firms that overestimate their competitive strength have a better sales development than other
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firms supports the second alternative hypothesis. Results indicating that superior sales devel-
opment in situations of underestimation support the second alternative hypothesis.

Figure 3 summarizes the
results of this analysis.
The figure depicts prod-
uct families with differ-
ent sales development.
The left hand scale is
calculated as the mean
of values indicating
overestimation (+1, +2),
underestimation ( -1, -2)
or fit (0) for each prod-
uct family and criteria.
Overestimation indicates
that the manager esti-
mates his product to be
more competitive than
what his customer does.
Underestimation indi-
cates the opposite; the
manager estimates his
product as less competi-
tive compared to his
customer’s estimation.
An example will clarify
the calculation. Industry
PCs and Support legs are

the two product families with expansive sales development among the ten product families.
The SME manager and his customer agree on the competitive strength of PCs on 5 criteria and
of Support legs on 4 criteria, in total 9 criteria  on the two expansive product families; average
Fit= 4.5 (indicated with the rightmost not filled bar in Figure 3).

The result of the analysis supports the hypothesis that products have a favourable sales per-
formance, when they operate in a situation characterised by a good fit between its own and its
customer’s perception of the strengths of the product. Products with a stable sales perform-
ance pattern have a high degree of fit. The manager and the customer agrees on (average) six
of the ten criteria.

The sales development is, however, even better if the customer’s perceptions of the competi-
tive strengths of the product surpass that of the firm’s manager. The situation, where the man-
ager underestimate the competitive strength, is related to an increase of sales development, and
strongly supports the second alternative hypothesis.

The third situation, when the firm overestimates its own competitive strengths (as stated in al-
ternative hypothesis 1), seems to be dangerous. Firms with high opinions about its competitive
strength in specific markets/product families, opinions which are not shared by their customers,
reveal a tendency to have a negative sales development.

Figure 3. Average competitive strength of product families with differ-
ent sales development patterns.

FIT = Manager’s and customer’s perception of competitive strength co-
incide
Underestimation= Manager perceives firm to be less  competitive than
its customers do
Overestimation= Manager perceives firm to be more competitive than its
customers do.

Degree of economic growth of product family

Average number of competitive criteria

Regressive (R) Stable (S) Variable (SE) Expansive (E)
0.0

2.5

5.0

7.5

OverestimationFitUnderestimation
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CONCLUSIONS AND IMPLICATIONS FOR FURTHER RESEARCH

Analysing actual, as opposed to contractual customer perceptions and comparing with the
firm’s internal perceptions of market need and firm competitiveness, reveal several interesting
phenomena. One is the result that SMEs and their key customers to a significant degree dis-
agree on the factors that motivate their commercial co-operation. This study has pinpointed the
need for further theoretical development of Hill’s terminology of order-winning and qualifying
criteria. As demonstrated by differences in opinions about the value of different marketing
factors, especially the value of established relations, it seems to be appropriate to analyse these
differences in terms of “order-selling criteria” and “order-buying criteria” respectively in order
to improve our understanding of how (and why) business agreements are achieved.

Another insight relates to contingency theory and the concept of fit. Knowing and sharing
customers’ perceptions of different aspects of a firm's competitiveness demonstrates, according
to predominant theory, that a firm knows its market, and that this insight is related to a better
market performance. This was also indicated in the results from this study, however not in a
very significant way. Instead the results depict “the benefice of a favourable misfit” when com-
paring SME-managers’ and customers' perceptions of firm competitiveness: Firms that in com-
parison with their key customers underestimated their competitiveness tend to have a positive
market performance. On the other hand our results implicated that firms overestimating their
competitiveness seem to be following an adventurous path, resulting in declining sales. The re-
sults have both theoretical and practical implications.

On a theoretical level our results may challenge the predominant opinion that fit per se is the
ultimate manifestation of a market-oriented firm exposing a favourable market performance.
However, the concept of fit may well be more appropriate in a stable situation where market
competition is predictable, and the pace of technological renewal is limited. In a more turbulent
setting where change regarding products, processes, markets and customer preferences be-
comes the normal state1, the interest should be more on “misfits” than on “fits”. This is re-
flected also in the development of “the quality movement”, where a search for fit (to fill cus-
tomer needs) today is replaced by an ambition to surpass customer expectations and to create
“delighted customers” (Godfrey, 1993). Our results may indicate that, e.g., market perform-
ance relates more to favourable or unfavourable misfits than to the traditional concept of fit.
This, then, is a challenge for future theoretical and empirical research, especially when consid-
ering the limited empirical base of this study.

From a more practical point of view the results of this study clearly address the dangers of
overrating the firm’s competitiveness. Perceived competitive advantage that is not recognised
by customers seems to be as superstitious in turbulent economy of today as it was in the old
days of stability.
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