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(2)ABSTRACT 


This paper is about B2B Marketing company Novozymes and takes to analyze its business 
 network relationship to explain how does the company conducts its business and dealing with 
 challenges  on  the  way.  Therefore,  we  have  created  two  research  questions  to  analyze  and 
 answer the question from a B2B company’s point of view. Our research questions are; How 
 does a company like Novozymes which operates in several complex industries got its business 
 strategy affected by the changes in market place? and What strategies does Novozymes create 
 to deal with industry problems in B2B marketing context? 


Our purpose of writing this thesis is to see how much a big B2B multinational got affected by 
 the actors around their business network such as their suppliers, consumers and competitors. 


Furthermore, we want to analyze and explain what does a B2B company do when they face 
 challenges and downturns in their business. In this study, we have used mostly the qualitative 
 data to explain our points while proving them with some quantitative data as well. This paper, 
 structured  as  a  case  study  and  both  primary  and  secondary  data  methods  have  been  used 
 throughout  the  data  collection  process.  Primary  data  were  acquired  from  semi-structured 
 interviews while secondary data were collected from electronic sources. 


Throughout  our  analysis  in  this  paper,  we  have  concluded  that  Novozymes  affects  and  get 
affected  by  the  actors  surrounding  their  business  network.  In  the  analysis  section,  we  have 
shown the clear connections between the B2B marketing theories in the case of Novozymes 
and its activities. There are several drivers that company should think about before expanding 
into  new  markets  where  their  collaborations  with  Unilever  is  exemplified  this  process  of 
localizing  into  new  emerging  markets.  The  profound  analysis  of  Novozymes  showed  that 
concentrating  on  emerging  markets  have  brought  more  opportunities  than  company  has 
anticipated  and  became  a  good  example  for  other  B2B  companies  which  are  and  could 
experience similar types of challenges throughout their business life.  
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(4)1.Introduction


In this chapter, background of the research problem and problem discussion will be presented. 


It will be followed by the purpose of our research, delimitations, target group and disposition 
 of the thesis structure. We will end this chapter with explicating our research questions. 


1.1.Background of the research problem 


In my opinion, a company could only consider itself a successful one whether it satisfies its 
 customers with their final product or service. According to Kumar (1999), the most natural 
 way of obtaining extraordinary returns on investment (ROI) for companies is to create and 
 retain long-term client relationships with their consumers. Therefore, companies should try to 
 generate products or services that could last and benefit longer to their consumers than their 
 competitors. According to Bowman (2012, p.277), the current contemporary companies are 
 constantly in activities of seeking and approaching new consumers instead of concentrating on 
 keeping their current customers. However, it is also the part of fundamentals of economics, it 
 is believed that the sustainable growth through sales could only be achieved through preserving 
 the existing customers of companies (Bowman, 2012, p.277). Nevertheless, due to increase in 
 competitions among companies in every market, companies are desperately trying to survive 
 in the market by delivering superior value to their current customers and in this way, try to 
 expand and retain their target market rather than exploiting them for a short-term profit (Ellis, 
 2011, p.19).  


As it is vital for businesses to obtain customer loyalty and retention, it is also proved with 
numbers that it could be up to 20 times more expansive for companies to find new customers 
than  retaining  the  existing  ones  (B2B  International,  2013).  Nowadays,  when  we  consider 
successful businesses, we will see that these companies have loyal customers and this gives 
them competitive advantage in the marketplace. As mentioned before, this consumer behavior 
is highly related with how much companies satisfy their consumers so that customers do not 
even think of shifting to alternatives. When we investigate B2B environment we can see that 
companies are doing business with other companies, where it encompasses all the product and 
service  deals  that  two  parties  conduct.  Compared  with  the  traditional  B2C  market,  B2B 
activities are higher in economic values and consist higher risk and complexity. Therefore, we 
can say that cost of switching to other supplier for a company is much tougher than a customer 



(5)switching to another brand. In an aggressive economic environment, companies are obliged to 
 consider cost effectiveness and stable profitability therefore, it is indispensable for companies 
 to  obtain  strong  and  long-term  relationships  with  their  suppliers  and  buyers  (Naghibi  & 


Sadeghi, 2011, p.902).  


In  this  paper,  we  will  analyze  relationship  and  network  marketing  for  industrial  companies 
 where they achieve competitive advantage through these areas of inter-organizational relations. 


It is crucial for decision makers to improve in relationship and network marketing where it is 
 believed  that  the  successful  businesses  could  only  be  made  when  there  is  a  sophisticated 
 interpersonal communication between buyers and sellers in the industry (Oliva, 2012, p.30). 


This trend shifted the purpose of marketing where companies in efforts of generating long-term 
 and profitable relationship with their targeted customers (Bridgewater & Egan, 2002, p.6). 


In  B2B  markets,  buyer-seller  relationships  are  usually  consisting  of  multiple  contexts  and 
 rather  long-term  interactions  between  companies  (Håkansson,  1982,  p.25).  These  networks 
 help companies to obtain relationships that gives mutual benefits to both parties (Hart, 2003). 


Inside a network, interactions between sellers and buyers could bring up several problems as 
 well as could lead to further opportunities in the future as well (Håkansson & Waluszewski, 
 2013,  p.441).  These  interactions  between  both  supplying  and  buying  parties  will  start  with 
 adaptation  process  where  two  parties  get  to  know  each  other  better  and  then  followed  by 
 business  effectiveness  of  both  parties  which  will  consequently  result  in  stabilizing  and 
 generating  the  network  relationship  (Mohamed,  1989,  p.2).  As  a  result,  this  successful 
 relationship where the interactions are made through creation, utilization, adaptation and idea 
 exchange, efficiency and innovation would be the inevitable consequences of these interactions 
 (Håkansson  &  Waluszewski,  2013,  p.445).  These  interactions  are  highly  affected  by  the 
 characteristics of each actor in the industry where it strongly influences processes, cooperation 
 and coordination between buyers and sellers (Ellis, 2011, p.126). Such characteristics could 
 have  different  effects  on  different  networks  where  it  could  either  improve  or  prevent  the 
 efficiency and innovation. 


Recent  economic  globalization  and  advancement  in  technology  has  led  to  growing 
opportunities for people and businesses as well as to a complex, dynamic and an uncertain 
business environment (Tåg, 2008). Local businesses which are aiming to expand in overseas 
have experienced severe challenges from different environments when creating and managing 



(6)customer  and  business  relationships.  Therefore,  it  is  crucial  for  businesses  to  consider  the 
 differences among the characteristics of networks in different international industries at the 
 global business scale (Bridgewater & Egan, 2002, p.33). This has caused local businesses to 
 differentiate their attitude towards their network actors in different contexts and markets where 
 it is believed that these cooperation and collaboration in these business networks are crucial 
 for each company that want to be successful overseas. 


Managing a company is a challenging task, where in big multinationals it is made by group of 
 people and yet a final decision about a company’s future could still turn out to be a mistake 
 even though there are dozens of decision makers in the company. These managers could easily 
 choose their own good rather than company’s or simply not being good enough for the job. 


Nevertheless, these managers are in the end the ones whom are key for conducting the B2B 
 relationship  between  companies.  These  managers  should  respond  to  changes  in  the  market 
 environment, endorse the ongoing B2B agreements and should concentrate on value creation 
 from  these  agreements  (Bradford  &  Weitz,  2012,  p.417).  Successful  firm  strategy  creates 
 superior  value  for  consumers  and  help  company  to  improve  in  the  areas  of  marketing, 
 engineering, finance or production. Inter-organizational marketing activities could be advanced 
 if only decision makers seek to improve their business and the future of their fellow companies. 


This  research  revolved  around  the  case  of  biotech  company  Novozymes,  which  is 
 acknowledged  as  a  leading  global  company  engages  in  the  research,  development  and 
 provision of biotechnology solutions (Schaefer, 2017). The company has listed number 20 in 
 Forbes’ Top Multinational Performers list reaching to $12.2 billion market cap as of May 2017. 


Moreover, company is listed in top 1000 highest market value companies in the world and by 
 2016 is listed on 82nd place in the most innovative companies list (Schaefer, 2017). Novozymes 
 holds an estimated 48% share of the global enzyme market which puts them as a market leader 
 in  the  industry  (Novozymes,  2017).  Furthermore,  Novozymes  named  2017  as  their  most 
 innovative year ever. Sales numbers have increased immensely compared to the year before 
 where  they  have  recorded  9%  which  is  again  one  of  the  highest  in  company’s  history 
 (Novozymes, 2017).   


The significant advancements and improvements in technology has led biotechnology market 
to grow more than 7% annually and expected to reach to market worth of $727.1 Billion by 
2025  (GVR,  2017).  Biotechnology  uses  biological  systems  or  living  organisms  for  the 



(7)development of its products mostly biopharmaceutical drugs. The leading regions for the global 
 biotech industry are the United States and Europe. There are more than 650 companies and 
 over 200 thousand employees settled mostly in the United States and Europe generate more 
 than $130 billion biotech revenue as of 2015 (Statista, 2018). The United States is the main 
 hub  for  biotech  companies  where  more  than  $100  billion  revenue  solely  generated  in  this 
 country. San Francisco Bay Area is the highest concentrated place where biotech companies 
 are located and revenues generated, and more than 100 thousand people are in this sector in the 
 US (Statista, 2018). There are key themes in the industry where it helped this growth become 
 this significant. Advancements in regenerative medicine and genetics in diagnostics and the 
 fact that companies are focusing on these issues has led the growth in sector and is expected to 
 continue  through  2025  (GVR,  2017).  Biotech  is  crucial  for  the  research  and  development 
 process  for  finding  cure  for  cancer  where  multiple  drugs  have  been  made  throughout  the 
 century (Statista, 2018). Moreover, it is also used in agriculture, beverages, bakery, textile and 
 so many more industries that is why it is still considered as a very broad and growing industry 
 for new companies as well.  


The recent technological improvements in the biotechnology market has led to an increased 
 competition  in  the  market.  This  ever-growing  intensity  in  the  market  has  increased  the 
 importance of companies’ activities of strategic networking, coordination and cooperation with 
 their  business  partners  and  at  their  supply  chain  activities  as  well.  As  a  company  like 
 Novozymes, it is crucial for their business to maintain and strengthen these relationships with 
 their business partners, buyers and end-users operating in several different fields. When doing 
 business internationally there are several factors that multinationals should consider in order to 
 establish strong ties with their foreign business partners. Factors such as culture, languages, 
 economic  variables,  attitudes  and  political  stability  among  the  countries  have  a  crucial 
 importance  for  multinationals  (Turnbull  P.W.,  1979).  Therefore,  decision  makers  should 
 analyze all these variables and create strategies for each market and its different conditions. 


This changing environment around the company sphere creates interesting topics to write about 
in an academic paper where it will be investigated that how these knowledge is transferred to 
company database and its relationship with the company strategy in different markets around 
the globe. For this reason, we will dig into Novozymes’ strategies of doing business in different 
regions and how company perceives arising challenges from these markets and reduces the 
potential pitfalls. 



(8)1.2.Problem Discussion 


In B2B environment, industry is mostly shaped by the complexity of the products, availability 
 of buyers and the value of the orders among the organizations in the market. Since generating 
 sales and eventually revenues are crucial for every organization for survival in the market, it is 
 important for companies to reach out to the available information, privileged knowledge about 
 both the market and competitors in the industry. Therefore, in order for companies to generate 
 strategic plans about which product to provide in which way, it is essential for decision makers 
 to know what are the competitive advantages as well as weaknesses at the targeted market (Pitt 


& Nel, 1988). Moreover, inter-organizational relationships are almost important as considering 
 changes in the market outside the organizational relationship level. As B2B markets growing 
 rapidly every year it is not enough for company managers to rely solely on factors in the market 
 but also should concentrating on improving the quality of relationship with its buyer companies 
 which are their consumers, opponents and suppliers in our context.  


In  a  highly  competitive  B2B  market,  it  is  essential  for  company  managers  to  realize  the 
 importance of recruiting and retaining long-term customer relationships for company’s sake 
 (Ellis, 2011, p.320). In B2B marketing context, this is considered as the strongest source of 
 competitive  strength  (Weitz  &  Bradford,  1999).  Companies  generate  these  relationships  by 
 applying B2B marketing communications strategies which is by far the costliest department 
 for  companies  such  as  Novozymes  in  terms  of  business  benefits.  At  the  industry  that 
 Novozymes  operates  in  which  is  being  a  solution  provider  for  other  big  companies  in  the 
 market, complex demands from the company makes it costly on time and resources in order to 
 finalize  their  deals  to  conduct  their  business.  For  this  reason,  Novozymes  now  has  more 
 subdivisions in company to bring more managers in specific markets than before to concentrate 
 more and show that they care all about their regions operating in. Recent analysis showed that 
 this new arrangement in corporate structure brought significant benefits to the company which 
 proved  how  important  managers  are  dealing  with  consumers  in  Novozymes’  business 
 (Novozymes,  2016).  Increased  careful  planning  and  clear  guidance  from  the  company 
 managers have advanced the effectiveness of the company in most markets and resulted in 
 positively consequently. 


Novozymes is one of the oldest companies in the biotechnology industry that operates more 
than 70 years as of 2018. Even though their first mover situation in the market, it is still crucial 



(9)and sometimes challenging for their business to attract new business partners and expand into 
 new markets (Novozymes, 2018). In biotechnology industry B2B marketing is a crucial tool 
 for companies where they market their products and services to other businesses. Therefore, 
 technological innovation, reaching to new and valuable information are crucial for companies 
 to develop and secure their position in the industry. As we look to successful companies in the 
 industry,  we  could  easily  conclude  that  the  successful  companies  are  the  ones  that  are 
 constantly seeking and trying to improve in these areas such as Novozymes. As the company 
 earns the 48% of the market share in industrial enzymes market, Novozymes operates in 130 
 countries and manufacture across three continents (Novozymes, 2018). 


For a multinational company as Novozymes, where the purpose of the company is to work with 
 innovative  customers  across  the  globe,  providing  products  to  these  customers  to  help  them 
 produce  more  from  less  and  make  their  products  stand  out  and  reduce  costs  in  the  end 
 (Novozymes,  2018).  As  a  company  which  delivers  biological  solutions  to  its  consumers, 
 Novozymes  supplies  innovations  to  the  world’s  leading  companies  across  40  markets.  The 
 company believes they improve the sustainability performance of their consumers and their 
 partners  (Novozymes,  2018).  Since  2000,  the  company  has  brought  more  than  100  new 
 molecules to market to address specific industry and customer challenges. Moreover, company 
 has the largest technical service team in the biotechnology industry to ensure that their experts 
 are on the ground to provide successful solutions for their consumers (Novozymes, 2018). We 
 believe that this is an important point to mention about since the relationship that Novozymes 
 has  with  its  buying  actors  is  crucial  for  B2B  markets  as  well  as  its  relationship  with  its 
 competitors and opponents. Hence, all the data that is related with the relationship strategy of 
 Novozmyes will be in our interest throughout this paper. 


1.3.Purpose of research 


The main scope that this master’s thesis paper will be on examining and describing the role of 
relationships that a multinational company Novozymes has with its business actors in B2B 
marketing  context.  We  will  investigate  the  broad  network  that  company  has  and  how  does 
company deals with different problems in several markets that they operate in. We are aiming 
to understand how multinationals such as Novozymes which are present in several markets 
around  the  globe  got  affected  from  factors  such  as  customer  relationship  and  partnership 
management  in  B2B  marketing.  This  paper  is  hoping  to  become  a  guidance  tool  for  other 



(10)multinationals  that  are  conducting  B2B  business  activities  while  explaining  the  complex 
 marketing management and relationship strategies of Novozymes.  


1.4.Research questions 


The research questions in this paper are based on our own analysis of the company in B2B 
 relationship marketing aspect.  


The activities of Novozymes in: 


 have helped us creating our RESEARCH QUESTIONS.  


-  How does a company like Novozymes which operates in several complex industries 
 got its business strategy affected by the changes in market place? 


-  What  strategies  does  Novozymes  create  to  deal  with  industry  problems  in  B2B 
 marketing context? 


1.5.Delimitations 


Within the scope of this thesis, we have mostly focused on the activities that company has in 
 different  situations  in  several  markets.  Novozymes  is  operating  in  five  industries  and  each 
 industry has its specific problems whereas in this paper we have only mentioned about the two 
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(11)most important ones. Novozymes was chosen to be the case company in this paper both because 
 the company is the market leader in its market nevertheless still trying to expand into new 
 markets and strong connections that the author has with the company professionals to obtain 
 primary data.  


Novozymes had a recent change in their corporate governance structure where they increased 
 the allocation of vice presidents in a more responsive way, where they shifted their focus from 
 solely concentrating on regions to concentrating both industries and regions in the same time. 


This changed has happened on February 2016 and has become a basis for this thesis paper 
 where significant amount of problems were believed to be happening before this new allocation 
 (Novozymes, 2017). Therefore, since this is a very recent change from the time that this paper 
 has been written, the collected data would be both new, not completely reliable and does not 
 mean that it will not change in different direction in the future. 


In big multinationals such as Novozymes, business decision making relies on several factors 
 starting  from  financial  reasons  to  supply  chain  management,  research  and  development  of 
 technology, logistics, country political factors and many more. However, in this paper, we will 
 analyze only the sales network activities of Novozymes in B2B context due to the length of 
 our paper and the scarcity of research time that we have during the preparation of this thesis.  


1.6.Target group 


This paper is not solely based on the case of Novozymes’ business success but also it is also 
approached  its  way  of  company’s  dealing  with  its  business  problems  in  both  critical  and 
consulting point of view. Therefore, we believe that this thesis could be beneficial to not only 
Novozymes’ management team but also other companies that are operating in similar business 
way in B2B Marketing. Thus, this paper could help other companies’ sales network managers 
to develop solutions by analyzing the similar cases where Novozymes saved and enhanced its 
business  in  numerous  markets.  B2B  Marketing  is  a  growing  and  a  wide  scale  activity  for 
companies therefore we think that this paper could help more and more companies in the future.  



(12)1.7.Thesis Disposition 


-  Chapter 1 – Introduction provides the background of the topic studied. The purpose, 
 research questions and delimitations are included as well. 


-  Chapter  2  –  Company  Background presents  the  information  about  the  chosen  firm, 
 Novozymes. The company’s business, different industry units, sales and partnership 
 network will be introduced. 


-  Chapter 3 – Definitions introduces the concepts that have been mentioned in the thesis. 


-  Chapter  4  –  Theoretical  Background consists  of  the  relevant  theories,  concepts  and 
 models used in B2B Marketing analysis, network relationships and intra-organizational 
 solutions. Further researches that are related with the subject of this thesis will also be 
 presented. 


-  Chapter  5  –  Methodology introduces  the  way  we  construct  this  paper  from  the 
 beginning.  The  method  of  doing  this  and  choices  of  data  collection  will  also  be 
 determined and demonstrated. 


-  Chapter 6 – Empirical Data Findings is the part where all the primary data collected 
 from  the  interviews  and  the  secondary  data  from  the  internet  and  company  internal 
 database are presented. 


-  Chapter  7  –  Analysis is  where  the  study  is  deeply  analyzed  and  explained  with  the 
 collected data and theories chosen. 


-  Chapter 8 – Conclusion provides results and presents the conclusion we made from the 
 analysis  in  order  to  answer  our  research  questions  of  this  research.  The  section  of 
 suggestions for further research is also specified. 


2.  Company Background 


In this chapter, our case company Novozymes will be presented starting from its historical 
background.  Furthermore,  it  will  be  followed  by  the  information  about  their  business 
industries, their sales network and their recently changed corporate governance structure will 
be  presented.  This  data  is  gathered  from  both  primary  resources  such  as  interviews  and 
secondary resources from the internet.  



(13)2.1.Historical background of Novozymes 


Novozymes  A/S  is  a  global  biotechnology  company  headquartered  in  Bagsværd  outside  of 
 Copenhagen,  Denmark.  The  company  has  exactly  6485  employees  by  the  end  of  2015. 


Novozymes  is  a  multinational  where  it  has  operations  in  a  number  of  countries  around  the 
 world  including  China,  India,  Brazil,  Argentina,  United  Kingdom,  the  United  States  and 


Canada  (Novozymes,  2015). 


The company is aiming to be successful in the areas of research & development and production 
 of  industrial  enzymes,  microorganisms  and  biopharmaceutical  ingredients.  Novozymes  was 
 found  by  the  brothers  Harald  and  Thorvald  Pedersen  in  1925  as  Novo  Terapeutisk 
 Laboratorium and Nordisk Insulinlaboratorium with the aim of producing insulin (Novozymes, 
 2018). In 1941, the company’s predecessor launched its first enzyme, trypsin, extracted from 
 the pancreas of animals and used to soften leather which put Novozymes as the first one to 
 produce  enzymes  by  fermentation  using  bacteria  in  1950s  (Parameswaran,  B.  et.al.,  2013). 


Furthermore, in the late 1980s Novozymes presented the world’s first fat-splitting enzyme for 
 detergents  manufactured  with  genetically  engineered  microorganisms,  called  Lipolase  to 
 increase further of its range of business operations (Watts, 1989). 


However, the current Novozymes with the name, strategy and as a different identity company 
 was founded in 2000 as a spinout from pharmaceutical company Novo Nordisk (Novozymes, 
 2018). In the 2000s Novozymes has aimed to reach the most markets possible and expanded 
 through  acquisition  of  several  companies  focusing  on  business  outside  the  core  enzyme 
 business. Amongst these companies were the Brazilian bio-agricultural company Turfal and 
 German  pharmaceutical,  chemical  and  life  science  company  EMD/Merck  Crop  BioScience 
 Inc.  (Bloomberg,  2010).  These  acquisitions  helped  Novozymes  to  develop  and  improve  its 
 business, and let them become the leader in sustainable solutions for the agricultural biological 
 industry (Vinluan, 2014).  


As  a  company  mission,  Novozymes  wants  to  continue  its  unique  position  towards  the 
dedication to enzymes and microbes. For more than 70 years, company is constantly putting 



(14)their efforts to collaborate with the biological problem solvers where in the end they believe, 
 Novozymes is creating difference to the world that we share (Novozymes, 2018). More than 
 6000 employees of the company whom they called Zymers are trying to find ideas to make a 
 difference which is the foundation behind the company philosophy. Therefore, we can say that 
 the company’s purpose is deeply rooted in their heritage which is achieving to solutions with 
 their  sales  network  that  are  their  customers,  consumers,  governments,  academia  and  others 
 around them in terms of finding the sustainable answers that our world needs (Novozymes, 
 2018).  


Sustainability is a key word for Novozymes’ business activities that it drives the company’s 
 approach to decision making and is reflected in their purpose, strategy and long-term targets. 


For Novozymes sustainability means adding economic, environmental and social value to its 
 sales  network  (Novozymes,  2018).  The  company’s  long-term  targets  are  inspired  and 
 motivated by real and positive impact on the world that the biological solutions that they offer. 


Novozymes is trying to reach 6 billion people with their biological solutions by the year 2020. 


In this way 6 billion people worldwide will be using products made by their solutions at least 
 once a week. In order to obtain this goal, company needs to be closely connected to their sales 
 performance. Successful execution of the company strategy will help them to increase their 
 reach to multiple industries in both emerging and developing markets where they believe they 
 have the greatest potential. Furthermore, company is aiming to educate more than 1 million 
 people  about  the  potential  of  biology  to  attract  more  consumers  in  the  future  by  injecting 
 knowledge about science and sustainability to their consumers through reaching out to schools, 
 universities and communities (Novozymes, 2018).  


Moreover, company is aiming to catalyze 5 global partnerships for driving change in order to 
 make the necessary impact on the world. By 2020, company is aiming to form five high-impact 
 partnerships  dedicating  on  solving  key  global  issues  with  public  and  private  organizations. 


Novozymes  also  wants  to  deliver  10  transformative  innovations  that  has  an  impact  on 
transforming markets in an innovative way which will create significant impact for customers 
and make the world more sustainable. In this way, another goal for company is to save 100 
million  tons  of  CO2  in  2020  by  helping  their  customers  to  improve  their  environmental 
performance and will help company to fight against the climate change. This will happen by 
reducing their consumption of energy, raw materials and chemicals (Novozymes, 2018).  



(15)2.2.Novozymes’ business industries 


Novozymes is following the triple bottom line strategy on delivering value to its consumers 
 and partners. The company believes that sustainability means adding economic, environmental 
 and  social  value.  These  three  values  are  the  core  ones  for  Novozymes’  way  of  conducting 
 business activities. Integrating sustainability is the core of the company’s business and it is a 
 key component of business strategies and management processes. Novozymes is always trying 
 to ensure that they add value to their network and deliver sustainable solutions (Novozymes, 
 2018). Sustainability is governed by all the company decision makers where the company’s 
 long-term targets are shaped by the UN Sustainable Development Goals criterion. Furthermore, 
 company managers are always measuring the environmental impact of their solutions on a life 
 cycle assessment basis where they identify and focus on the issues most relevant to their triple 
 bottom  line  strategy.  Company  has  several  checking  mechanisms  which  allows  them  to 
 continually  track  and  improve  their  environmental,  social  and  governance  performance 
 (Novozymes, 2018). 


Novozymes believes that their sales network more generally their stakeholders are crucial for 
 their business success. As a B2B Marketing based company, they are aware that engagement 
 with their stakeholders is essential part of their current and future success. In the end, company 
 creates value for their customers and bring solutions in order for them to cut costs and reduce 
 their environmental impact. For instance, fluctuating raw material prices and volatile markets 
 are an everyday reality for many of Novozymes’ customers where the company help them use 
 raw materials more efficiently to reduce, or substitute, use of traditional chemicals with more 
 sustainable alternatives. Another example is where the company could help their customers to 
 develop Life Cycle Assessment where they get informed about the areas of a product life cycle 
 that represent the biggest cost saving opportunities. Lastly, with climate change high on the 
 agenda,  Novozymes  think  that  they  could  use  sustainability  as  an  advantage  to  attract 
 customers where the long-term company target about increasing global CO2 savings will affect 
 other companies in a more environmentally friendly way (Novozymes, 2018). 


Novozymes currently has five industries that they currently operate: 


-  Household care 
-  Food & Beverages 
-  Bioenergy 



(16)-  Agriculture & Feed 
 -  Technical & Pharma 


In 2017, company had the highest returns than ever where 65% of this growth obtained from 
 developed markets and the rest 35% was from emerging markets. We will start with Household 
 care  industry  which  generates  the  highest  rate  of  32%  of  sales  to  the  company.  This  is  the 
 section  where  the  company  provides  enzymes  to  laundry  detergents,  textiles  &  leather  and 
 pharma. In this industry, company had a 1% sales growth compared to last year even though 
 sales  were  flat  in  Europe,  the  Middle  East  and  Africa.  Good  sales  performance  in  North 
 American, Asia Pacific and especially China helped company to have increased returns. Latin 
 America was the only market where sales went down due to continued weak market conditions. 


Company is expecting a further growth in Household care industry in the second half of 2018 
 by increased penetration in emerging markets where constant increased demand is recorded 
 while continued focus on developed markets (Novozymes, 2018). 


Food  &  Beverages  industry  is  the  second  area  that  the  company  is  focusing  on  where  it 
 accounts to 28% of total sales of the company by 2017. This is the section where the company 
 provides enzymes to baking and beverage companies, grains, oils and fats, and some food and 
 nutrition  companies.  In  this  industry,  company  had  a  record  of  9%  organic  sales  growth 
 compared  to  last  year  and  kept  its  dominant  position  in  the  market.  Even  though  price 
 reductions  in  North  American  market  affected  company  in  a  negative  way,  the  strong 
 performances in European, the Middle Eastern and African markets have more than offset this 
 downturn  in  the  end.  Innovations  in  the  market  such  as  demand  for  lactose  reduction  have 
 helped company to explore new opportunities in the industry. In 2018, company is expecting 
 to have continued increase in growth in sales where again the emerging markets are a vital 
 hope for the company in the future despite the expected poor performance of the industry in 
 North American market due to abovementioned circumstances (Novozymes, 2018). 


The third industry that Novozymes operates in is Bioenergy which has generated 18% of total 
sales  for  the  company  in  2017.  This  is  the  section  where  the  company  provides  enzymes 
specifically  to  biotechnology  and  bio-agriculture  field  where  it  strongly  ties  up  with  the 
company philosophy. In this industry, company had a record of 11% sales growth compared to 
last year and pioneered the market with its sustainable solutions. The growth mainly was driven 
by the broader product portfolio and stronger focus of the company to this industry compared 



(17)to  previous  years  and  the  growing  conventional  biofuel  market  in  the  United  States.  Even 
 though there were general growth in almost every region for this industry, American market 
 was  the  primary  reason  for  this  record  growth.  Continued  innovation  and  technological 
 improvements in the biotechnology field helps Novozymes to grow in a faster pace each year 
 where the company expects that this trend to go further in 2018 as well. Growing calls for CO2 
 reduction in the transportation sector and the political incentives are helping the company to 
 exploit the opportunities in the market even more for the future (Novozymes, 2018). 


Agriculture & Feed is the fourth industry that the company is focusing on which accounts to 
 15%  of  total  sales  for  the  company  in  2017.  This  is  the  section  where  company  provides 
 enzymes dedicated to animal health and nutrition. With the 3% decrease in the sales growth in 
 this industry, this is the only declining one among the company industries by 2017. Decreasing 
 demand to company products has led Novozymes to collaborate with some other companies to 
 focus  on  a  long-term  growth  in  this  industry.  New  product  developments  after  this 
 collaboration is expected to deliver Novozymes a slight growth starting from the second half 
 of 2018. Nevertheless, uncertainty in global farm economics and consolidation of other big 
 companies in the industry is not expected to help Novozymes in the short-term (Novozymes, 
 2018).  


Technical  &  Pharma  is  the  fifth  and  last  industry  that  the  company  is  operating  in  which 
accounted to 7% of total sales for the company in 2017. This is the section where company 
provides enzymes to pharmaceutical companies and focuses on reducing water consumption, 
improve water quality and clean wastewater. In this industry company has recorded a 2% sales 
growth compared to last year which was mainly came from the Pharma part. Company has 
divested  its  long-time  entity  where  they  believe  that  it  is  not  providing  any  benefits  for 
Novozymes anymore. For this reason, company is expecting a higher rate of growth in 2018 
with the continuous focus on process optimization and cost reduction (Novozymes, 2018).  



(18)Novozymes had recorded 4% organic sales and 2% net profit growth overall in its business in 
 2018. Increased growth in especially emerging markets such as the Middle Eastern and African 
 markets where the company recorded most of the 4% growth helped Novozymes to return on 
 growing in double digits in financial table after a break of almost a decade (Novozymes, 2018). 


This positive impact on company performance will be the foundation for our paper to be able 
 to explain how this growth trend was the opposite in previous years. 


2.3.Novozymes’ Sales Network 


Novozymes  has  operations  in  6  continents  where  company  chooses  its  partners  to  make  a 
 positive  impact  on  their  business.  The  company  is  solely  producing  end  products  to  other 
 companies  therefore  the  strategies  and  partnerships  among  Novozymes  and  its  consumer 
 companies  need  to  have  common  focus  areas  of  doing  business.  The  company  has  two 
 production facilities in the United States, three in Denmark, one in South Africa, one in China, 
 one in India and one in Brazil. Furthermore, the company has several subsidiaries dispersed all 
 over the world (Novozymes, 2018).  


As of 2016, Novozymes is dividing its sales network into two broad markets which are namely: 


developed and emerging markets. In developed markets, company is focusing on the markets 
where their business is mature and gained a remarkable market share such as in North American 



(19)and  European  regions.  Emerging  markets  however,  are  the  regions  where  company  is  still 
 considered as a new entrant to the sector where they are expecting higher growth rates than the 
 developed markets. Middle Eastern, African, Asian and Latin American markets are considered 
 as emerging markets in Novozymes’ business portfolio that these markets are expected to act 
 like in abovementioned factors.  


If we look at sales by geography of Novozymes in 2017 regardless of mentioning this two 
 separation as developed and emerging markets, we can say that in North American market the 
 company  had  6%  increase  in  sales  derived  from  its  Bioenergy  industry  despite  the  poor 
 performance  of  Agriculture  &  Feed  industry.  North  America  makes  34%  of  total  sales  of 
 Novozymes  and  it  is  always  considered  as  a  vital  market  for  the  company.  In  Europe,  the 
 Middle East & Africa region sales increased by 4% in 2017. The company industries such as 
 Food & Benerages and Bioenergy have contributed this growth whereas Agriculture & Feed 
 and  Technical  &  Parma  industries  have  decreased  the  growth  rate  of  sales  in  this  region. 


Europe, the Middle East & Africa accounts to 36% of Novozymes’ business which is the most 
 compared to any other region is expected to increase even more with the company’s recent 
 successful performance in the Middle Eastern and African markets (Novozymes, 2018).  


In Asia-Pacific region Novozymes’ sales have increased by 5% in 2017 where all industries 
except Technical & Pharma one have contributed this growth rate. This region accounts to 20% 



(20)of total sales for the company and is constantly growing every year with the increased focus 
 on the headquarters to this region on sales performance. Lastly, Latin American region was the 
 only one that Novozymes failed to increase its sales where they declined in sales by 1% in 
 2017. Since company is still a new entrant in this market with some of its industries, the weak 
 consumer confidence on Novozymes’ products thought to be the main reason for this downturn. 


Even though company did good in Bioenergy and Technical & Pharma industries, it was more 
 than  offset  by  a  decline  in  Food  &  Beverages,  Household  Care  and  Agriculture  &  Feed 
 industries.  Latin  American  region  accounts  to  10%  of  total  sales  of  the  company  where 
 Novozymes believe that they will increase their sales in this area by focusing more on the local 
 characteristics and being more responsive to the different market needs (Novozymes, 2018). 


2.4.Novozymes’ Governance Structure 


Until the year 2016, Novozymes had an operations structure where they split into two divisions: 


Emerged  markets  and  Developed  markets.  As  we  explained  in  the  previous  chapter,  these 
 markets were determined by the market position of the company in these regions where they 
 expect constant positive returns and less risk or higher returns in a riskier environment due to 
 position of the company. However, this separation has not been yielding positive returns for 
 the company and the growth rates have started to decrease from 8% approximately to 1,5% by 
 the end of year 2015 (Novozymes. 2018). The company was having problems in especially at 
 the emerging markets where they could not approach the right businesses and their problems. 


Furthermore, the company managers were in struggle to capture the new market opportunities 
 in these markets due to the amount of workload that they have as solely dividing their business 
 focus to developed and emerging markets rather than approaching and offering solutions in 
 product oriented.  


Because  of  all  these  reasons,  in  February  2016  Novozymes  has  decided  to  change  its 
governance  structure  into  a  completely  new  approach  where  they  introduced  the 
abovementioned  industries  in  their  products.  Basically,  the  idea  was  to  split  the  company 
product portfolio into five different parts in order to be more responsive and offering solutions 
in different areas. Therefore, the company has allocated vice presidents whom will be in control 
and seeking for opportunities in each industry where they will be focusing on delivering the 
company products to their customers faster and more agile way (Lundberg, 2016). In this way, 
Novozymes aimed that instead of having a broad scale of solely targeting consumers towards 



(21)the market standards, this time they will be looking for what their consumer really demand 
 from them and then having the regional focus on the market.  


All in all, Novozymes now has a governance structure where they believe that it strengthens 
 their  technology  and  market  leadership  through  the  establishment  of  a  central  Research, 
 Innovation  &  Supply  organization  spanning  the  value  chain  from  discovery  to  market 
 (Novozymes, 2016). This split of five industries was aiming to enhance Novozymes’ ability to 
 deliver more innovation to customers with more speed and commercial impact. Furthermore, 
 recent  problems  that  the  company  was  facing  such  as  problems  with  delivering  companies 
 innovative  products  to  their  consumers  would  be  served  in  faster  way  and  be  more  agile 
 towards the market needs all the way from research to sales (Novozymes, 2016). This has led 
 already a stronger alignment for Novozymes different departments such as sales, marketing, 
 technical  services  and  application  research  which  ended  up  affecting  stronger  customer 
 offerings and increased activities of innovation since 2016.  


Operating in more than a hundred countries, Novozymes is in strong collaboration with their 
 production facilities and their suppliers in order to deliver superior solutions to their consumers. 


These strategic planning executes a crucial part for Novozymes’ business development and 
 technical  innovation.  The  company  has  subsidiaries  in  more  than  30  countries  which  are 
 assigned separately to different tasks such as production, sales and marketing, research and 
 development (Novozymes, 2017). Moreover, company is also making strategic partnerships 
 and joint ventures with local companies to overcome the obstacles could arise from changing 
 customer needs, changing political conditions and cultural differences.  


The increased focus on emerging markets with product classification approach conceived as a 
key factor which led Novozymes to grow in faster pace again after 2016. As an innovative 
company, Novozymes’ research and development centers have a crucial role on the company 
strategy  and  their  relationship  with  their  suppliers.  Therefore,  the  business  approach  that 
Novozymes have is now shaped differently for each market needs and characteristics that is 
encouraged  by  the  research  and  development  department,  suppliers  and  with  their  local 
partners in the market.  



(22)3.  Definitions 


In this chapter, some business concepts that we will use throughout this thesis will be presented. 


Business partnerships such as joint ventures, cultural boundaries in business context, mutual 
 beneficial business methods and interaction oriented organizations will be explained.  


3.1.Business partnerships  


The business partnerships are the arrangements where two or more companies are agreeing on 
 cooperating in order to advance their mutual interests and to amplify their reach (Bamford, 
 2004). The joint ventures and consortiums are the most common ways of business partnerships 
 where it arises from the situations such as when a work or a project is too heavy or too risky 
 for a single entity to conduct, when two companies want to strengthen their position in their 
 market or to overcome specific regulations such as for instance in some emerging countries 
 foreign companies could only do investments through partnerships with local experts where 
 Novozymes had to do it as well in some markets (Coispeau, 2015). To be able to conduct strong 
 and  successful  business  partnerships  both  parties  should  negotiate  all  terms  and  conditions 
 before starting their business in order to prevent future misunderstandings. Nevertheless, trust 
 and pragmatism is also an essential part of business partnerships that it cannot be expected that 
 everything could be written on the initial agreement therefore clear communication throughout 
 the partnership is also as much important as negotiations in successful partnerships (Zadek, 
 2006).  


3.2.Cultural boundaries in business context 


Multinational companies such as Novozymes are operating in 6 different continents and more 
than 100 countries. This means company is doing business with people coming from different 
backgrounds, upbringings, cultures, values and norms. Even inside the company where it has 
offices  and  therefore  employees  all  over  the  world,  has  hundreds  of  different  cultures  and 
different  way  of  doing  businesses.  Therefore,  the  company  always  must  be  careful  and 
respective to these cultural differences and should be aware of them in beforehand. That is the 
reason why these multinational companies are opening branches all over the world and leaving 
the local business decisions to the respective decision makers in countries. It is also a good 
indicator that the company really cares about all of its markets and has an eye on each market 



(23)need and characteristic. For instance, Food & Beverages industry of Novozymes should be 
 aware of peoples’ preferences towards religion where it should provide enzymes which are 
 halal  for  Muslims  and  kosher  for  Jewish  people  in  order  to  enter  and  do  business  in  those 
 markets.  


3.3.Mutual beneficial business methods 


Companies sometimes make agreements with other companies where it will result in benefits 
 for both parties. Especially in B2B companies such as Novozymes, it is inevitable for their 
 business to obtain these relationships with their consumers in order to continue their business. 


Achieving mutual benefits is usually done by making agreements with another company to 
 advance its operations. These beneficial agreements could be for goods, services or resources 
 agreements to enhance both parties’ strategies. Mutual benefits would only occur when both 
 parties  in  an  agreement  or  situation  gain  value.  Companies  may  need  to  use  a  contract  to 
 maintain  their  mutual  benefit  where  it  outlines  the  specific  goals  and  objectives  for  both 
 businesses (Vitez, 2017).  


In B2B marketing context, companies are consumers of B2B companies therefore, the strategic 
 alliances and mutual benefits from both sides are even more common and important. In order 
 to ensure strong relationships and consistent revenues, each company must have something 
 unique to offer (Toledo, 2013). When we consider the supply chain of Novozymes which is 
 starting from the raw material supplier companies to Novozymes, to the end-product user client 
 companies that are smaller or bigger than Novozymes we can say that all these businesses rely 
 on each other and their range of services. If Novozymes could not get the raw materials from 
 its suppliers they could not deliver the final product to its consumers and consequently for 
 instance, juice companies cannot produce juice because they do not have all the ingredients to 
 produce it.  


Long-term success could only be obtained through these mutual beneficial relationships in B2B 
context where one part is obtaining data about their consumers’ desires, understanding and 
enhancing their values and entering to newer markets where the other part is simply acquiring 
the most innovative and practical products to maintain their business in a more efficient and 
contemporary way. These broad successful networks would benefit both the development of 
societies  and  strategic  partnerships  in  the  international  business  field.  Growing  through 



(24)partnerships with suppliers and consumers will help companies to obtain sustainable business 
 development  in  different  markets  and  put  company  into  a  valuable  place  in  international 
 business network (de Waal, 2012, p.20). 


3.4.Interaction oriented businesses 


Interaction oriented businesses are the companies where their primary focus is their buyers and 
 customer relationships. These interactions between company and its consumers are crucial for 
 their business success and its sustainability. In these type of organizations, the consumers are 
 considered  as  a  source  of  the  business  and  a  potential  business  resources  for  the  future. 


Therefore, companies should always try to be innovative and capable of finding sustainable 
 solutions for their consumers’ problems in order to strengthen their position and value for their 
 consumers. Evolution of technology would help these organizations to maintain their product 
 innovation  process  and  their  services  to  keep  up  and  offer  the  newest  solutions  for  their 
 consumers in the market (Venkatesan, Kumar & Reinartz, 2012, p.326).  


The  benefits  of  fostering  an  interaction  oriented  business  are  examined  as  followed  by  the 
 authors: 


-  The firm would be able to attract and retain the most valuable customers 
 -  Its customers develop into a skilled resource for the firm 


-  The firm inoculates its customers from competitors by giving them a sense of owning 
 the firm 


-  The firm develops a dynamically shifting portfolio of products and services 


-  The  firm  develops  the  ability  to  foresee  customer  responses  and  plan  marketing 
 activities for the long term 


-  The firm improves its performance by maximizing profits at every stage 


(Ramani & Kumar, 2008) 
 4.  Theoretical Background 


In this section, the introduction to B2B Marketing theories will be made and the supporting 
sufficient theories that are backing up our empirical data will be presented. The key concepts 
and models will also be defined. 



(25)4.1.B2B Marketing theory 


Since organizations were first developed, commerce and co-operations between organizations 
 has been present since the earliest days. In other words, even though B2B Marketing has been 
 considered  as  a  relatively  new  approach  in  business,  it  has  been  existed  for  millennia. 


Nevertheless, even though we can find evidences about B2B marketing since 1890s, significant 
 contributions to the theory have only been made during the last three decades (Hadijkhani & 


LaPlaca,  2012).  Even  though  trade  has  been  made  for  several  centuries  now,  the  business 
 relationships gained a specific focus of scientific inquiry only has 30 years of history (Carratu, 
 1987; Sheth, Gardner & Garrett, 1988). Today, the increasing research attention towards B2B 
 has attracted several scholars to analyze how we think of B2B Marketing and have enabled us 
 to  apply  marketing  theory  to  an  ever-increasing  variety  of  inter-organizational  buying 
 situations.  


Wannamaker (1899) was one of the first scholars whom have considered the initial stage of 
 business and discussed the customers’ relationships in his work where his business philosophy 
 transformed  both  his  retail  organization  and  its  customers’  and  suppliers’  behavior 
 (Tadajewski, 2008). Despite these early works and different perspectives between scholars in 
 the beginning of 20th century, B2B research had a troublesome journey. As Wannamaker is 
 considered as one of the fathers of relationship marketing that he clearly understood the roles 
 of customers, retailers and producers one century ago, he was not favored the principals of 
 business that is profit maximization unlike the other company managers of his time (p.7, cf; 


Tadajewski, 2008). He rather was emphasizing the importance of the close contact which will 
 bring  benefit  to  all  parties  involved  in  business  system  such  as  customers,  retailers  and 
 producers  (p.33;  Tadajewski,  2008).  In  this  way,  he  believed  that  the  long-term  success  in 
 organizations would be only possible if he fosters repeat purchases, establish mutuality and 
 reciprocity in the exchange between stores and customers. These beyond his time views of 
 Wanamaker has captured the attention and became a foundation study for many recent B2B 
 researchers (cf. Bagozzi, 1995). 


Wanamaker always believed that one could not talk about a relationship between companies if 
there is no expectation of mutuality from both sides of the bargain. Mutuality, for Wanamaker 
in this case as Tadajewski (2008) explains, refers to the idea that merchants, customers and 
producers should find the resulting exchange both satisfying and profitable (e.g., Appel, 1911: 



(26)48). Moreover, he continued that trust is an inevitable condition for connecting customers to 
 each other. These interactions in the supply chain of the companies therefore, always be aiming 
 for long-term ties which will bound the actors to each other. The scholars believed that the 
 strong ties between companies will bring competitive advantage to the companies and will play 
 an important role for deciding the strength of network position and ability to adapt and compete 
 in  changing  market  conditions.  These  behavioral  and  social  approaches  to  business  have 
 become  a  necessity  to  study  for  company  managers  in  order  to  understand  the  economic 
 behavior of B2B aspects of business in 21st century. Nevertheless, it took more than 80 years 
 for company managers to realize how important B2B Marketing concept and views are which 
 have presented in the 1890s.  


Several  researchers  after  Wannamaker  have  worked  on  social  and  organizational  behavior 
 theores. Some of them recognized this development as a paradigm shift from a transaction to a 
 behavioral  and  relationship  focus  (cf.  Achrol,  1997;  Dwyer,  Schurr,  &  Oh,  1987;  LaPlaca, 
 2009;  Sheth  &  Parvatiyar,  1995b).  Various  research  camps  focused  on  direct  consumer 
 marketing  (cf.  Fournier,  1998;  Hadjikhani  &  Seyed-Mohammad,  1998)  while  other  were 
 concerned  with  ideas  on  industrial  and  business  to  business  exchanges  (cf.Corey,  1976; 


Håkansson, 1982; Hill, 1975). 


B2B Marketing has undergone significant changes over a century that it got richer and more 
scholar in today’s marketing literature. The B2B Marketing Theory has two paths now where 
Sheth  and  Parvatiyar  (1995a)  identify  the  three  stages  of  market  development  as;  a)  pre-
industrial,  b)  industrial  and  c)  post-industrial  eras  and  explain  the  development  of  B2B  by 
connecting these stages of market development. On the other hand, Wilkie and Moore (2003), 
describe marketing thought as developing along five stages of: a) pre-marketing (before 1900), 
b)  founding  the  field  (1900-1920),  c)  formalizing  the  field  (1920-1950),  d)  paradigm  shift 
(1950-1980), and e) intensification of shift (1980-present). In the figure below, we can see that 
these two types of categorization of B2B development, the foundation of marketing behavior 
before and during industrialization, the theory of exchange dominated marketing research until 
the  1980s.  Whereas  during  the  post-industrial  or  post-paradigm  shift  stages,  researchers 
increasingly applied behavioral theories to further B2B marketing theory.  



(27)Even  though  B2B  Marketing  has  been  around  for  more  than  a  century  now,  it  is  still  an 
 evolutionary theory since there are a lot of counter opinions of several scholars about forming 
 an overall B2B Marketing theory, therefore this turbulent environment in the theory will make 
 it evolve and more studied throughout the years.  


4.2.Inter-organizational relations theory (IOR) 


According to Glanz, Rimer, Viswanath (2002), Inter-organizational Relations Theory (IOR) 
 addresses  changes  across  organizations.  The  theory  focuses  on  how  organizations  work 
 together where its foundations is based on the premise that collaboration among organizations 
 leads to a more comprehensive coordinated approach to a complex issue that can be achieved 
 by one organization. It encompasses all the complex networks of organizations where all B2B 
 Marketing companies would have around their business cycle. Furthermore, it also explains 
 that how much the companies in a network are connected to each other that they got affected 
 from changes in each organization. Buyer – supplier relationship is crucial for organizations’ 


units where the increasing amount of complexity could easily terminate long-term relationships 
in company networks. Since the beginning of the 1960s, researchers had a growing interest on 
how the changing conditions in business environment affects organizational behavior, more 
specifically the collaboration activities of organizations to decrease uncertainty in the business 
environment.  The  similarities  between  the  needs  of  companies  and  interdependence,  the 
available  resources,  clear  and  mutually  shared  goals,  values,  interests  and  norms,  and  the 



(28)degree  of  complexity  in  the  market  place  are  all  critical  factors  for  inter-organizational 
 relationships (Glanz, Rimer, Viswanath, 2002). 


Benefits  of  inter-organizational  relations  could  be  named  as:  increasing  opportunities  of 
 accessing to new ideas, materials and resources, reduced duplication of services, more efficient 
 use  of  resources,  increased  power  and  influence,  ability  to  address  issues  beyond  a  single 
 organization  could  handle  and  eventually  sharing  the  responsibility  for  complex  or 
 controversial issues. Conversely, the costs of inter-organizational relations could be named as: 


diversion of organizational resources or mission, incompatibility with partner organizations’ 


policies  or  positions  and  delays  from  each  part  on  taking  action  due  to  consensus  building 
 (Glanz, Rimer, Viswanath, 2002).  


The  success  of  inter-organizational  relations  (IOR)  depends  on  several  factors  among 
 companies where we can measure how beneficial is this kind of partnership for the companies. 


Age  of  inter-organizational  relationship  is  the  first  factor  we  can  talk  about.  Obviously, 
 experience  in  its  specific  field,  habitual  behavior  of  both  sides  and  knowing  your  business 
 partner for a long time is an advantage for IOR. It is believed that this will bring trust in IOR 
 which is a crucial element in not only in business but in every context about relationships. The 
 commitment that both parties put on the table is another factor that when both companies are 
 willing  to  work  together  in  a  constructive  way  will  bring  benefits  to  IOR  to  businesses 
 (Khuong, 2012). 


Interdependence however, has an uncertain effect on IOR that when companies are too much 
 dependent or when not that dependent on each other could rise problems on both sides when 
 unpredicted events happen in the marketplace. Furthermore, coordination and communication 
 are crucial for companies in IOR context where both parties should know whether everything 
 is going well for both companies in changing market situations. Participation of both sides 
 when there is a problem is indispensable for crisis management for companies and in for the 
 efforts  of  preventing  future  liabilities.  In  this  way,  there  would  be  a  sufficient  conflict 
 resolution generated in IOR network which will last the partnership longer and healthier for 
 both sides (Khuong, 2012). 


Before  forming  an  IOR  with  another  company,  both  sides  should  agree  and  discuss  about 
expectations, requirements and responsibilities in order to conduct a long-lasting partnership. 



(29)The companies which are failed in the foundation process would be in danger of being not on 
 the same page in opinions. Furthermore, determination of how formal and how flexible will 
 both  sides  be  during  the  partnership  is  another  important  element  that  companies  should 
 consider while forming an IOR. These factors will also determine how important and serious 
 the formed IOR would be for companies (Khuong, 2012).  


As like all partnerships, the success of Inter-organizational relationships is also dependent on 
 frequency  of  interaction  from  both  parties  involved.  When  all  these  above-mentioned 
 conditions are nearly present in inter-organizational relationships companies could experience 
 financial benefits and marketing support from each other. Companies then could talk about 
 relationship performance satisfaction and eventually business success after having the benefits 
 of  IOR.  Consequently,  overall  IOR  success  could  be  achieved  through  following  steps  and 
 when they bring positive returns for both sides in the end (Khuong, 2012). 


4.3.CAGE Framework and Psychic Distance 


In his work “The Forgotten Strategy” Pankaj Ghemawat introduced the international business 
 strategy called CAGE Framework to offer businesses a way to evaluate countries in terms of 
 the  “distance”  between  them.  According  to  him,  differences  between  countries  when 
 multinationals do business abroad is much more than only physical geographic distance. He 
 believes  that  companies  should  also  consider  the  cultural,  administrative  (currencies,  trade 
 agreements), and economic differences between them as well in order to perfectly adapt their 
 strategy  to  different  countries.  Therefore,  CAGE  (cultural,  administrative,  geographic  and 
 economic) framework offers a broader view of distance and provides another way of thinking 
 about  location  and  the  opportunities  and  concomitant  risks  associated  with  global  arbitrage 
 (Ghemawat, 2003). 


The impacts of distances and differences which result in from CAGE Framework have been 
 demonstrated  quantitatively  via  gravity  models.  Such  models  “resemble  Newton’s  law  of 
 gravitation in linking interactions between countries to the product of their sizes (usually their 
 gross domestic products) divided by some composite measure of distance (Ghemawat, 2011). 


This framework offers managers some advantages in the process of developing international 
strategies that it makes distance visible for managers, it helps to pinpoint the differences across 
countries  that  might  handicap  multinational  companies  relative  to  local  competitors. 



(30)Furthermore, it can shed light on the relative position of multinationals from different countries 
 like for instance the strength of Spanish firms in many industries across Latin America. Finally, 
 it can be used to compare markets from the perspective of a particular company (Ghemawat & 


Siegel, 2011).  


Ghemawat emphasizes that different types of distance matter to different extents depending on 
 the  industry.  For  instance,  geographic  distance  is  more  important  for  companies  which  are 
 dealing with high amounts of transportation of heavy or bulky products whereas, for cultural 
 distance it is more related with the consumer behavior which is important for consumer goods 
 company but not for company in steel business (Ghemawat & Siegel, 2011). Below, we will 
 explain CAGE categories in more detail. 


Cultural  distance:  This  category  focuses  on  differences  in  languages,  ethnicities  such  as 
 investigating  the  connectivity  between  ethnic  or  social  networks  in  different  country  pairs. 


Furthermore, it also considers the differences in religion, trust issues and peoples’ perception 
 of values, norms and disposition in societies. If one wants to look at one country in isolation, 
 this category focuses on insularity and traditionalism of conducting business in that country 
 (Ghemawat, 2007). 


Administrative  distance:  This  category  focuses  on  whether  there  is  a  lack  in  colonial  ties, 
 shared  regional  trading  bloc  and  common  currency  when  comparing  a  pair  of  countries. 


Furthermore, it also considers the political hostility between countries as well. If one wants to 
 look  at  one  country  in  isolation,  this  category  focuses  on  whether  the  economy  is 
 nonmarket/closed economy or not in order to compare home versus foreign bias in that country. 


Moreover, it analyses if there is a lack of membership in international organizations in that 
 country and whether the institutions are weak and corrupted in that country (Ghemawat, 2007). 


Geographic distance: This category focuses on differences in physical distance, in time zones 
and climates/disease environments in different country pairs. Furthermore, it also considers 
whether there is a land border between countries or not. If one wants to look at one country in 
isolation,  this  category  focuses  on  landlockedness  of  that  country,  geographic  size,  and 
geographic  remoteness.  Moreover,  it  also  analyses  whether  there  is  a  lack  of  internal 
navigability in the country and if the transportation or communication links are weak or not 
(Ghemawat, 2007).  
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