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The purpose of this study is to connect value creation, sustainability, business 

models and supplier relations in the new economy. In addition, this study aims at 

establishing a comprehensive view about the characteristics, drivers and 

challenges that define the new economy. The objective is also to find out what 

kind of supplier relations are best suited in the new economy. This study strives to 

find out how superior value can be created in the new economy with sustainability, 

business models and supplier relations. The study is conducted as a qualitative 

research that draws from the case study approach and includes interviews as 

empirical data sources. The study shows that the new economy is a very wide and 

multifaceted concept that is defined by various characteristics, drivers and 

challenges – including increased complexity and competitiveness, volatility, 

greater uncertainty, accelerated market interconnectedness and cost 

effectiveness. Value creation and sustainability are the two key drives in the new 

economy and the change in their perception has affected and changed business 

models and supplier relations as a part of the business model. The study shows 

that hybrid sourcing models and hybrid supplier relations are best suited in the 

new economy. However, the study reveals that companies need a mix of different 

kinds of supplier relations in order to succeed in current business environment.   
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Tämän tutkielman tarkoitus on yhdistää arvon luonti, yritysvastuu, 

liiketoimintamallit ja toimittajasuhteet uudessa taloudessa. Lisäksi tämä tutkimus 

pyrkii luomaan kokonaisvaltaisen kuvan niistä ominaisuuksista, ajureista ja 

haasteista, jotka määrittävät uutta taloutta. Tavoitteena on myös selvittää, 

minkälaiset toimittajasuhteet ovat parhaiten soveltuvia uudessa taloudessa. Tämä 

tutkielma pyrkii selvittämään, miten parempaa arvoa voidaan luoda uudessa 

taloudessa yritysvastuun, liiketoimintamallien ja toimittajasuhteiden avulla. 

Tutkielma on suoritettu kvalitatiivisena tutkimuksena ja siinä käytetään 

lähestymistapana tapaustutkimusta sekä haastatteluja empiirisen tiedon lähteinä. 

Tutkimus osoittaa, että uusi talous on todella laaja ja monipuolinen konsepti, jota 

määrittää useat eri ominaisuudet, ajurit ja haasteet – muun muassa lisääntynyt 

monimutkaisuus ja kilpailuhenkisyys, epävakaus, suurempi epävarmuus, kiihtynyt 

markkinoiden välinen yhteys ja taloudellinen tehokkuus. Arvon luonti ja 

yritysvastuu ovat uuden talouden avainajurit ja muutos niiden käsityksessä on 

vaikuttanut ja muuttanut liiketoimintamalleja sekä toimittajasuhteita 

liiketoimintamallien osana. Tutkielma osoittaa, että hybridi hankintamallit ja hybridi 

toimittajasuhteet ovat parhaiten soveltuvia uudessa taloudessa. Tutkimus 

paljastaa kuitenkin, että yritykset tarvitsevat yhdistelmän erilaisia toimittajasuhteita, 

jotta ne voivat menestyä nykyisessä liiketoimintaympäristössä.   
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1. INTRODUCTION   

This thesis studies the connection of value creation, sustainability, business 

models and supplier relations in the new economy. It examines the characteristics 

of the new economy and explores the challenges and drivers that define it. More 

precisely, this thesis focuses on modern sourcing and supplier relations in the new 

economy. The introduction chapter of this thesis inducts into the background of the 

topic and introduces the research objectives and questions. Further, it presents a 

general framework for as well as the case company used in the thesis. The 

research methodology and data as well as the delimitations will also be explained 

in the introduction. Lastly, the structure of the thesis is presented.  

1.1 Background 

Like everything else in life, companies also need to change and adjust to the 

environment they are operating in in order to survive (Lages 2016). The focus of 

businesses and the source of success have changed throughout the years from 

businesses profiting from electrical manufacturing and economies of scale in the 

industrial age to profiting from information and communications technology in the 

information age (Galbreath 2002). Recently, the business environment has 

changed to a new, more complex and competitive environment that is 

characterized by customers’ demand of value creation (Sánchez, Iniesta & 

Holbrook 2009). As a result companies have begun to regard customer value as a 

key success factor and central element in obtaining and maintaining a competitive 

advantage (Woodruff & Gardial 1996 ; Woodruff 1997). Consequently, companies 

have been and still are increasingly interested in how to create and deliver 

superior customer value (Wang, Lo, Chi and Yang 2004 ; Smith & Colgate 2007). 

So, businesses’ focal point has changed yet again and one of the main mantras of 

today’s business life is value creation.  

 

Nowadays companies strive to create superior value for their customers and other 

stakeholders, which leads to value creation being very emphasized in business. 
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Value creation has been argued to alter the way companies do business and 

hence have a changing effect on business models (Zott, Amit & Massa 2011). 

Also, being able to create captivating customer experiences and superior 

customer value is increasingly reliant on third-party resources as business 

partners and suppliers are integrated more closely into businesses’ core 

procedures (Galbreath 2002). Hamel (2000) similarly recognizes the importance of 

third-party resources in the value creation process and combines this view with 

new and changing business models in today’s “age of revolution”. According to 

him, in order to succeed companies need to develop new business models in 

which value creation is derived from operating in a value network consisting of 

suppliers, partners, distribution channels and coalitions, which extend the 

company’s resources. Hence, value creation can be argued to also have an effect 

on supplier relations and supplier relationship management.  

 

There are some researches concerning the linkage of customer value creation and 

business models in existing literature. Papers by Sinkovics, Sincovics and Yamin 

(2014) as well as Beattie and Smith (2013) represent studies that tap into the 

connection of value creation and business models. Yet, both of these exemplary 

studies take on a very specific angle of a single model or concept. This seems to 

exemplify the overall nature of the academic literature related to this topic. Slightly 

more interconnections have been identified between value creation and supplier 

relations and supplier relationship management, yet the amount of connecting 

literature of this nature is also fairly low. This literature seems to jump over the 

discussion of the connection and straight on to subsequent frameworks within the 

specific limited topic. Though, Kähkönen and Lintukangas (2012b) confirm the 

connection by stating that supply management’s “significance in value creation is 

substantial”. All in all academic literature seems to be lacking when it comes to 

studying the connections between customer value creation and business models 

as well as supplier relations.  

 

In the light of the before described background and connection of value creation, 

business models and supplier relations Keith, Vitasek, Manrodt and Kling (2016) 

and Vitasek (2016) make a valuable proposition. According to them today’s 
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business environment is more dynamic and entails greater uncertainty than 

before, which makes old procurement and sourcing tools less effective. Keith et al. 

(2016) and Vitasek (2016) characterize the new economy as volatile, uncertain, 

complex and ambiguous and follow by stating that in this new economy the most 

successful sourcing partnerships are highly collaborative and built for the purpose 

of creating value together with the involved parties. This ultimately leads to the 

theory of sourcing business models, which suggests that sourcing should be 

thought of as a business model between the involved parties. The purpose and 

goal of this business model is to optimize the exchange and together being able to 

maximize the profits of both the buyer and supplier.  

 

Another relevant and essential element of the 21st century’s business world is 

corporate social responsibility (Garcia, Cintra, Torres & Lima 2016). Diverse 

stakeholders and the society have set pressure for businesses to respond to 

sustainability concerns (Garcia et al. 2016) and this strain is increasing (Joyce & 

Paquin 2016). Consequently the meaning of corporate social responsibility and 

sustainability in the business context has increased, too. This growing pressure 

translates to companies being expected to tackle issues like economic and social 

inequalities, material resource scarcity and environmental events (Joyce & Paquin 

2016).  

 

Like value creation, sustainability also has a close connection to business models. 

Rauter, Jonker and Baumgartner (2015) argue that sustainability needs to be 

taken into consideration when determining and designing the business model of a 

company. Therefore sustainability can be said to affect the business model of a 

company. But business models are not the only element of businesses that is 

affected by the sustainability pressures that are caused by an increase in 

consumer awareness and competition as well as stricter environmental regulations 

and laws (Kumar & Rahman 2016). According to Kumar and Rahman (2016), 

sustainability pressures also fall upon supply chains. This view is supported by 

Sancha, Longoni and Giménez (2015); Leppelt, Foersti, Reuter and Hartmann 

(2013) as well as Kumar and Rahman (2015). They all claim that the buyer-

supplier relationship plays a major role when it comes to the sustainability of 
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supply chains. In the light of this, Leppelt et al. (2013) state that companies need 

to actively manage sustainability standards beyond their own organizational 

boundaries, as a company’s sustainability image is heavily dependent on its 

supply chain and the sustainability performance of each chain link. Based on these 

arguments, a connection between sustainability and supplier relations as well as 

supplier relationship management can be drawn.   

 

The link between sustainability and business model is, however, not a very 

commonly researched topic. Some studies like the ones by Rajala, Westerlund 

and Lampikoski (2016) as well as Bocken, Short, Rana and Evans (2014) do, 

though, confirm a connection between sustainability and specific business models 

that incorporate it. Wells (2013) also concludes that prevailing business models 

seem to be unsuitable for and insufficient in meeting the challenges of 

sustainability. When it comes to academic literature concerning the relation of 

sustainability and supplier relations, it is often limited to environmental 

sustainability and green supply (Fahimnia, Sarkis & Davarzani 2015 ; Masoumik, 

Abdul-Rashid, Olugu, & Ghazilla 2015). The research by Chin, Tat and Sulaiman 

(2015) similarly focuses on the environmental dimension of sustainability in supply 

chain management but also reviews this in the broader concept of sustainability 

that encompasses social and financial dimensions. The more rare example of 

Grimm’s, Hofstetter’s and Sarkis’s (2014) research represents a study that 

perceives sustainability to comprise of all the three dimensions of environmental 

social and financial dimension. This literature further strengthens the connection 

between sustainability and business models as well as supplier relations by 

confirming that the inclusion of sustainability and corporate social responsibility 

changes the business model and supplier relations of a company.  

 

The previously mentioned researches and studies point out the continuum of value 

creation’s effects on business models and supplier relations in the new economy, 

which ultimately leads to close collaboration. Sustainability has, too, been proven 

to affect business models and supplier relations. Moreover, it can be argued that 

superior customer value can be created through corporate social responsibility and 

that it can play a major role in creating better value (Husted & Allen 2007). Even 
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though the previously mentioned researches and studies point out connections 

between this thesis’s central concepts of value creation, business models and 

supplier relations as well as sustainability, the body of the academic literature 

related to this topic is quite small. Furthermore, these studies discuss similar 

themes but do not have a comparable topic as a whole. In the light of previous 

topic-related academic literature the imposition of this thesis’s research agenda is 

particular and unique. The same applies to the company-specific framework of this 

thesis. Additionally, the academic literature related to the topic of this thesis is 

fairly recent, which can be seen from the previously mentioned studies. Therefore 

the topic of this thesis is very current, too, which further adds to the purpose of this 

research.  

1.2 Research objectives and questions 

Companies need to change and adjust according to the changes and shifts of the 

business environment in order to succeed. The recent changes and shifts in the 

business environment have created a new economy, in which value creation and 

corporate social responsibility are central elements. Consequently, businesses 

have had to change in order to meet the challenges and characteristics of the new 

economy. This has affected companies’ business models and supplier relations as 

a part of the business model. In the light of this background, the objective of this 

study is to connect value creation, sustainability, business models and supplier 

relations in the new economy. The goal is to establish a comprehensive view 

about the characteristics and challenges that define the new economy as well as 

the linkage between business models and supplier relations in the new economy. 

This study aims at finding out what kinds of supplier relations are most appropriate 

and suited in the new economy as well as how superior value can be created in 

the new economy with business models, supplier relations and sustainability.  

 

This leads to the main research question of this thesis:  

 

How are value creation, sustainability, business models and supplier relations 

connected in the new economy?  
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Because the before mentioned main research question poses a wide research 

field, it has been divided into the following sub-questions:  

 

1. What characteristics and challenges define the new economy?  

2. How are business models and supplier relations connected in the new 

economy?  

3. What kinds of supplier relations are best suited to meet the challenges and 

characteristics of the new economy?  

4. How to create superior value in the new economy with business models, 

supplier relations and sustainability? 

 

The defined sub-questions help to narrow down and structure the wide research 

field that is positioned by the main research question. They are closely related to 

the main research objective and thus, also further the answering of the main 

research question.  

1.3 Conceptual framework  

The main contexts that this thesis builds around are displayed in Figure 1. These 

contexts are the new economy, value creation, sustainability, business models and 

supplier relations. All of the entities in the conceptual framework are extremely 

broad and substantial as single unities. Thus, this study concentrates on looking at 

these separate contexts as a whole and how they are linked together rather than 

concentrating on the separate entities by themselves and disconnected from each 

other.  

 

The conceptual framework of this thesis is built on the premise that recent 

business environment changes have created a new economy, which promotes 

value creation and sustainability. This affects business in general as well as 

business models and supplier relations. For the purpose of this study, the effect of 

the new economy is only discussed in the business context for business models 

and supplier relations, which are closely related and lead to close collaboration 
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and the theory of sourcing business models. This thesis also assumes that 

superior customer value creation can be facilitated, among other things, through 

the means of sustainability. Therefore sustainability can be argued to affect the 

whole continuum and, hence, is regarded as a theme that is apart of the whole 

continuum.  

 

 
Figure 1. Conceptual framework of the thesis 

 

The new economy is the notion under which this thesis is built. As a vast concept 

that entails various tendencies, the theoretical review of value creation is limited in 

this study. In addition to its definition, this work will shortly review the historic 

development of the concept. Customer value creation will be examined on a 

general level. Additionally value creation will be examined in relation to business 

models and supplier relations to provide a theoretical basis for the connection of 

the main concepts of this study. As a part of the new economy, sustainability is 

also reviewed theoretically. The concept of sustainability – or corporate social 

responsibility – is explained by defining it and the different dimensions it entails. 

Close collaboration and the theory of sourcing business models will be the key 

component of the theoretical part in this study. It connects business models and 

supplier relations as well as describes these in the new economy. Close 

collaboration and modern sourcing will be studied thoroughly.  

 

The concepts of value creation, sustainability and collaborative supplier relations 

in the new economy create the conceptual setting and frame for this thesis. The 

discussion of these notions gives a basis for the empirical section of this study and 

helps specify and answer the research questions. The linkage of value creation, 
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sustainability and supplier relations in the new economy leads to the analysis of 

supplier relations in the new economy. Supplier relations and more specifically, 

collaborative supplier relations are the main object of analysis in the empirical part. 

1.4 Case company 

This study explores and analyzes the supplier relations of the world leading 

industrial company, Metso. Metso operates in various industries, which include the 

aggregates, oil and gas, mining, paper and pulp, process and recycling industries 

(Figure 2). Metso is a global company with operations and presence in Europe, 

Africa and Asia as well as in North, Middle and South America. Its product offering 

ranges from industrial valves and controls to mining and construction equipment 

and systems. Metso’s deliveries vary depending on the customer industry, but all 

in all Metso’s offering includes products, projects, systems and services. (Metso 

2016a)  

 

 
Figure 2. Metso’s integrated operating model (Metso 2016a)  

 

Metso’s vision is: “Metso, the best choice for sustainable processing and flow of 

natural resources” and this defines the purpose of Metso’s operations. The 

company’s ambition is to be the best option to their customers and a preferred 

partner in all the company does. (Metso 2017) Metso’s vision translates into the 

company working closely with its customers and other key external stakeholders.  
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High profitability and growth as well as ensuring value creation for customers and 

shareholders as the strategy of Metso retell the company’s mission and vision 

(Metso 2016b). These factors also set the outline for Metso’s business model 

(Metso 2016c).  

 

All of the abovementioned matters about Metso’s mission, vision, strategy and 

business model contribute to the selection of Metso as the case company for this 

thesis. Customer value creation and sustainability are both highly recognized and 

key factors in Metso’s business operations. As a global company with operations 

on six continents and complex product, service and systems offering, Metso does 

business with various suppliers, too, which serves the purpose of this study 

excellently.  

 

“We help our customers improve their operational efficiency, reduce risks and 

increase profitability by using our unique knowledge, experienced people and 

innovative solutions to build new, sustainable ways of growing together.” (Metso 

2016a)  

 

This clause sums up and verifies the suitability of Metso as a case company for 

this thesis: it strives to deliver unique and innovative value for their customers and 

does it with a high level of focus on sustainability.  

1.5 Definitions of key concepts 

This section presents and defines key concepts that are relevant for this study. 

The concept definitions are mainly based on academic literature and they outline 

what these concepts mean in the perspective of this study. The concepts and 

related literature are further and more comprehensively discussed in the 

theoretical part of this study.  
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New economy 
 
The new economy refers to today’s business environment that is more complex 

and competitive (Sánchez et al. 2009). This era can be traced back to the turn of 

the century and the subtle shifts and changes that occurred both in praxis and in 

academia (Vitasek 2016b). The new economy is characterized by customers’ 

demand of superior value creation (Sánchez et al. 2009) and greater uncertainty 

as well as a more dynamic nature (Vitasek 2016b). Volatility and ambiguity also 

describe the new economy (Bawany 2016). Generally and particularly from the 

viewpoint of sourcing and supplier relations other drivers of the new economy 

include globalization, new opportunities due to cloud computing, increased risks, 

more agile and flexible supply chains due to an increasingly fast consumer-driven 

society and a change to strategic outsourcing due to the continuous development 

of a service economy (Keith et al. 2016 ; Vitasek 2016b). In this thesis the new 

economy is defined by the before mentioned characteristics and outlines.  

 

Value creation 
 

Value creation is the process of performing or the performance of a company’s 

operational actions that increases the worth of goods, services or even the 

business (Business Dictionary 2016b). Nowadays the focus has been shifted, 

though, to creating better value for customers (Business Dictionary 2016b) as well 

as the company’s shareholders and other stakeholders. Moreover, in this study 

value creation refers to customer value creation, which is understood as value for 

customers (Graf & Maas 2008).  

 

Sustainability 
 

The various names for sustainability, like corporate social responsibility and 

corporate citizenship, are all to a large extent synonyms for each other. All of 

these concepts are definitions for sustainable and responsible business. In the 

context of this thesis sustainability follows the ternary model of Elkington (1999), in 

which sustainability is divided into three dimensions: financial, social and 
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environmental sustainability. Nuances from the definition of sustainability by 

Carroll (1991) are also incorporated into the handling of sustainability in this thesis 

as this definition distinguishes legal responsibilities and other, voluntary 

responsibilities like ethical and philanthropic responsibilities from each other. 

Corporate social responsibility and sustainability are used as synonyms for each 

other in this thesis.  

 

Business model 
 

A company’s business model conveys how the company converts resources and 

capabilities into economic value (Teece 2010). It is the embodiment of a 

business’s organizational and financial architecture and all in all a conceptual 

model of a business (Teece 2010). A business model is “the basic logic of value 

creation in the company” (Linder & Cantrell 2000) and a simplified representation 

of the company’s relevant activities (Wirtz, Pistoia, Ullrich & Göttel 2016). Simply 

put, business models describe how companies do business. These definitions 

outline the meaning of business models in this thesis.  

 

Supplier relations 
 

Suppliers are parties that supply goods or services (Business Dictionary 2016a) 

for a buyer. Supplier relations are interactions that take place in a business context 

between buyers and sellers (Håkansson 1982). They are reciprocal actions that 

enable economic transactions (Håkansson 1982). In this study, supplier relations 

entail in addition to the before mentioned actual interactions all of the strategic and 

holistic implications related to supplier relations. Also, supplier relations and their 

management are regarded as a part of a company’s business model.  

 

Sourcing business model  
 

The theory of sourcing business models connects the contexts of business models 

and supplier relations. It presents sourcing as a business model between the 

buyer and the supplier (Keith et al. 2016) and hence, incorporates supplier 



 

 

18 

relations into the business model of a company. In the context of this study, 

sourcing business models follow this definition. In addition, they are the 

amalgamation of business models and supplier relations and imply that supplier 

relations need to be seen as a part of a company’s business model.  

1.6 Delimitations 

This research has been limited in order for it to focus solely on the research 

objective, questions and aims as well as for it to stay within the scale and 

boundaries set for it. This study is limited to one organization and the empirical 

analysis of supplier relations in the new economy will focus only on this 

organization. Consequently this study does not have a broader sampling of 

companies and it uses the chosen case company as an example and data source. 

The chosen case company operates in various industries, but the object of 

analysis will be the case company as a whole, i.e. on a concern level. More exact 

or precise limitations are not made concerning the field of business, as the 

limitation of the case company is sufficient enough. The empirical part of this study 

is, however, limited to procurement and sourcing professionals. As supplier 

relations are the main focus of this thesis, the empirical data is only collected from 

sourcing and procurement professionals of the case company.   

 

In addition to the study’s limitation of case company, limitations are also made 

regarding the conceptual framework. This study examines the connection of value 

creation, sustainability, business models and supplier relations in the new 

economy. This context includes multiple broad concepts and, hence, this thesis is 

limited to studying the connection of these concepts rather than the individual 

concepts on their own. Also, this thesis does not study the new economy in the 

entire business context, but only regarding the central topics of this thesis, which 

are value creation, sustainability, business models, procurement and supplier 

relations. This limitation is made based on examining existing literature and 

concluding that even though some academic literature has connected value 

creation, business models and supplier relations, the theme of the new economy 

with the other central concepts of this thesis has not been widely studied. Also, the 
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incorporation of sustainability into this context is not a commonly research topic. 

This further adds to the purpose of this study. There is, too, a need for case 

studies that examine these connections as this is lacking in the existing literature.  

 

This study is further limited through the theory and framework of sourcing business 

models, which connects business models and supplier relations. According to this 

theory sourcing is a business model between the buyer and the supplier. As a 

result this thesis assumes that supplier relations are seen as a part of a company’s 

business model. Also, not all of the seven sourcing business models are 

discussed. This study is limited to and focuses on the vested souring business 

model, which is most suitable in the context of the new economy. All in all, this 

thesis is delimited by the new economy as well as its characteristics and drivers.  

1.7 Research methodology 

This research is conducted as a qualitative study and it includes both a theoretical 

and an empirical part. The theoretical part is founded on a review of existing 

academic literature related to the topic of this thesis. Therefore, the theory part will 

be built round the context of the new economy and will entail the concepts of value 

creation, sustainability and modern sourcing, which will be thoroughly discussed. 

International academic literature is used in the theory section and the sources 

have been selected based on their significance concerning this study and their 

reliability. The theoretical part further inducts the reader into the topic of this thesis 

and structures it as a whole. The theory part also lays a basis for the empirical 

part, whereupon this is easier to understand and follow.  

 

A qualitative research method is used because of the nature of the research 

questions and objective. At the simplest a qualitative research method is 

understood as the representation of the data and analysis (Eskola & Suoranta 

2003). Qualitative research can be conducted with using various research 

methods like interviews and observation (Metsämuuronen 2005). From the 

different research methods qualitative research fits the purpose of this study the 

best as the goal of this study is to understand the issue at hand and familiarize 
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with it as deeply as possible. Also, there is not necessarily one absolute right way 

of solving the research problem, which reaffirms the selection of a qualitative 

research method. All in all, qualitative research attempts to understand, describe 

and explain the object of research. This thesis, however, also aims to answer 

“how” and “what” questions which according to Robson (1993) can be very 

appropriately answered through the case study approach. Hence, this study is 

conducted as a case study, which is one of the most essential data acquisition 

techniques of qualitative researches. As this thesis studies the research question 

in the frame of the case company, a single-case research method is applied. As 

the name suggests, single-case research methods draw from a single case and 

data acquisition follows the one from qualitative research methods in general.  

 

The empirical part of this thesis follows a qualitative research method. It has been 

carried out through interviews, which is the predominant method when conducting 

a qualitative research (Eskola & Suoranta 2003). The interview questions and 

topics are based on the theoretical part of this study. The empirical part includes 

data and analysis of several interviews with representatives of the case company. 

The interviews are conducted and analyzed for the purpose of understanding the 

topic of this research, answering the research questions and achieving the 

research objective. The interviewees were selected based on their job 

description’s relevance and, hence, their professional interest regarding the topic 

of this study. Conclusions are gained from analyzing the interview responses and 

mirroring these against the theoretical part and framework of this thesis. 

1.8 Structure of the thesis  

This thesis consists of seven main chapters. The first introduction chapter 

presents the background of this study as well as the research objectives and 

questions. The conceptual framework of the study is also explained in the first 

chapter. Furthermore, the introduction includes a general presentation of the case 

company, definitions of key concepts and delimitations. Lastly the research 

methodology is presented.  
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There are three theoretical chapters in this study. They provide relevant 

background information and knowledge from academic literature about the central 

concepts of this study. The second chapter discusses value creation and its 

elements that are relevant to this thesis as well as corporate social responsibility 

and provides a general theoretical basis of it and sustainability. The second 

chapter also explores the connection of value creation and sustainability. The third 

chapter focuses on procurement and sourcing as well as supplier relations in 

today’s business environment, which is the focus in this thesis. The fourth chapter 

provides a summary of the other theoretical chapters and connects the theoretical 

concepts into an overall frame.  

 

After the theoretical part this thesis moves on to a detailed presentation of the 

research methodology. So the fifth chapter explains the chosen research method 

and research data as well as how the data was collected and analyzed. In the 

sixth chapter empirical results are presented and analyzed. In this chapter 

empirical findings are mirrored against the theoretical part of this study. The last 

and seventh chapter presents the results and conclusions of this thesis. This 

chapter aims at giving an overall conclusion and summary of the thesis, discussing 

the study’s theoretical and managerial contribution, deliberating the limitations of 

the research as well as giving further research directions and topics.  
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2. VALUE CREATION AND SUSTAINABILITY  

The current business environment is characterized by increased complexity and 

competitiveness, which has lead to customers demanding value creation (Sánchez 

et al. 2009). This has resulted in customer value creation becoming a central 

success factor for businesses (Woodruff & Gardial 1996 ; Woodruff 1997). 

Therefore the creation of superior value has become extremely important and 

something companies strive after in today’s business environment (Wang et al. 

2004 ; Smith & Colgate 2007). The current business environment also promotes 

sustainability concerns, and diverse stakeholders and the society are increasing 

the pressure for companies to respond to these concerns (Garcia et al. 2016 ; 

Paquin 2016). Additionally, Husted and Allen (2007) argue that sustainability and 

corporate social responsibility can be means of creating superior value. This 

suggests that value creation and sustainability are closely connected in today’s 

business environment. In this chapter value creation and sustainability as well as 

their connection are examined more closely.  

2.1 Value creation 

Describing and defining the purpose of businesses has been of central interest for 

long but especially recently the concept of value creation has received a lot of 

attention both in academic literature and among businesses (Walter, Ritter & 

Gemünden 2001). The concept of value creation, however, poses a challenge in 

itself as it has been used in various contexts due to its complex nature (Babin, 

Darden & Griffin 1994). It is indisputable, though, that value creation has a central 

role when discussing business models (Zott & Amit 2010) and collaborative 

customer-supplier relationships (Walter et al. 2001), which are key components of 

this thesis.  

 

The concept of business value and value creation can be dated back to the 1950’s 

and to Peter Drucker. Drucker (1954) was an early advocate and spokesperson of 

business value, suggesting that the primary goal of businesses was to create 
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value. According to him businesses value creation should occur in relation to its 

customers, employees and partners. The concept of value creation evolved over 

time and in 1985 Michael Porter presented value creation from the viewpoint of 

value chains. According to this framework value creation occurs in a chain of 

activities that a company performs in order to create a valuable product or service. 

While the concept of value chain is based on an activity-based theory of the firm 

(Porter 1985) the predominant theory behind value creation is the resource-based 

theory (Wernerfelt 1984).  

 

Value creation can be viewed from the perspective of the customer and from the 

perspective of the company (Landroguez, Castro & Cepeda-Carrión 2013). 

Generally value creation is thought to consist of two sides: value for the customer 

and value for the firm (Grönroos & Voima 2013). Landroguez et al. (2013) call 

these two sides value creation and value appropriation, from which the latter refers 

to the firm perspective. Gupta and Lehman (2005) also recognize the two sides of 

value creation. According to them these two sides cannot, however, be separated 

in a business engagement.   

2.1.1 Customer value and value co-creation 

Customer value can be seen as a subclass of value creation. It is simply 

understood as value for customers (Graft & Maas 2008). The role of customer 

value creation is crucial for the long-term survival and success of a company 

(Woodruff 1997 ; Payne & Holt 2001 ; Huber, Herrmann & Morgan 2001). 

Compared to the concept value and value creation customer value is more recent, 

having emerged in the 1990’s (Landroguez et al. 2013 ; Grönroos & Ravald 2011). 

There is, however, no broader definition of customer value that is widely accepted. 

Instead, researchers have taken on specific viewpoints and created individual 

frameworks about customer value and customer value creation. Despite of this 

there are some central elements that many of the various customer value 

viewpoints and frameworks have in common.  
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Co-creation of value is an essential element that many researches incorporate into 

the concept of customer value creation. The concept of value co-creation refers to 

the joint creation of value, which is facilitated by interaction between the business 

and the customer (Vargo & Lusch 2004 ; Grönroos & Ravald 2011). So value co-

creation implies that the customer itself is involved in creating its value. The notion 

of value co-creation also combines the two sides of value creation by not 

separating customer and firm value but joining them into a cooperative effort.  

Additionally co-creation implies common goals, objectives and problem solving 

(Prahalad & Ramaswamy 2004). Co-creation of value can also be applied to the 

relationship between the buyer and supplier, where the buyer and the supplier 

jointly create value for each other and the buyer’s customer. 

 

In general co-creation reconfigures the social relations of production (Zwick, 

Bonsu & Darmody 2008) and challenges the traditional boundaries of production’s 

nature (Zwass 2010). Core competencies like learning and knowledge are 

requirements for successful co-creation (Payne, Storbacka & Frow 2008). Co-

creation is also characterized by complex interactions and dialogues (Tynan, 

McKechnie & Chhuon 2010). Consequently advantages of co-creation are 

achieved through supplier-customer interactions that allow access to knowledge 

and resources (Andreu, Sánchez & Mele 2010).  

2.1.2 Value creation in business models   

The business model of a company consists of multiple elements. It defines what 

the offering, i.e. the product or service, of the company is (Tikkanen, Lamberg, 

Parvinen & Kallunki 2005 ; Chesbrough 2007). Business models also describes 

who the customers of the company are (Magretta 2002, Osterwalder, Pigneur & 

Tucci 2005 ; Shafer, Smith & Linder 2005 ; Johnson, Christensen & Kagermann 

2008). In relation to the target customers, the business model of a company 

defines the value proposition, too (Chesbrough & Rosenbloom 2002 ; Osterwalder 

et al. 2005 ; Shafer et al. 2005 ; Voelpel, Leibold, Tekie & von Krogh 2005 ; 

Chesbrough 2007 ; Johnson et al. 2008). Furthermore, the business model 

outlines the revenue and profit logic of the company (Magretta 2002 ; Osterwalder 
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et al. 2005 ; Chesbrough 2007 ; Johnson et al. 2008). Besides the before 

mentioned elements the business model of a company also encompasses the 

strategy of the company (Shafer et al. 2005 ; Chesbrough 2007). It also describes 

how the company uses different partners and relationships for creating and 

delivering value (Osterwalder et al. 2005 ; Zott & Amit 2007). This means that 

supplier relations and supplier relationship management is a part of a company’s 

business model. Taking into account all the elements of a company’s business 

model, it explains why the company exists.  

 

Value creation is in the center of business models (Zott & Amit 2013). The 

business model has been widely used to explain value creation (Zott et al. 2011), 

which makes it appropriate to further explore value creation in the context of 

business models. A business model is “the basic logic of value creation in the 

company” (Linder & Cantrell 2000) and a simplified representation of the 

company’s relevant activities (Wirtz et al. 2016). According to Johnson et al. 

(2008) customer value creation or customer value proposition is a sum of three 

elements, which further define business models, too. These three elements are 

profit formula, key resources and key processes. The profit formula refers to a 

blueprint that defines how the business creates value for itself while 

simultaneously providing value to the customer. Key resources, in turn, are assets 

that a business requires to be able to create and deliver value. These central 

elements (like technology, facilities and people) are non-generic and therefore vital 

to the creation of value for the customer and the company. Key processes 

describe operational and managerial processes that enable the creation and 

delivery of value. These include among others manufacturing, development and 

sales.  

 

Ngo and O’Cass (2010) propose another model that combines the business model 

and value creation. Their value creation business model draws from different 

perspectives of value, creating the wholeness of a business model that explains 

how value is created. The model is based on the resource-based view of 

companies and it promotes the value a company creates for customers. The value 

creation business model, however, combines value from the perspective of the 
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firm and the customer. The principle of the value creation business model is that 

companies develop and craft an architectural infrastructure (i.e. a business model) 

with which they can then develop and nurture their value-creation capabilities to 

create superior value for both the firm and its customer. Lindman, Pennanen, 

Rothenstein, Scozzi and Vincze (2016) also proposition a framework that explains 

the connection between the business model and value creation. The value space 

framework is also three-dimensional and promotes value creation activities 

performed by a company. These value creation activities lead to different potential 

value types (like cost or sacrifice) and different potential sources of value (like 

product, interaction and information).  

 

The models by Johnson et al. (2008), Ngo and O’Cass (2010) as well as Lindman 

et al. (2016) are all very similar. They all create and refer to the wholeness of a 

business model as a mean to create value. All of these models also promote the 

resource-based view of companies by stating that value can be crated through key 

resources, key processes, value-creation capabilities and value creation activities. 

All of the models incorporate value in respect to the firm and the customer, too.  

2.1.3 Value creation in supplier relations   

Because the business model of a company and value creation are closely 

connected, supplier relations as a part of the business model are closely linked to 

value creation, too. Especially in today’s business world Porter’s view of value 

creation in the frame of value chains can also be seen to promote value networks 

and, hence, in addition to internal relationships also external, collaborative 

relationships. In general business relationships offer means of creating superior 

value in the market (Wagner, Eggert & Lindemann 2010). Value creation can even 

be seen as the reason and purpose of collaborative customer-supplier 

relationships (Anderson 1995). This view is supported by Wagner et al. (2010), 

who state that value creation and value sharing are the reason for collaborative 

customer-supplier relationships. Kähkönen and Lintukangas (2012a) further 

strengthen the close connection of value creation and supplier relations by stating 

that supply management is an important value-creating element of a firm.  
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Grönroos and Helle (2010) suggest that through collaborative customer-supplier 

relationships value creation becomes a collaborative process, where customer and 

provider productivity is interconnected and joint-productivity gains are created and 

shared. Grönroos and Ravald (2011) propose that suppliers can also be viewed as 

value facilitators because they enable and help in the process of creating value for 

the customer and, thus, facilitate value creation. In addition to being value 

facilitators, suppliers can also co-create value in an integrated process of joint 

value creation where the supplier and the customer coordinate their activities and 

pursue the same major goal.  

 

Aarikka-Stenroos and Jaakkola (2012) present value co-creation as a dyadic 

problem solving process between the customer and supplier. Aarikka-Steenroos’s 

and Jaakkola’s (2012) view as well as the before mentioned studies, that combine 

value creation and collaborative relations, confirm the close connection between 

value creation and collaborative relations. Co-creation is, consequently, a defining 

and characterizing feature of value creating collaborative relations in addition to 

joint problem solving and common goals.  

2.2 Sustainability 

The role of business organizations and entities in the development of society has 

been contemplated for centuries. Consequently, the concept of sustainability or 

corporate social responsibility has gained a lot of attention in the business world 

and in academia. This has for sure in part led to the fact that there are numerous 

definitions for corporate social responsibility that are very similar. However, there 

is no one definition of corporate social responsibility that would be generally used 

and agreed upon. H. R. Bowen can be seen as the creator of the concept as he 

presented in his book Social Responsibilities of the Businessman that business 

should be transacted according to the values and aims of the society they operate 

in (Carroll 1999). According to Carroll (1999), Bowens book marks the beginning 

of academic research and the modern era of corporate social responsibility. Today 

the concept of corporate social responsibility is often based on J. Elkington’s view 

of the Triple bottom line that was presented in his title Cannibals with Forks: the 
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Triple Bottom Line of 21st Century Business (Elkington 1999). According to 

Elkington’s view businesses should be evaluated not only based on their economic 

performance but also based on their social and environmental performance.  

 

There are, though, corporate social responsibility concepts that differ from the 

general ternary model of economic, social and environmental responsibility. One 

of these is the pyramid of corporate social responsibility by A. B. Carroll (1991) 

(Figure 3). This concept emphasizes the social dimension of corporate social 

responsibility in particular. According to the pyramid model, other responsibilities 

are built on the economic responsibilities of a company. In addition to the 

economic responsibilities companies are expected to operate according to law, i.e. 

obey the law. The legal responsibilities are followed by ethical responsibilities. 

Ethical operation means that the company’s functions and practices are in line with 

the customs that are generally acceptable in the society – even though they would 

not be outlined or defined by law. Carroll proposes that the ethical responsibilities 

are constantly in dynamic interaction with the legal responsibilities, because 

ethical values are the thrust of legislation and new laws. The last section of the 

corporate social responsibility pyramid is philanthropic responsibility. Condensed 

these responsibilities can be encapsulated into good corporate citizenship, which 

includes resource contributions to the society (usually economic help for arts, 

education and community functions) as well as improving the quality of life. The 

ethical and philanthropic responsibilities can be seen being very similar. They 

differ, however, in that philanthropic responsibilities are not ethically nor morally 

expected from companies. So even though a company does not contribute enough 

on the scale of good corporate citizenship, it is not viewed as an unethical 

company. Fulfilling the philanthropic responsibilities is consequently more or less 

voluntary and yet highly appreciated.  
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Figure 3. The pyramid of corporate social responsibility (Carroll 1991)  

 

In their study McWilliams and Siegel (2001) define sustainability as actions or 

measures that further social well being without being legally required or directly 

connected to the company’s interest. According to them, these kinds of actions 

and measures include among other things recycling and reduction of pollution. The 

European Commission offers a very similar definition, in which a company’s 

sustainability is incorporating social and environmental objectives into the 

business operations voluntarily and without legal obligations (European 

Commission 2016). These definitions only differ in the specific mention of 

environmental responsibility. McWilliams’s and Siegel’s (2001) definition of 

sustainability and corporate social responsibility highlights the social dimension, 

whereas the definition of the European Commission brings the environmental 

responsibilities forward, too.  

 

According to Elkington’s Triple bottom line –view corporate social responsibility or 

sustainability consists of three dimensions. These are economic, social and 
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environmental responsibility (Figure 4). Next all three dimensions of corporate 

social responsibility are discussed to gain a general overview of each of them.  

 

 
Figure 4. The dimensions of corporate social responsibility (Montgomery & 

Sanches 2002)  

2.2.1 Economic responsibility  

Economic responsibility can be considered to be the foundation, cornerstone and 

even a precondition for the other dimensions of corporate social responsibility 

(Sarkas & Searcy 2016). Hence, it is often viewed as the most important 

dimension of the ternary model. Economic responsibility can, at its simplest, refer 

to business’ pursuit of being profitable (Sarkar & Searcy 2016). If a company is not 

being economically profitable it cannot enforce the other dimensions of corporate 

social responsibility, which in that case become controversial and implementing 

them would be conflicting (Carroll 1991). Consequently, economic responsibility is 

recognized as the primary interest of businesses (Sarkar & Searcy 2016). 

 

As creating profit and value as well as wealth in general are considered the main 

purposes of companies, they are also a central part of the economic responsibility 

of companies. Creating economic value and fulfilling shareholders’ yield 
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expectations are factors that in addition to generating well being for personnel, 

society and stakeholders belong to the dimension of economic responsibility. An 

economically responsible and sustainable company therefore creates economic 

wealth and well being in the environments in which it operates (Harmaala & 

Jallinoja 2012) and by doing so acknowledges and takes into account its 

stakeholders and other interest groups. Montgomery and Sanches (2002) take on 

a more general approach by stating that economic responsibility refers to the 

efficient use of resources. Rohweder (2004) incorporates also risk management 

and various management practices into the economic dimension of social 

responsibility. 

 

Economic responsibility is mainly based on legislation (Harmaala & Jallinoja 

2012). Sarkar and Searcy (2016) also state, that legal abidance is a vital element 

of corporate social responsibility in general and particularly its economic 

dimension as business’ pursuit of profit has to happen within the limits of 

legislation. Hence, economic responsibility and legal abidance cannot be 

separated from each other (Sarkar & Searcy 2016). Generally companies are 

obligated by law to deliver financial statements and other reports, through which 

their economic responsibility can be assessed and reviewed (Rohweder 2004, 98). 

Juutinen and Steiner (2010) present different indicators that can be used in 

measuring and assessing the economic responsibility of a company. These 

include creation of new jobs, investments in research and development as well as 

paid wages and taxes. Talvio and Välimaa (2004), however, do not consider paid 

taxes as an indicator of economic responsibility. According to them paid taxes are 

indicators of the scale and extent of a company’s operations as well as the tax rate 

rather than the level of economic responsibility of a company. In addition, 

economic responsibility also consists of anti-corruption activities and it can be 

summarized into ensuring economic sustainability (UNA Finland 2016).  

2.2.2 Social responsibility 

Social responsibility lies in the center of corporate social responsibility (Sarkar & 

Searcy 2016). The social dimension argues that businesses have not only 
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economic and legal obligations but responsibilities to society, too, that extend 

beyond the economic and legal obligations (Sarkar & Searcy 2016). According to 

Ketola (2005, 40) the core of social responsibility is based on human rights. With 

social responsibility companies strive for achieving and increasing the well being 

of people and the society (Juutinen & Steiner 2010 ; Talvio & Välimaa 2004).  

 

Rohweder (2004) divides social responsibility into direct and indirect social 

responsibility. The direct social responsibility consists of promoting the well being 

and know-how of employees as well as respecting their culture and values. In 

practice this relates to, amongst other things, occupational health care, 

personnel’s satisfaction and work motivation, compensation, acceptance of 

cultural differences and personnel’s training. The concern about working 

conditions and work safety is also an important part of social responsibility 

(Juutinen & Steiner 2010). On the other hand, indirect social responsibility is 

directed towards the operational environment (Rohweder 2004). It refers to a 

dialogue with the residents of the operational environment, authorities, political 

influencers and decision-makers as well as different communities. When a 

company is operating in a global environment the before mentioned dialogue also 

includes other multinational quarters that are interested in the development of the 

regional well being.  

 

Social responsibility implies that companies should not just accept and bear the 

consequences of their actions but direct their economic responsibilities towards 

societal improvement, too (Sarkar & Searcy 2016). Therefore social responsibility 

can be generally described as the betterment of peoples’ and communities’ well 

being in the operation environment of the company. In addition to the before 

mentioned factors quality, fair treatment of people and communities, product 

safety as well as gender equality (Sarkar & Searcy 2016 ; UNA Finland 2016) are 

also included in the dimension of social responsibility.  
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2.2.3 Environmental responsibility 

In the context of corporate social responsibility environmental issues were first 

viewed as being connected to the quality of life rather than emergence or survival. 

Consequently corporate social responsibility definitions highlighted above all the 

social aspects of it while the other aspects were more disregarded. Over time the 

focus on the social dimension of corporate social responsibility has decreased, 

giving environmental responsibility a bigger foothold in the sustainability actions of 

companies. (Buchholz 1991) Nowadays environmental responsibility is an 

important part of corporate social responsibility as also consumers show interest 

and preference towards companies that are environmentally friendly and eco-

oriented (Carter, Kale & Grimm 2000). Sarkar and Searcy (2016) even came to the 

conclusion that environmental responsibility is often the central and domineering 

dimension of corporate social responsibility and its different definitions.  

 

People and businesses used to utilize and take advantage of natural resources 

carelessly as late as in the beginning of the 20th century. Profit was pursued 

without regarding the nature and environment as well as the well being of future 

generations. (Buchholz 1991) Along with industrialization new goods were 

produced according to a “more is more” principle. Over a few decades the 

limitedness of natural resources and their utilization was manifested, which led to 

the conception of nature’s unlimited resources to be deemed false. (Rohweder 

2004, 45) Today the predominant mindset is that economic activity should be 

adapted to the conditions set by nature. Also, society should operate and function 

in the long term according to sustainable development. (Buccholz 1991 ; 

Rohweder 2004)  

 

According to Montgomery and Sanchez (2002) environmental responsibility refers 

specially to the management of natural resources. Rohweder (2004, 99) provides 

an alternative description of environmental responsibility that defines this as the 

sustainable use of natural resources as well as the management of a company’s 

direct environmental problems and risks. Harmaala and Jallinoja (2012) take on a 

more generic and liberal definition, according to which environmental responsibility 
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is a company’s effort of operating in the best possible way relative to the nature. 

All in all the environmental dimension of corporate social responsibility entails 

environmental concerns, like recognizing the value of natural resources and as a 

consequence protecting them, as well as taking future generations and their 

welfare into account. Hence, a long-term perspective is implicit in the dimension of 

environmental responsibility. (Sarkar & Searcy 2016) Also, issues like climate 

change (Gill 2012) and pollution (Sindhi & Kumar 2012) are seen as a central part 

of environmental responsibility.  

2.3 Connecting value creation and sustainability  

Value creation and sustainability are connected in the context of the new 

economy, as both are central elements and concepts in today’s business 

environment. Wheeler, Colbert and Freeman (2003) similarly argue that value 

creation and corporate social responsibility are closely connected. According to 

them, if a company strives towards value creation and positions this in the core of 

its business model, the concepts of corporate social responsibility and 

sustainability will naturally find a place in the business and business model. This 

argument also includes the concept of the business model, which makes it 

extremely relevant for this thesis. Haase (2015) also recognizes the linkage of 

value creation and corporate social responsibility. Moreover, various researches 

connect value creation and sustainability to the concepts of shared value and 

value co-creation (Visser & Kymal 2015 ; Scandelius & Geraldine 2016 ; Lacoste 

2016).  

 

Value creation and sustainability are not just connected in the wide context of the 

new economy. The fact that customers are demanding value creation (Sánchez et 

al. 2009) and companies to respond to sustainability concerns (Garcia et al. 2016) 

suggests that value creation and sustainability have an even closer link. Juscius 

and Jonikas (2013) link these two concepts together by stating that value created 

through corporate social responsibility can have numerous benefits like better 

quality, financial benefits and effectiveness. This suggests that superior value can, 

too, be created through corporate social responsibility and sustainability. Husted 
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and Allen (2007) support this view by arguing that corporate social responsibility is 

a mean of creating superior value.  
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3. MODERN SOURCING: CLOSE COLLABORATION   

Sourcing and procurement can be traced back to the 18th century and to Adam 

Smith, who invented the “invisible hand” theory of supply and demand (Smith & 

Kankaanpää 2015). The invisible hand theory suggested that society benefits from 

a multiplicity of trading transactions as humans pursue the best for them, which in 

turn results in fairness and honesty. According to Vitasek (2016) the invisible hand 

theory also promoted the idea of labor division, which has encouraged businesses 

through time to work more effectively with trading partners and seek efficiencies in 

operations. Contemporary transaction-based business models were born as a 

result of the emergence of the need for repeated transactions and the evolvement 

of trading preferences (Keith et al. 2016). Transaction-based models formed the 

foundation and mainstay of conventional business relationships and current 

procurement processes serving in the field of procurement through the twentieth 

century (Keith et al. 2016 ; Vitasek 2016b).  

 

The field of procurement began to change in the 1980’s when forerunners like 

Porter (1980) and Kraljic (1983) presented procurement in a more strategic 

manner. This change was followed by individual procurement professionals and 

organizations embracing more strategic procurement models, concepts and 

frameworks in the 1990’s (Vitasek 2016b). Outsourcing and coupling goods and 

services together to design solutions have also changed the landscape of 

procurement (Vitasek 2016b). With these shifts and changes procurement is 

generally seen today as a source of strategic value (Hochman & Boll 2009), which 

has increased its overall importance. 

3.1 Supplier relationship options 

There are various types of buyer-supplier relationships, which leads to different 

options for organizing and coordinating supplier relations. Traditionally these 

different types of supplier relations are considered to exist and fall along a 

continuum (Vesalainen & Kohtamäki 2015 ; Rinehart, Eckert, Handfield, Page & 
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Atkin 2004). This continuum of different types of and options for supplier relations 

ranges from transaction-based supplier relations to equity- and investment-based 

supplier relations (Heide & John 1992 ; Rinehart et al. 2004). While transaction-

based and investment-based relations form the extremities of the continuum, 

relationally governed supplier relations are situated in the middle (Webster 1992).  

 

Transaction-based supplier relations are market governed, i.e. they rely on 

competitive free market forces (Rinehart et al. 2004). In this relationship type 

market-based transactions form the buyer-supplier relationship (Webster 1992). 

Usually the price of the product or service that is being exchanged contains 

practically all necessary information that is relevant for the exchange (Webster 

1992). Transaction-based supplier relations are also often arms length in nature 

(Golicic, Foggin & Mentzer 2003). Instances where the buyer makes a purchase 

only once or multiple times both belong in the category of transaction-based 

supplier relations (Rinehart et al. 2004). Therefore, transaction-based supplier 

relationships comprise single and multiple transaction settings (Webster 1992). 

Low switching costs, a short time horizon, low strategic emphasis and small 

investments as well as a low complexity level due to the simple offer-acceptance 

principle are features that characterize transaction-based supplier relationships 

(Gundlach & Murphy 1993).  

 

Equity- or investment-based supplier relations are situated at the opposite end of 

the continuum. These represent different types of equity arrangements (Rinehart 

et al. 2004), which are characterized by large investments (Gundlach & Murphy 

1993). Equity models are hierarchically governed and embody vertical integration 

(Golicic et al. 2003). In addition to large investments high switching costs, a long-

term time horizon, high strategic emphasis and a high complexity level 

characterize equity-based supplier relationships (Gundlach & Murphy 1993). They 

represent situations, where one of the parties involved in the relationship has 

ownership control (Rinehart et al. 2004). Investment-based supplier relations 

exemplify integration as well as corporate systems and hierarchies (Golicic et al. 

2003), in which recognizable transaction are rather merged together (Gundlach & 

Murphy 1993).  
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Relational supplier relations are positioned between transaction-based and equity-

based supplier relations. Collaboration, cooperation, partnership and alliance 

describe the types of supplier relationships within this category (Rinehart et al. 

2004 ; Golicic et al. 2003). Representing something like the intermediate form of 

supplier relationship options, relational supplier relations’ characteristics often also 

fall between those of transaction-based and equity-based supplier relations. If they 

deviate from the average, it is towards the direction of equity-based relations with 

a more strategic nature. Relational supplier relationship types require moderate 

investments and the switching costs are also on a medium level (Gundlach & 

Murphy 1993). In these relations the time horizon varies from intermediate to long-

term, transactions are not quite merged but linked together and complexity is 

increasing (Gundlach & Murphy 1993). Especially more recently, hybrid models 

have emerged within relational supplier relations (Rinehart et al. 2004). These 

hybrid relations complicate the traditional make versus buy decision of sourcing, 

but in return offer efficiencies that are not achievable with either pure transaction-

based or equity-based supplier relations (Cooper & Slagmulder 2004).  

3.2 The new economy 

The business environment of today is characterized by greater uncertainty 

(Mirabela 2011) and is generally more dynamic (Walters, Halliday & Glaser 2002). 

In academia as well as in praxis of the business world the subtle changes and shift 

that can be traced back to the turn of the century are often referred to as the “new 

economy” (Vitasek 2016b ; Walters et al. 2002). Today’s business environment is 

centered on four key challenges: volatility, uncertainty, complexity and ambiguity 

(Bawany 2016). These changes and challenges have lead to old tools and tactics 

not being as effective and suitable as they once were (Keith et al. 2016). 

 

In addition to volatility, uncertainty, complexity and ambiguity there are further 

business environmental changes that particularly affect the way businesses view 

procurement and supplier relations. Firstly, globalization has changed the 

business environment in general and also particularly supply markets (Walters et 

al. 2002). Moreover, globalization increases the mobility of human and other 
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resources, which in turn creates a marketplace of highly integrated organizations 

(Keith et al. 2016). As a result market interconnectedness is accelerated (Vitasek 

2016). Secondly, today’s businesses are faced with increased volatility and risk 

(Walters 2004). Among other things, this results from international terrorism, 

natural disasters and insufficient transportation infrastructure as well as port 

slowdowns and strikes due to labor disputes (Vitasek 2016b). Also, the dynamic 

and rapidly changing nature of today’s business environment contributes to the 

increased volatility and risk. Thirdly, the new economy demands more flexible, 

agile and responsive supply chains (Ll 2009 ; Banerjee, Sarkar, Mukhopadhyay 

2012). The demand for these kinds of supply chains stems from the society that is 

increasingly fast consumer-driven (Keith et al. 2016). In addition, procurement 

activities have also been and are still transforming because of the opportunities 

that cloud computing offers (Vitasek 2016b). The on-going evolution and stronger 

emphasis on service economy is also shifting the focus to strategic purchasing 

and outsourcing, where just tactical approaches are inadequate (Keith et al. 2016). 

Lastly, a shift in procurement skills and processes necessitates value creation, as 

procuring goods and service is simply not enough anymore (Keith et al. 2016 ; 

Vitasek 2016b). Particularly the latter shift embodies the fundamental reasoning 

behind this study.  

 

Sourcing and suppliers as well as supplier relationships play a key role in meeting 

the challenges of the new economy and succeeding in today’s business 

environment (Loppacher, Cagliano & Spina 2011). In particular collaborative 

partnerships and highly collaborative relationships with suppliers can help the 

transformation and innovation in an organization (Keith et al. 2016). The power of 

collaborative partnerships has been shown and proven in various studies (Vitasek, 

Manrodt & Kling 2012).  

3.3 Moving towards close collaboration  

Procurement and sourcing decisions are typically preceded by a make or buy 

evaluation process (Arya, Mittendorf & Yoon 2014). The new economy has, 

however, complicated the traditional make or buy decision (Cooper & Slagmulder 
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2004). It is therefore mistaken to think that the make (insource) or buy (outsource) 

decision always results in either using the market to access qualified sources to 

perform the work or developing these capabilities in-house (Vitasek 2016b). By 

adopting this view, a buy decision would automatically lead to using transaction-

based models and competitive market forces to ensure the best possible deal 

(Keith et al. 2016). Transaction-based models are business models in which the 

service provider is paid for every transaction. The service provider is paid for a 

transaction even though the transaction would turn out to be unnecessary. 

Consequently the more inefficient the transaction-based model is, the more the 

service provider can earn. (Vitasek, Ledyard, Manrodt 2013).  

 

Transaction-based models do work for products or services with low complexity, 

substantial supply and that require only simple transactions (Gundlach & Murphy 

1993). However, the shifts and changes of the new economy have resulted in 

businesses outsourcing and procuring increasingly strategic and complex goods 

and services, for which transaction-based models are not suitable (Vitasek 2016b). 

For these kinds of sourcing needs neither of the extremities of the sourcing 

continuum as such are suitable. This means that the new economy demands 

hybrid sourcing models that fall between the extremities of the sourcing business 

model. As their name suggests, hybrid business models combine elements from 

transaction-based and equity-based supplier relations (Golicic et al. 2003). They 

are able to answer to the challenges that characterize the general business 

environment as well as procurement and sourcing in the new era. Thus, hybrid 

models that focus on collaboration and partnership are able to offer more efficient 

ways of procuring in the increasingly strategic, dynamic, uncertain, changing and 

complex business environment.  

3.4 Sourcing continuum and sourcing business models 

Transaction-based models began to be challenged, as they were no longer 

suitable to meet the challenges of sourcing and procurement in the new economy 

(Keith et al. 2016 ; Vitasek 2016b). In 2008 Oliver Williamson challenged the 

traditional make-buy decision process and the traditional view of sourcing practice, 
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and won the Nobel Prize for his work Transaction Cost Economics (Vitasek 

2016a). The central lesson in Williamson’s work (2008) validates that sourcing 

should rather be viewed as a continuum than a simple make versus buy decision.  

 

Williamson’s continuum view of sourcing places the market forces on one side and 

the so-called “corporate hierarchies” on the other side of the continuum (Figure 5). 

Free-market forces represent the buy decision, where a company outsources and 

uses external suppliers for the needed capabilities while corporate hierarchies 

represent the make decision, where a company invests in the needed capabilities 

itself and insources (Keith et al. 2016). In the middle of the continuum are hybrid 

approaches, which Williamson suggests should be used for complex contracts 

(Vitasek 2016b). 

 

 
Figure 5. A continuum of sourcing approaches (Vitasek 2016b)  

 

The market approach is used when an organization decides to procure goods or 

services instead of insourcing them. It is equivalent to transaction-based models. 

The free market economy and the free market forces define how organizations do 

business in the market (Rinehart et al. 2004). The free market mode assumes that 

suppliers compete on characteristics that are important to buyers like cost, quality 

and service level (Keith et al. 2016). This competition is a result of the 

predominant free market economy and forces. Another important characteristic of 

the market is the absence of dependency (Golicic et al. 2003). This implies that if 

buyers are not satisfied with the suppliers they are using, they can switch suppliers 

practically at any time with little or no switching costs (Rinehart et al. 2004). 

Corporate Hierechies 
(Make, Insource) 

The Market 
(Buy, Outsource) 
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Consequently the market approach requires only little administrative control (Keith 

et al. 2016) and relies on conventional contract law (Gundlach & Murphy 1993). 

Usually the market approach for sourcing is used with goods and services that are 

at least somewhat standardized and thus obtainable from multiple suppliers (Keith 

et al. 2016).  

 

Corporate hierarchies are used when an organization obtains goods and services 

itself by investing into developing the needed capabilities. These are equivalent to 

equity-based supplier relations. With corporate hierarchies the organization has 

the choice between making and insourcing the goods or services (Keith et al. 

2016). A central element in the make decision is whether the capability is a core 

competence for the organization and, hence, offers a competitive differentiation 

(Vitasek 2016b). Performing work that involves non-core competencies results in 

inefficiencies, which in turn increases cost structures and bureaucratic costs 

(Barlow & Ishaq 2000). Corporate hierarchies are, too, generally characterized by 

high administrative control (Keith et al. 2016). Additional negative impacts of 

performing non-core capabilities and activities include lack of cost and quality 

improvements as well as lack of innovation (Vitasek 2016b). The view of core 

competencies is supported by numerous academics and researchers like Peters 

and Waterman (1982), Vagadia (2012), Prahald and Hamel (1990) as well as 

Greaver II (1999), who advice companies to outsource activities that are not core 

competencies.  

 

Even though the market and hierarchical approach offer advantages, they do also 

come with apparent disadvantages (Vitasek 2016b). According to Williamson 

(2008) the market does not always work as efficiently as it in theory should work 

and that buyers may after all not have enough money or skills to invest in the 

competencies needed. Also, the majority of procurement tools and approaches 

promote commoditization and competition, which often leads to organizations 

wanting to drive innovation while simultaneously wanting to rely on a preferably 

low-cost supplier (Keith et al. 2016). In other words, organizations want a strategic 

supplier even though the nature of how they procure and contract signals 

commoditization and competition (Vitasek 2016b). This is where the hybrid 
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approaches come in question. They are positioned in between the market 

approach and corporate hierarchies, and therefore combine elements of both 

approaches – offering a hybrid model and a mean between the market and 

corporate hierarchy approaches. 

 

In total there are seven different sourcing business models that fall along the 

sourcing continuum of Williamson (Figure 6). The sourcing business models of 

Keith et al. (2016), Vitasek (2016a) and Vitasek (2016b) are divided into three 

categories: transaction models, relational models and investment-based models. 

The seven sourcing business models are:  

− Transactional:  

• Basic provider model 

• Approved provider model 

− Relational: 

• Preferred provider model 

• Performance based / managed services model 

• Vested business model 

− Investment: 

• Shared services model 

• Equity partnership model.  

 

 
Figure 6. The continuum of sourcing business models (Keith et al. 2016 ; Vitasek 

2016a ; Vitasek 2016b) 
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3.5 Vested business model  

The vested business model is chosen from the other sourcing business models for 

the main object of analysis because it is best suited to meet the requirements of 

sourcing in the new economy. The vested business model is one of Keith et al. 

(2016) and Vitasek’s (2016b) sourcing business models. It is a hybrid relationship 

that combines a relational contracting model with an outcome-based economic 

model. The vested business model encompasses the principle of shared value 

and the concepts of behavioral economics. The model is based on the 

participating parties being equally committed, i.e. vested, to each other’s success. 

This means that the participating companies form highly collaborative 

arrangements and close partnerships that are designed to create and share value 

for buyers and suppliers. A key factor of the vested business model is that value is 

created and shared beyond the conventional buy-sell economics of a transaction-

based agreement. The vested business model elevates a traditional performance-

based relationship to a new level (Vitasek et al. 2013). 

 

Today many organizations endeavor to achieve the benefit that an investment-

based model offers, but without investments, by using the vested business model 

that through outsourcing allows organizations to remain a separate entity and gain 

success. The vested business model assumes an integrated and mutually 

beneficial working manner through which mutual advantage and gain is achieved. 

(Vitasek et al. 2013) This is enabled by the fact that in vested relationships both 

they buyer and the supplier have an economic interest in each other’s success. 

Common solutions are developed based on the mutual advantage to achieve 

strategic business outcomes. (Keith et al. 2016)  

 

Vested is most suitable when a company wants to achieve transformational or 

innovation objectives that it cannot achieve by itself or by using traditional 

transaction-based models (Keith et al. 2016). These innovation and 

transformational objectives are called desired outcomes, which are basically 

measurable strategic business objectives that are attained as an outcome of the 

performed work (Vitasek 2016b). The vested business model is best used when 
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an organization desires a service provider to perform not only a strict set of 

directed tasks but for the service provider to develop a solution based on mutual 

advantage for achieving desired outcomes for the organization (Vitasek et al. 

2013).  

 

The vested business model and its aims are largely characterized by the desired 

outcomes. They are usually categorized as improvements to cost structure, 

customer service levels, schedule, revenue, market share, customer loyalty or 

overall business performance (Keith et al. 2016). However, desired outcomes are 

not similar to task-oriented service level agreements – they are of strategic nature 

and can only be attained with a high degree of collaboration between the buyer 

and supplier (Vitasek et al. 2013).  

 

The whole vested model is based on close collaboration and partnership. 

Suppliers are rewarded for assisting and facilitating the buyer achieving mutually 

defined desired outcomes (Keith et al. 2016). In a vested relationship the involved 

parties build a solid and cooperative foundation for creating and sharing value 

(Vitasek et al. 2013). The reasoning behind the vested model is that neither of 

parties involved in the vested relationship can achieve the desired outcomes 

without the other party (Keith et al. 2016). All vested partnerships are different but 

they all achieve a new level of success by optimizing three key aims: innovation 

and improved service, reducing cost to the outsourcing company and improving 

profits to the supplier (Vitasek et al. 2016).  
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4. CONNECTING VALUE CREATION, SUSTAINABILITY, 
BUSINESS MODELS AND SUPPLIER RELATIONS IN THE 
NEW ECONOMY   

This chapter summarizes the previously presented theoretical part of this thesis. In 

addition to presenting a theoretical summary this chapter also connects the central 

concepts of value creation, sustainability, business models and supplier relations 

in the new economy. The purpose of this summary is to create a theoretical frame 

that helps to follow the empirical results. The empirical findings will also be 

mirrored against this frame, which is illustrated in Figure 7.  

 

               
Figure 7. Theoretical framework of the thesis 
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Recent business environment changes have created a new economy. The nature 

of today’s business environment is more complex and competitive than it used to 

be. While the fundamental purpose of businesses is still to create value, just value 

in the form of a simple product or service may not be enough for companies to 

succeed in the new economy. In the new economy customers are demanding 

superior value creation, which means that companies need to develop and 

improve their business operations in order to answer to this demand. In addition to 

the changed conception of value creation, corporate social responsibility and 

sustainability have gained more and more importance in the current business 

environment. Corporate social responsibility can be argued to be a value adding 

element, which can also make it a source of superior value creation.  

 

In the context of the new economy the demand for superior customer value 

creation as well as corporate social responsibility and sustainability have affected 

the business model of companies. Also, according to the theory of sourcing 

business models supplier relations need to be seen as a part of a company’s 

business model. Consequently, the new economy has changed companies’ 

business models and supplier relations. The new economy has also particularly 

affected sourcing and supplier relations. In terms of procurement and supplier 

relations, the new economy is characterized by increased market 

interconnectedness, volatility and risk. Moreover, the new economy demands 

more flexible, agile and responsive supply chains. In general, the new economy 

has resulted in the growing importance of strategic procurement and outsourcing 

due to the continuous development of a service economy. Sourcing, suppliers and 

supplier relations play a central role in meeting the challenges of the new 

economy.  

 

However, there are numerous different supplier relation types. From all the 

possible options for organizing and coordinating supplier relations, hybrid supplier 

relations are the best alternative for answering the challenges of the new 

economy. In particular, the vested business model or vested supplier relations are 

best suited to meet the requirements of sourcing in the current business 

environment. Hybrid models and the vested model are based on transactional 
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supplier relations but also have a strong emphasis on strategic sourcing. Hence, 

they combine transactional- and outcome-based models. They are characterized 

by close collaboration and partnership between the buyer and supplier.  
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5. RESEARCH METHODOLOGY AND DATA 

The empirical part of this thesis is conducted as a qualitative research. The aim of 

the empirical part is to further the understanding of the research objective and 

questions. Therefore, the empirical part of this study aims to further describe the 

business environment changes and characteristic of the new economy, and how 

these have affected supplier relations. It also aims to clarify how business models, 

supplier relations and sustainability can be used in the new economy to create 

superior value. Because the empirical part of this study draws from the previously 

presented theoretical part and from the research objective and questions, its 

function is to serve as a practical instance and illustration against which theory is 

mirrored.  

 

Next the methodology of this thesis is thoroughly explained. The aim of this 

chapter is to further clarify the chosen research method as well as how the 

research data was collected and analyzed.  

5.1 Research method 

The connection of value creation, sustainability, business models and supplier 

relations in the light of recent business environment changes and the new 

economy lacks existing academic literature. Therefore, this study aspires to find 

insights of this particular phenomenon in an explanatory way. Consequently, a 

qualitative research method and, more specifically, a case study approach are 

used in this thesis. Abductive reasoning is applied in the study, which means that 

a theory-bound approach to the data is used (Tuomi & Sarajärvi 2002).  

 

A qualitative research method was chosen for this study. Qualitative research 

enables the charting of the interviewees’ own outlooks and viewpoints so that the 

study is not merely directed on the basis of deduction and the research question 

phrasing (Koskinen, Alasuutari & Peltonen 2005). Hence, it explains the meaning 

of experiences before scientifically or scholarly explaining them (Brinkmann & 
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Kvale 2015). In general the correctness in qualitative research is time- and 

context-specific (Lapan, Quartaroli & Riemer 2012). Qualitative research aims to 

explain and simplify the observations and findings as well as interpret these 

results. The primary goal of qualitative research can be seen to be the creation of 

empirical generalization based on explaining individual cases. (Alasuutari 1999) 

Therefore, discretionary sampling is often used when conducting a qualitative 

research (Eskola & Suoranta 2003). Using discretionary sampling makes it 

possible to choose more informative cases to be studied than if you were to use 

random sampling (Flyvbjberg 2006). For these reasons, the qualitative research 

method was chosen for conducting this study.  

5.2 Research data and data collection  

The research data of this study is multifaceted. The data used in the theoretical 

part is gathered from academic journals, articles and books that are relevant to the 

study’s topic. This data covers theory about the topics of value creation, corporate 

social responsibility, business models, supplier relations and the new economy as 

well as links these together. The data used in the empirical part is gathered from 

interviews with representatives of the case company Metso. Interviews were 

chosen as the data collection method because this study aims to gain a 

comprehensive view of the studied subject and interviews offer the best setting for 

revealing meaningful, multifaceted, versatile and deep meanings of the studied 

subject from the interviewees. The interview questions are based on the study’s 

theoretical part and data. Hence, the empirical data covers the same topics as the 

theoretical data but discusses these in the concrete.  

 

The chosen interviewees were selected based on a few criteria. Because of the 

topic and focus of the study, the interviewees had to be working within 

procurement and sourcing. They were also required to be in an executive level 

position within Metso’s procurement and sourcing functions. This ensures that the 

interviewees have all-round and comprehensive knowledge about the procurement 

and sourcing at Metso, which enables them to answer the interview questions 

inclusively. To further the inclusivity, diversity and richness of the empirical data 
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the interviewees were selected from different sub-fields of procurement and 

sourcing. Interviewing procurement and sourcing professionals from different sub-

fields also makes it possible to compare these sub-fields and identify similarities 

and differences between these.  

 

Altogether four interviews were conducted during January and February 2017. The 

interviewees were given alternative ways of participating in the interview. They 

could opt for a face-to-face, Skype, phone or email interview according to their 

own preferences and schedule. The interviewees as well as their position at Metso 

and the chosen interview method are listed in Table 1. All of the interviewees were 

provided with the interview questions beforehand so that they had the opportunity 

to familiarize themselves with the theme of the interview. The interviews were 

conducted in Finnish or English depending on the interviewees’ mother tongue 

and preference.  

 

Table 1. Interviewees of the case company Metso and the used interview method 

Interviewee Position Sourcing sub-
field 

Interview 
method 

Esa Lumme Head of Sourcing Flow Control Email 

Ville Kuusela Global Category Manager, 
MRO & Facilities  

Indirect 
Procurement Face-to-face  

Korlan Strayer 
Senior Vice President, 
Global Procurement Minerals Skype 

Teppo Siivonen Global Category Manager 
Transportation, 
Packaging and 
Forwarding  

Skype 

 

The interview questions (appendix 1) were diligently formed based on the research 

objective and questions as well as the study’s theoretical part. The objective of the 

interviews was to ask questions that help to answer the research questions as well 

as gain a comprehensive and profound understanding of the studied subject. All 

interviewees were asked the same set of questions. For the most part, a semi-

structured interview approach was used in the interviews. This approach allows 

the interviewer to prepare a themed structure for the interview in advance 
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(Brinkmann & Kvale 2015 ; Saunders, Lewis & Thornhill 2016). The interviewer 

guides and leads the interview while carefully keeping track of the interviewees’ 

answers (Brinkmann & Kvale 2015). A semi-structured interview resembles a 

conversation and therefore, the content as well as the order and flow of the 

interview can differ in different interviews (Brinkmann & Kvale 2015 ; Saunders et 

al. 2016). Using the semi-structured approach the interviewer can also add 

additional questions whilst interviewing (Saunders et al. 2016). However, while the 

oral interviews that were conducted face-to-face or via Skype follow a semi-

structured interview approach, the email interview rather resembles a structured 

approach. The email interview resembles a survey-like questionnaire that is based 

on the interviewee just answering the set of given questions without any 

conversation-like engagement, which is a type of structured interviews (Brinkmann 

2013).  

5.3 Data analysis 

All of the oral interviews were recorded to get as much information as possible 

from the interviews. This makes it possible for the interviewer to go back and 

review the interview answers again as many times as needed while analyzing 

them. The oral interviews were not transcribed word by word. The recordings 

were, however, turned into detailed notes or loose transcripts that express the 

main message and meanings between the lines. Word by word transcripts were 

not seen as necessary because the aim is not to use the interviewees’ exact 

words in the analysis but rather find the deeper meanings within the answers. The 

interviews that were conducted in Finnish were translated into English for the 

empirical findings and the analysis purposes.  

 

The analysis of the research data began with making the transcripts. As 

mentioned before, their purpose was to recognize the most relevant and significant 

empirical findings rather than presenting exact words of the interviewees. These 

findings were then presented and analyzed in the empirical findings chapter of this 

study. The empirical findings chapter summarizes the main findings while 

organizing and theming them under wider topic entireties. Empirical findings are 
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also mirrored against theory to further the research objective. Moreover, the 

analysis covers the identification of similarities and differences between the 

empirical findings of different procurement sub-fields. Table 2 summarizes the 

research methodology unity of this thesis.  

 

Table 2. The research methodology of this thesis and its elements 

Research method Research 
approach Data collection Data analysis 

Qualitative  
 
Abductive  

Case study 

Academic 
literature 
 
Interviews  

Analysis of 
interviews 
 
Summarizing key 
findings 
 
Grouping 
 
Comparison 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

54 

6. EMPIRICAL FINDINGS AND ANALYSIS 

In this chapter the empirical findings from the case company interviews are 

presented and analyzed. This chapter is arranged to be corresponding with the 

theoretical part of this study. Therefore the empirical findings will be presented and 

analyzed under topics that relate to the previously presented theoretical 

background.  

6.1 Today’s business environment and the new economy   

Various challenges and drivers characterize the business environment of today 

from Metso’s perspective. One of them is on time delivery. As the name suggests, 

on time delivery refers to the amount of goods or services that are delivered to the 

customer on time. In general, on time delivery is a measure of process and supply 

chain efficiency. This means that if on time delivery is measured low in a company, 

there are inefficiencies or immoderately time-consuming processes along the 

supply chain, which are not value adding. Being that on time delivery characterizes 

today’s business environment from Metso’s perspective, this suggests that 

especially in procurement the new economy promotes general efficiency, too. As a 

characteristic of Metso’s current business environment, on time delivery verifies 

the theory that more agile and flexible supply chains are key drivers in the new 

economy. This is further authenticated as faster delivery and response time as 

well as flexibility are named in the interviews as elements of the new economy.  

 

Another key driver and challenge of today’s business environment from Metso’s 

viewpoint is product and service quality. Being able to create and deliver good 

quality products and services is central to business success. Product and service 

quality can also be traced back to the theoretical definition of the new economy 

and particularly to the element of superior value creation demand. However, 

quality on its own is solely not enough to guarantee success in the new economy. 

Cost effectiveness is a central driver and challenge in Metso’s current business 

environment, too. Hence, being able to deliver the highest value in cost while 
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keeping your assets low characterizes the general business environment of today. 

In regards to costs, the prices of raw materials like oil are also key drivers in the 

current business environment. In the volatile business environment of today 

changes in the raw material prices affect the sales end of Metso’s business. This 

characteristic again supports the theoretical definition of the new economy being 

volatile.  

 

One a wider and more general level, the market and marketplace are seen 

characteristics of the current, constantly changing business environment. This 

means that Metso has had to adapt to the contemporary normal situation, in which 

what you had a few years ago you will probably not have anymore in the near 

future. Consequently, it is a must to adjust and scale the organization and its 

operations to the present-day situation, which supports the reasoning behind this 

thesis. In addition, the fluctuations in customers’ business fields and the 

challenges they face in the new economy also affect Metso and therefore indirectly 

characterize the current business environment from Metso’s perspective. These 

market and marketplace related characteristics support the theoretical claim that 

the new economy is more dynamic and complex as well as the fact that market 

interconnectedness is accelerated in the new economy. Moreover, because the 

changing and dynamic nature of the new economy contributes to increased risk, 

risk management is also seen a characterizing challenge of Metso’s current 

business environment.  

 

Furthermore, as a company Metso has strong sustainability related drivers that 

promote and support investing in technology that is sustainable and less 

consumptive. Even though technology differentiation is a fairly small window in 

today’s business world, technology and sustainable technology especially develop 

continuously. With sustainable technologies Metso strives to find the next 

differentiation factor that will make Metso stand out compared to its competitors – 

especially in countries with a lower level of costs. This suggests that sustainability 

is a defining challenge that characterizes today’s business environment from 

Metso’s perspective, too.    
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6.2 Value creation in the new economy 

The interviews revealed mixed outlooks about the concept of value and value 

creation in the new economy. On one hand, recent changes in the business 

environment and the emergence of the new economy are seen to have 

transformed and changed the concepts of value and value creation. According to 

this view recent business environment changes have affected the concept of value 

creation and especially the conception of what kind of value should be created and 

delivered to customers. Metso does, however, operate in a less volatile area of 

business compared to e.g. the electronics or transportation field, which means that 

changes in customer behavior and demand occur much slower and on a smaller 

scale. This view takes on a company and business area related standpoint.  

 

From the perspective of procurement solely, there was one outlook that supported 

the changing effect of the new economy on the concepts value and value creation. 

Because here the focus is on procurement, an internal part of a company, this 

whole view takes on a company internal outlook. According to this view, in the past 

there has never been a perception that suppliers could add value to the business. 

This has changed, however, and the old perception has had to be changed 

internally. In general, the value that suppliers can bring to the table and the value 

that can be realized from working with good suppliers comes from an upstream 

working relationship. The upstream working relationship refers to starting from the 

basics like cost effectiveness in the buyer-supplier relationship and working 

upstream in developing the relationship further and exploring what can be done 

differently and better for both parties.  

 

On the other hand, the empirical findings reveal an opinion according to which the 

new economy has actually not really changed the concepts of value or value 

creation in relation to procurement. Another outlook of the matter recognizes that 

the need for flexibility and faster response times has been recently raised within 

procurement, but that value creation still occurs “the old way”. The end product 

and offering value has, however, changed according to this view as Metso is 

nowadays focusing more on critical items and the engineering side than it was 
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before. In a way, stating that value is still created “the old way” is correct, as 

businesses still exist for the purpose of creating value, which is businesses’ 

ultimate purpose. This viewpoint relates to the original concept of Drucker’s value 

creation. However, it can be argued that just creating value is not enough anymore 

in the era of the new economy where customers are constantly demanding unique 

and value adding elements to the “basic value” of businesses.  

 

The differences in the empirical findings about the views of the new economy’s 

changing effect on the concepts of value and value creation may exist due to 

different understandings of the interview question and to distinctive personal 

outlooks on business and the business environment. For example, if one has a 

more conservative outlook on business and the business environment and thinks 

that businesses ultimately exist for the purpose of creating value, then they 

probably are not of the opinion that the concepts of value and value creation have 

changed due to the emergence of the new economy. The views that recognize the 

changing effect the new economy has had on the concepts of value and value 

creation support the general reasoning and theoretical basis of this thesis, though.  

6.3 Corporate social responsibility at Metso  

The empirical findings revealed that corporate social responsibility and 

sustainability are very multifaceted concepts that vary according to perspective 

and person. Corporate social responsibility is clearly more complex in practice 

than its ternary theoretical framework. The theoretical dimensions are, however, 

still incorporated into practical corporate social responsibility. Corporate social 

responsibility from Metso’s viewpoint encompasses the usage of sustainable raw 

materials and processes as well as energy efficiency. It also covers the manner in 

which subcontracting is utilized, how the company regards child labor as well as 

how and where contracts are made as trade with specific countries is forbidden. 

Moreover, corporate social responsibility from Metso’s perspective is the total 

responsibility of and towards the company’s own employees and the company’s 

customers. This responsibility extends more or less to the suppliers of the 

company, too. In addition, Metso’s corporate social responsibility has a strong 



 

 

58 

compliance element, which becomes apparent in three of the interviews. On one 

hand, corporate social responsibility is seen as the guidelines that are formed and 

given by the headquarters as well as complying with these. On the other hand, 

corporate social responsibility is experienced as complying with country specific 

laws and rules concerning corporate social responsibility. With this view comes the 

obligation of trying to elevate the corporate social responsibility standards to 

Metso’s level where these standards may be lower. Also, corporate social 

responsibility is generally thought of as the compliance with all these before 

mentioned elements. All these elements of corporate social responsibility from 

Metso’s perspective correspond to and cover the theoretical dimensions of 

corporate social responsibility. However, economic responsibility is specifically not 

mentioned which signals that, as theory suggests, it is the foundation and a 

precondition for the other dimensions, and therefore, is not regarded as a 

particular and “mention-worthy” dimension. Environmental and social responsibility 

as well as legal compliance appear to have a strong importance in corporate social 

responsibility form Metso’s perspective. Especially because legal compliance is an 

add-on dimension to the ternary model of corporate social responsibility, the 

empirical findings authenticate the more complex nature of corporate social 

responsibility in practice compared to theory. This also suggests that singular 

frameworks of corporate social responsibility are not enough to describe the 

phenomenon in practice.  

 

If Metso would face the task or requirement of showing how the company has 

audited its supply chain and suppliers, from what kind of raw material sources 

Metso procures, if these raw materials are procured according to ethical principles 

and if the used suppliers are operating ethically, you would have to go further in 

the supply chain and past Metso because verifying the ethicality, sustainability and 

corporate social responsibility actions of a western company like Metso is easy. 

The key is being able to verify the ethicality, sustainability and corporate social 

responsibility actions of Metso’s suppliers, and this kind of transparency is not 

ease – particularly in countries like China or India. On the spot verifications have 

increased and sometimes even third parties perform them. Through this process 

customers also accredit and value, that Metso throughout its suppliers has 
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operated according to sustainable principles and through this process it can be 

stated that Metso is more reliable and a better supplier for its customers. Hence, 

corporate social responsibility and sustainable principles are seen as value-adding 

elements – especially in more developed customer relationships and in the long 

term.  

6.4 Corporate social responsibility and superior value creation 

As the example of corporate social responsibility and sustainability verifications 

shows, social responsibility is experienced as a mean of creating superior value 

and as a valued adding element. However, the role of corporate social 

responsibility as a mean of creating superior value and as value adding in general 

induced mixed empirical results and the empirical findings concerning this matter 

were again divided. Another interviewee supported the view of corporate social 

responsibility being value adding and a mean of creating superior customer value, 

while focusing this outlook on people, who play a central role in corporate social 

responsibility and who are the key factor in creating superior customer value. 

Other outlooks regarded this matter in a more skeptical manner. According to one 

interpretation corporate social responsibility is needed for doing business rather 

than being value adding. Also, according to this view Metso’s customers in general 

do not yet see corporate social responsibility as a mean of creating superior value, 

even though the most advanced customers are requesting corporate social 

responsibility from Metso. The most skeptical assessment of corporate social 

responsibility as value adding and a mean of creating superior value does not 

agree with the matter in practice. As a publicly traded company Metso has the 

obligation to ensure that it is doing business in a proper way and that you are not 

putting the business at risk. But there is also taking corporate social responsibility 

and social matters “too far” as your standards may differ from the one’s of your 

customers or suppliers. This creates a sort of dilemma of what being right in one 

country may be legally different in another country. And while legal compliance is 

always there, the social standards differ from country to country, which means that 

the different criteria have to be constantly reviewed and managed, as there are 

certain standards that you just do not violate. Consequently, this view sees 
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corporate social responsibility in theory as value adding and a mean of creating 

superior value but in practice the part that goes beyond law compliance is difficult 

to define. Therefore, according to this view further corporate social responsibility 

value past law and regulation compliance is tentative and uncertain.  

 

Furthermore, the interviews reveal Metso’s motivations behind corporate social 

responsibility – as direct answers but also from reading between the lines and 

interpreting the attitude towards the general matter of corporate social 

responsibility and sustainability. Firstly, the general requirement of corporate social 

responsibility and sustainability actions and policies motivates Metso to follow the 

principles of corporate social responsibility and sustainability. They are 

prerequisites of staying in and doing business as well as delivering value to the 

company’s shareholders. Naturally, legal compliance plays a role in this 

motivation, too. However, the principles of corporate social responsibility are also 

experienced as right, which is why they Metso want to follow them and what also 

motives Metso to be generally sustainable. In addition, the fact that Metso’s 

customers demand corporate social responsibility and that Metso demands it from 

its suppliers contributes to the motivation and reasons behind corporate social 

responsibility actions. Moreover, often when a company has its corporate social 

responsibility matters in order, everything else and other matters are in order in the 

company, too. This means that taking care of the company’s corporate social 

responsibility matters also sends a message that Metso is a trustworthy business 

partner. This naturally contributes to the corporate social responsibility motivation. 

All in all, corporate social responsibility is seen as a strength and opportunity in 

Metso – more or less depending on the person and procurement sub-field.  

6.5 Supplier relations of Metso 

The focus of this thesis is on supplier relations. Even though the empirical findings 

revealed mixed outlooks and views on the new economy, the concepts of value 

and value creation as well as corporate social responsibility and sustainability, all 

interviewees were of the same opinion that supplier relations are a part and an 

element of Metso’s business model. This supports and reasserts the theory of 
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sourcing business models, according to which procurement should be seen as a 

business model between the buyer and the supplier. The empirical findings verify 

this theory and the point that supplier relations should be seen as a part of a 

company’s business model in practice.  

6.5.1 Nature and type of supplier relations  

Metso has a very eclectic supplier field that comprehends a wide range of different 

supplier relations of different nature and type. As a company Metso is not a mass 

production company, which marks and characterizes the company as well as its 

supplier relations. Therefore, instead of having extremely large material streams 

Metso’s material streams are very spread out and scattered. Similarly Metso’s 

customer field is dispersed. Metso also strives to a high level of local sourcing, 

which means that especially bulk materials are sourced as close to the customer 

as possible. Consequently, there are a lot of suppliers that only supply once or a 

few times in Metso’s supplier base. At the same time Metso also has strategic 

suppliers, with whom the company has very long relationships.  

 

Metso’s supplier relations are traditionally and mainly categorized based on the 

supplied product- and service group rather then a systematic classification – like 

strategic supplier relation. Even though this categorization or classification is not 

applied in practice or in the everyday business, Metso can anyway be said to have 

all kinds of supplier relations that range from standardized material or component 

suppliers to strategic suppliers. The type and nature of the supplier relation 

depends and varies according to the criticality and the maturity of the supplier. 

Information about the actual volume of suppliers is derived from the spend. 

Metso’s business operations are multifaceted which can be said to result in 

various “business models” within the company, i.e. different needs and elements 

that build the whole business result in different needs for procurement. Therefore, 

Metso also has multiple approaches for strategically aligning suppliers to meet the 

different internal business models.  
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There is a lot of variation within Metso’s strategic suppliers, too, but they are 

characterized by strong collaboration, auditing and constant development of the 

relationship. Often strategic suppliers are inclined to develop and advance the 

relationship on their own initiative and through that also improve Metso’s customer 

experience – particularly so that not only Metso’s experience as the customer is 

improved but also that the positive effects of the relationship advances reach 

Metso’s customer. In strategic supplier relation the supplier is, hence, proactive 

and does not content itself with just fulfilling its contractual obligations but 

suggests new ideas and ways of doing things itself. Strategic supplier relations are 

generally characterized by open dialogue that enables improvements and benefits 

for both parties. Moreover, strategic supplier relations have a long-term span. 

More standardized and volume-focused supplier relations might be invited to 

tender more often, as just the price plays a bigger role in these supplier relations.  

 

Metso does utilize close collaboration and partnerships in its supplier relations. 

Through these new things and ideas are genuinely learned, too. Closely 

collaborative and partnership-like supplier relations frequently develop a pragmatic 

and concrete nature. The pragmatic and concrete nature of these collaborative, 

strategic and partnership supplier relations also results in a strengthening of the 

bond between the involved parties. Some of Metso’s partnerships and 

collaborative supplier relations have even developed so far that certain suppliers 

are developing their capabilities based on Metso’s need. However, one 

interviewee is of the opinion that Metso does less in the area of collaborative and 

partnership-like supplier relations than what one may think. This seems to bring 

forward differences that exist within Metso’s procurement sub-fields.  

 

Metso’s wide range of different supplier relations means that the company’s 

supplier relations represent the whole continuum of different supplier relationship 

options. Consequently Metso utilizes both transaction-based and outcome-based 

models in its supplier relations. When it comes to the different supplier relationship 

options, the used model depends on the internal business model of the specific 

procurement and business field as well as the procured product or service. From 

the two extremities of the continuum transaction-based models are more common. 
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The interviews revealed, however, that supplier relations are becoming more 

outcome-based – even though the transition is happening in quite a slow pace. 

Besides the transaction-based and outcome-based supplier relations also clear 

hybrid models, that mix features and elements of both extremity models, can be 

identified within Metso’s supplier base. These hybrid models are often built on a 

transaction-based model, which mainly covers the operative and basic level of 

procurement while strategic elements like different key performance indicators are 

added into the relationship to further improve it and to generate benefits for both 

the buyer and the supplier.  

 

Metso’s wide supplier base as well as the nature and types of the company’s 

supplier relations confirm the more strategic overall approach to procurement and 

sourcing in today’s business environment. It also comes apparent that the 

multifaceted field of suppliers and procurement in general highlights the service 

economy that is characteristic for modern sourcing. Overall the supplier relations 

and procurement approaches of Metso seem to exemplify the increased 

complexity of the new economy. While transaction-based models are still a 

necessity in today’s business environment, recent developments and modern 

sourcing needs seem to bring out the need for hybrid models in supplier relations. 

This supports the original reasoning of hybrid models being the best model option 

for answering the challenges of the new economy.  

 

When talking about strategic supplier relations, the interviews revealed that Metso 

does have some supplier relationships that resemble a vested model. Especially 

the feature of the participating parties being equally committed to each other’s 

success could be identified in some of Metso’s supplier relations. These 

relationships are collaborative in nature and the buyer and supplier share 

information quite openly to enable improvement and development. Often these 

relationships are also innovative and novel as new ways of operating and 

organizing the object of procurement emerge. The supplier relations that resemble 

the vested model were repeatedly described to have achieved improvements in 

the cost structure, revenue and/or customer service levels. These supplier 

relations seem to be true hybrid relationships as they are layered: they are built on 
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transactional supplier relations but have a clear strategic direction. The vested-

type supplier relations of Metso may not fully fulfill the theoretical definition of the 

vested business model but for the most part and for the most important and 

characteristic features they do match. One interviewee also recognizes that this is 

the direction towards which certain buyer-supplier relationships need to develop. 

This confirms that hybrid models in general and vested-type models truly are fitting 

in the context of the new economy.  

 

A concrete example of a supplier relationship that resembles a vested supplier 

relation is when Metso purchases certain services of a supplier. The operational 

basis of the relation is more transaction-based and covers the basic and operative 

side of the services. However, the relationship has a strong strategic element, too. 

Both parties are very open in the relationship: the buyer expresses their objectives 

and desires while the supplier is proactive and suggests different development 

ideas. Also, development ideas and proposals for action are constantly reviewed. 

These relationships are collaborative and resemble partnerships. When good 

development ideas are enforced in the relationship, both parties benefit from 

these. 

 

Generally the objectives of supplier relations also start from the basics – efficiency 

and cost effectiveness are the central pillars for any kind of supplier relation. The 

objectives for supplier relations also depend on the criticality of the supplier. 

Further objectives and aims for the supplier relation are built on the foundation that 

efficiency and cost effectiveness compile. Therefore, the objectives of supplier 

relations and the relationships themselves are stratified. More developed supplier 

relation objectives include among other things better customer service and 

satisfaction as well as other elements of added value. It is important to note, 

however, that the added value suppliers may be able to create is sometimes 

difficult to measure in monetary terms. Another objective for Metso’s supplier 

relations is the ability to develop them. Moreover, a current and central focus in 

supplier relations is quality. In addition to the actual product or service quality, this 

refers to delivery capability, delivery time and overall delivery reliability. Hence 
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suppliers are expected to supply quickly, on time, cost effectively and with good 

quality.   

 

Again, the objectives that Metso has for its supplier relations embody the more 

complex nature of the new economy and modern procurement in general as 

supplier relations are more and more stratified. The content of Metso’s supplier 

relationship objectives also supports the theoretical claim that the new economy 

demands more flexible, agile and responsive supply chains.  

6.5.2 Supplier relations and value creation 

A particularly interesting view about supplier relations and superior customer value 

creation came up in one of the interviews. The globally poor economic situation 

has forced companies, including Metso, to focus more on costs in their supplier 

relations. Suppliers are still required and expected to deliver good all-around 

quality, even though the monetary reward does not completely correspond to the 

quality expectations and requirements. Often this may lead to a situation, where 

the supplier’s will to create value for its customer’s customer, i.e. the buyer’s 

customer, is very low. This is a true risk. And the general challenge when it comes 

to the connection of supplier relations and value creation is to be able to form 

supplier relationships in which the supplier is genuinely willing to create and 

deliver value to the buyer’s customer without being pressured to do so by the 

buyer.  

 

All in all, the interviews reveal that supplier relations are seen and experienced as 

a source of superior value creation at Metso. Customer value in general is created 

with the help of suppliers, which inevitably means that superior customer value is 

created with the help of suppliers, too, and with supplier relations. Partnering with 

key suppliers is a key factor when it comes to Metso’s success, which further 

supports the market interconnectedness in the new economy. In the light of 

today’s business environment not only are different markets more connected with 

each other, but also companies are inclined to form various connections to be able 

to answer to the superior customer value creation demands. This also seems to 
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correspond to the stronger service economy emphasis in the new economy as 

companies in various markets form relationships in order to create a versatile 

offering and superior customer value. It is worth noting, though, that as Metso is a 

producing company it generally takes a producing rather than a solely supplying 

supplier to be able to suggest improvements to the buyer-supplier relationship, 

through which superior customer value can be achieved.  

 

Supplier relations were also seen as a source of strategic value by an interviewee. 

In relation to supplier relations being a mean of superior value creation and 

strategic value, the verification of that superior value came up. Especially in the 

sourcing organization of indirect procurement it is important that you are able to 

internally show and verify that through partnerships value can be created and 

derived through outsourcing rather than insourcing. Regardless of the internal 

sourcing organization, it could be inducted from the interviews that well-thought 

and relevant key performance indicators in supplier relations seem to be extremely 

important when discussing superior value creation through suppliers and supplier 

relations.  

 

Because suppliers play a significant role in the product or service provision for the 

buyer’s customer, value co-creation is a discussion worthy element when talking 

about the connection of supplier relations and value creation. This topic 

engendered mixed views and outlooks in the interviewees. According to one view 

value co-creation and shared value are a must and inevitable in supplier relations 

– how else could you have a functioning buyer-supplier relationship if you are not 

sharing and creating the value together. According to another outlook value co-

creation is also seen as an important element of supplier relations but at the same 

time as an element that is not a necessity in all supplier relations. Value co-

creation does not come into question with all suppliers and neither is it worth 

investing in with all suppliers – regarding time and money investments. This view 

was supported by another interviewee, who believes that shared value and value 

co-creation can be achieved in strategic supplier relations. The importance of 

value co-creation and shared value is, however, not recognized in flow control 

suppliers.  
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Overall the empirical findings and interviews confirm the close connection of 

supplier relations and value creation. As modern sourcing and the current 

business environment encourage companies to focus on their core capabilities 

and outsourcing non-core activities, the importance of suppliers has grown. This 

also means, that the importance of suppliers for the buyer’s end product or service 

delivery has grown, which links suppliers and supplier relations to customer value 

creation. Hence, superior value creation can, too, be achieved through suppliers 

and supplier relations. While supplier relations were recognized as a source of 

superior value creation, value co-creation and shared value were not as an equally 

important element of supplier relations. The general outlook on value co-creation 

and shared value was more skeptical. These two value elements were, though, 

acknowledged as an element in strategic supplier relations. This suggests that 

value co-creation and shared value are more common in strategic supplier 

relations rather than in all kinds of supplier relations. The empirical findings 

broadly present support for the theoretical setting of this thesis. Despite of this the 

conception of different value elements in supplier relations, may it be superior 

customer value, value co-creation or shared value, often remained quite abstract.  

6.5.3 Supplier relations and corporate social responsibility  

While the conception of different value elements in supplier relations remained 

somewhat abstract, the empirical findings about corporate social responsibility in 

supplier relations were very clear and similar. Corporate social responsibility is a 

relevant part of Metso’s supplier relations and is taken into account in the 

company’s supplier relations. Corporate social responsibility is not only taken into 

account – the effort is to put it into practice so that sustainability and corporate 

social responsibility do not remain a policy-like statement. In practice corporate 

social responsibility is taken into account in the selection and evaluation of 

suppliers. Corporate social responsibility may though become a prerequisite that 

the supplier demands from Metso if Metso were to buy components or for example 

engineering services from a big global company, who usually make sure that their 

business partners have their corporate social responsibility affairs in order.  
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As strong values of Metso corporate social responsibility and sustainability play a 

big role in supplier relations. They are included in Metso’s supplier contracts and 

suppliers are audited based on sustainability and corporate social responsibility 

factors. At least in transportation and packaging procurement, suppliers are also 

assessed on their corporate social responsibility affairs before the actual bidding. 

So if a potential supplier does not have its corporate social responsibility affairs in 

order, it cannot become Metso’s supplier. In a way, corporate social responsibility 

also has to be considered and taken into account in Metso’s supplier relations. 

Especially considering the matter from a legal compliance perspective certain 

standards are demanded by law, which means that corporate social responsibility 

is a must in a company’s business operations.  

 

The empirical findings further confirm the close connection of corporate social 

responsibility, business models and supplier relations in particular. Because 

supplier relations are a part of a company’s business model, the link between 

corporate social responsibility and supplier relations also stretches out to business 

models. The interviews reveal that corporate social responsibility and sustainability 

are strongly present in the different procurement sub-fields, supplier relations and 

corporate values of Metso. Corporate social responsibility has a particularly strong 

emphasis in procurement activities and supplier relations. As a result, these 

elements have been truly incorporated in practice into the procurement and 

supplier relations of Metso. This suggests that in the new economy corporate 

social responsibility and sustainability factors play a role in creating value and 

superior value with supplier relations.  

 

Most often and typically it is the buyer who demands corporate social responsibility 

in supplier relations. This does not, however, mean that suppliers would not have 

corporate social responsibility programs of their own. Even though a supplier does 

have its corporate social responsibility affairs in order, it just rarely brings them up 

if the buyer does not mention and demand them. Also, it is the buyer’s 

responsibility to make sure that the suppliers it uses are being responsible 

according to a minimum level of the applying laws and regulations of each country. 
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This of course applies to Metso, too, which means that it is usually Metso as the 

buyer who demands corporate social responsibility.  

 

Corporate social responsibility and sustainability demands are usually 

communicated to the supplier in the RFP phase. The RFP phase or the request for 

proposal phase is a phase of the supplier selection process, where based on 

information requests a few potential suppliers are asked for proposals and ideas of 

how to realize or implement the service or product totality that the buyer is looking 

to source. The RFP phase does not normally include price inquiry. Including 

corporate social responsibility into the RFP phase enables the buyer to discover 

which suppliers are capable of responding to its corporate social responsibility 

requirements. This means that suppliers that do not fulfill the corporate social 

responsibility and sustainability requirements of Metso are unable to proceed in 

the supplier selection process – regardless of the price. Because prices are 

usually not included in the RFP phase Metso does not find out the prices of 

suppliers that do not fulfill the company’s corporate social responsibility 

requirements.  

 

The interviews revealed that Metso’s customers also demand corporate social 

responsibility. The fact that Metso’s customer base also presses for corporate 

social responsibility increases Metso’s demand for it from its suppliers. This 

suggests that the new economy is also characterized by the demand for corporate 

social responsibility in addition to the other characteristics of today’s business 

environment that have been presented before in this thesis. The dimension or 

element of corporate social responsibility should, hence, be added into the 

definition of the new economy in this thesis.  

6.6 Empirical similarities and differences in different procurement 
sub-fields   

All in all, various similarities and differences could be identified within the empirical 

findings and between the different procurement sub-fields. However, some 
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questions were framed in a general setting to reveal empirical meanings from 

Metso’s perspective rather than from the perspective of each procurement sub-

field. Therefore these questions and answers cannot be regarded to reveal 

similarities or differences between the procurement sub-fields. Relevant 

similarities and differences are discussed under the same or similar broader topics 

that were previously used in this empirical findings chapter.  

6.6.1 Corporate social responsibility 

When it comes to how corporate social responsibility is experienced within the 

different sub-fields of procurement, the empirical findings indicate both similarities 

and differences. From the viewpoint of indirect procurement complying with 

Metso’s general sourcing policies is seen as an important element of corporate 

social responsibility. This means that a minimum of two alternative potential 

suppliers is always invited to tender and that procurement and sourcing occurs 

directly from the chosen supplier without any extra intermediaries. Even though 

the indirect procurement at Metso encompasses more services, it is anyway 

central from a corporate social responsibility viewpoint that it is guaranteed that no 

toxic or hazardous materials get into the supply chain and the end product. 

Suppliers play a key role here. Hence, current and potential new suppliers are 

constantly evaluated and assessed based on various quality criteria that measure 

the suppliers’ delivery accuracy and punctuality as well as their sustainability 

qualities.  

 

Corporate social responsibility is experienced in a similar manner within the area 

of transportation and packaging, where it could be summed up as responsible 

procurement. In practice, responsible procurement in purchasing packaging and 

packaging services includes e.g. not using rain forest trees as material. In relation 

to the procurement of transportation services corporate social responsibility and 

responsible procurement aims at efficiency, which reduces and minimizes 

environmental harm and pollutions. In addition, when it comes to people, Metso’s 

business value of respecting each other is seen as a key value. This people 
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perspective of corporate social responsibility extends to Metso’s suppliers, too, 

and defines the cooperation between the parties.    

 

Within the procurement sub-field of flow control corporate social responsibility is 

similarly seen as a part of the selection process for new suppliers and the auditing 

process of existing suppliers. Health, safety and environment as Metso’s corporate 

social responsibility and sustainability policy is also highlighted in within flow 

control. Within the procurement of minerals corporate social responsibility takes on 

a strong compliance standpoint as corporate social responsibility is seen the 

obligation to comply with the laws and regulations of the country that you are doing 

business in. Another dimension of the compliance standpoint is that you also only 

do business within countries that are specified and allowed by Metso. In the 

procurement sub-field of minerals ensuring that Metso’s name is not put in doubt 

from a legal perspective by making sure that the company’s suppliers are also 

maintaining legal compliance is highlighted. Table 3 summarizes the elements, 

which are highlighted in the experienced corporate social responsibility in each 

procurement sub-field of Metso. Table 3 also sums up the similarities and 

differences between the procurement sub-fields. 
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Table 3. Experienced corporate social responsibility in Metso’s different 

procurement sub-fields 

 Indirect 
purchasing 

Transportation 
and packaging  Flow control Minerals 

Ex
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Corporate 
procurement 
policies and 
complying with 
these 
compliances  
 
 
Selection 
criteria for new 
suppliers  

 
Responsible 
procurement 
 
 
Environmental 
friendliness and 
responsibility 
(environmental 
sustainability)  
 
 
People-
perspective 
 

HSE (health, 
safety, 
environment) 
 
 
Selection criteria 
for new suppliers 
 
 
Auditing of 
existing suppliers 

Compliance 
with country 
specific laws 
and regulations 
 
 
Compliance 
with corporate 
procurement 
policies 
regarding the 
countries you 
do business in 

 

Differences also emerged in the view of corporate social responsibility as value 

adding and as a mean of creating superior customer value. In the fields of indirect 

purchasing as well as transportation and packaging, which are more service-

oriented from the procurement sub-fields, corporate social responsibility is seen as 

a mean of creating superior customer value and as value adding. The fields of flow 

control and minerals are closer to traditional manufacturing industries where 

changes in customer behavior and demand as well as the general atmosphere 

and opinions occur much slower and on a smaller scale. This is why the view of 

corporate social responsibility as value adding and as a mean of superior 

customer value creation is more skeptical in these sub-fields of procurement.  

6.6.2 Supplier relations  

All of the interviewees agreed that Metso has a very broad range of supplier 

relations that can be said to include all kinds of buyer-supplier relationships. 

Therefore naturally different types of supplier relations are represented in the 

different procurement sub-fields, too. So a clear similarity between Metso’s 



 

 

73 

procurement sub-fields is that they all consist of different kinds of supplier 

relations.  

 

Even though all procurement sub-fields consist of various supplier relations, there 

are differences in the supplier relationship types that are more emphasized in each 

procurement category. The fields of minerals and flow control are closer to 

traditional manufacturing industries and as a result supplier relations in these fields 

resemble more traditional sourcing approaches. That is not to say that there are 

no strategic supplier relationships within these procurement sub-fields but the 

emphasis is not on more modern and strategic supplier relations. It seems that in 

indirect procurement as well as transportation and packaging procurement more 

services are being procured which better enables and encourages the use of more 

modern and strategic supplier relations within these fields. 
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7. DISCUSSION AND CONCLUSIONS  

The purpose of this study was to connect value creation, sustainability, business 

models and supplier relations in the new economy. The aim was to establish a 

comprehensive view about the characteristics and challenges that define the new 

economy as well as the connection between business models and supplier 

relations in the new economy. Moreover, the goal was to find out what kinds of 

supplier relations are most suitable in the new economy as well as how superior 

value can be created in the new economy with business models, supplier relations 

and sustainability. The relevant topics of this thesis were first covered theoretically 

and then examined through the empirical findings, through which the research 

objectives are met. This study was conducted as a qualitative case study, in which 

four procurement professionals of the world leading industrial company Metso 

were interviewed. Next, a summary of the study’s findings is given in the form of 

answering the main research question as well as the four sub-questions. In 

addition, the theoretical and managerial implications of this research are reviewed. 

Lastly, the limitations of this study and future research directions are discussed.  

7.1 Summary of the study’s findings  

The findings of this study are presented by answering the main research question 

and the four sub-questions. The sub-questions of this thesis will be answered first, 

as they are designed to support and help the answering of the main research 

question. 

 

What characteristics and challenges define the new economy?  
 
The new economy is generally characterized by increased complexity and 

competitiveness. It is also characterized by greater uncertainty, a more dynamic 

nature, volatility and ambiguity. Especially the volatile nature of the new economy 

can be recognized in, for example, the fluctuations of raw material prices. In the 

new economy customers are demanding value creation from companies, which is 
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why the creation of superior value has become a key success factor for companies 

in this era. Therefore, product and service quality is a central driver and challenge 

in the new economy. In addition to value creation being a central element of the 

new economy, sustainability concerns and corporate social responsibility are also 

central characteristics of the new economy. Sustainability and corporate social 

responsibility actions are raised in today’s business environment by diverse 

stakeholders, the society and customers.  Moreover, in the new economy superior 

value can be created through sustainability and corporate social responsibility.  

 

The characteristics and challenges of the new economy affect the general 

business environment of today. There are, however, further characteristics of the 

new economy that especially affect procurement. Globalization is one of them. It 

has changed the general business environment in the new economy but has also 

affected procurement specifically. Due to globalization the mobility of resources is 

increased, which accelerates market interconnectedness in the new economy. 

This means that companies are, too, influenced by the changes and fluctuations in 

their customers’ business fields. Companies also face the challenge of increased 

volatility and risk in modern procurement, which is partly caused by the dynamic 

and rapidly changing nature of the new economy. Hence, risk management is a 

central characteristic in the new economy and in particular in procurement.  

 

Furthermore, more flexible, agile and responsive supply chains are demanded in 

the new economy due to an increasingly fast consumer-driven society. On time 

delivery and general efficiency are, too, promoted in procurement in the new 

economy. Cost effectiveness is also a defining driver in the new economy. 

Additionally the on-going evolution and stronger emphasis on service economy 

has increased the focus on strategic purchasing and outsourcing. In the new 

economy cloud computing and digitalization create new opportunities in 

procurement, too. Lastly, just simply procuring goods and services is not enough 

anymore in the new economy, which results in the necessitation of value creation.  
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How are business models and supplier relations connected in the new 
economy?  
 

Changes and shifts in the business environment have created the new economy, 

which is more dynamic and entails greater uncertainty. The new economy is also 

characterized by increased complexity, volatility and ambiguity. These changes 

have resulted in old procurement and sourcing tools and approaches being less 

effective. The nature of new economy has lead to a complexity increase in 

procurement and supplier relations. Supplier relations have also become more 

collaborative and strategic in the new economy and they are more and more 

focused on value creation. These changes in procurement and supplier relations 

lead to the theory of sourcing business models, according to which procurement 

should be viewed as a business model between the buyer and supplier. Therefore, 

in the new economy business models and supplier relations are closely 

connected, as supplier relations are a part and an element of a company’s 

business model.  

 

What kinds of supplier relations are best suited to meet the challenges and 
characteristics of the new economy?  
 

The characteristics and challenges as well as the overall nature of the new 

economy demand hybrid sourcing models and hybrid supplier relations. Hybrid 

sourcing models fall between transaction-based and investment-based sourcing 

models, and combine elements from both transaction-based and investment-

based models. Hybrid sourcing models and hybrid supplier relations focus on 

strategic procurement, collaboration and partnership while including elements from 

transaction-based models. Often, these transaction-based elements of hybrid 

supplier relations form the foundation or basis of the relation. Hybrid supplier 

relations also offer efficiencies in procurement that are not achievable with pure 

transaction-based or investment-based supplier relations. Thus, hybrid supplier 

relations are best suited to meet the challenges and characteristics of the new 

economy.  
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In addition, supplier relations in the new economy should also include 

sustainability and corporate social responsibility criteria in order to meet the 

challenges and characteristics of today’s business environment. Therefore, 

supplier relations that are best suited to meet the challenges and characteristics of 

the new economy combine elements of transaction-based and investment-based 

supplier relations (i.e. are hybrid supplier relations), have a collaborative and 

strategic nature and include sustainability and corporate social responsibility 

criteria.  

 

Theoretically the vested model is best suited to meet the requirements of 

procurement in the new economy. In practice, however, only a few supplier 

relations of the case company were developed as far as vested models are. Often 

the benefits that could be realized from a vested relationship do not cover the 

investments that are needed to form a highly collaborative and strategic vested 

relation. The fact is that companies cannot manage with only one kind of supplier 

relations. Therefore, it can be argued that in addition to hybrid supplier relations 

being most suitable in the new economy, companies also need a hybrid approach 

to the whole of procurement – meaning that companies need to have all kinds of 

supplier relations in order to operate most effectively. As less strategic and 

collaborative supplier relations are also needed and a must in the new economy, 

these should still include sustainability and corporate social responsibility criteria in 

order for them to correspond to the requirements of the new economy.  

 

How to create superior value in the new economy with business models, 
supplier relations and sustainability?  
 

Value and superior value creation are one of the main mantras of today’s business 

environment. First of all, in order to create superior value companies need to be 

aware of the challenges and characteristics of the new economy and particularly 

identify the key drivers that are most relevant for them. It is important to know what 

your customers demand and what they appreciate so that you can work towards 

this and create superior value. Second of all, in the new economy companies need 

to incorporate sustainability and corporate social responsibility concerns into their 
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business model. As supplier relations are a part of a company’s business model in 

the new economy, the incorporation of sustainability and corporate social 

responsibility criteria into a company’s business models naturally results in these 

concerns and criteria being incorporated into the supplier relations of the 

company, too. In addition to supplier relations including sustainability and 

corporate social responsibility criteria, they need to be built and organized in 

accordance with hybrid models. Therefore, a company should utilize hybrid 

supplier relations that are built on transaction-based models while incorporating 

collaborative and strategic elements from investment-based models to create 

superior value in the new economy. Moreover, it is vital to acknowledge that 

supplier relations are a part of the business model and that superior value can be 

created with procurement and supplier relations.  All in all, superior value can be 

created in the new economy with business models, supplier relations and 

sustainability by integrating these elements together with the goal of creating 

superior value while taking into account the challenges, drivers and characteristics 

of the new economy and how these affect each element.  

 

How are value creation, sustainability, business models and supplier 
relations connected in the new economy?  
 

The new economy has arisen due to different changes in the business 

environment. Two key characteristics and changes that define the new economy 

are value creation and sustainability. In the new economy customers are 

demanding superior value creation, and diverse stakeholders as well as the 

society are putting pressure on companies to respond to sustainability concerns. 

Sustainability, corporate social responsibility and value creation are closely 

connected in the new economy as sustainability and corporate social responsibility 

are value adding, which makes them a source of superior value creation.  

 

The changes in the perception of value creation and sustainability have resulted in 

businesses having to adapt to the new situation and develop their business 

operations in order to succeed in the new economy. Therefore, the new economy 

has affected and changed the business model of companies. Supplier relations 
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are an element and a part of the business model, which means that the new 

economy has also lead to changes in supplier relations.  

              

All in all, the new economy connects value creation, sustainability, business 

models and supplier relations in a continuum. Value creation and sustainability as 

business environment changes in the new economy have affected and changed 

the business model of companies. Supplier relations are a part of the business 

model, and hence, supplier relations have also changed due to the changes in the 

new economy.  

7.2 Theoretical and managerial contribution  

This study contributes to the theoretical discussion of the current business 

environment and the new economy, as its aim was to explore the connection of 

value creation, sustainability, business models and supplier relations in the new 

economy. A close connection and a continuum-like link between value creation, 

sustainability, business models and supplier relations in the context of the new 

economy was indeed established and proven in this study. Moreover, this study 

adds to the characterization and definition of the new economy by discussing 

challenges and characteristics that are relevant for it.  

 

In general the theory and empirical results were corresponding and compatible. 

However, the empirical results revealed some mixed perceptions about value 

creation and sustainability, which likely resulted from the interviewees’ different 

personal perspectives on business and the procurement sub-field in question.  

Also, theoretically vested models seem to be the most suitable solution for modern 

procurement and supplier relations in the new economy. In practice, though, 

companies needs to utilize a mix of different procurement solutions and supplier 

relations to be able to source in the most effective way. This means that even 

though supplier relations and procurement in the new economy are developing 

towards a more strategic direction, more simple and transaction-based models are 

still a necessity.  
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7.3 Limitations and future research directions 

Four procurement specialists were interviewed for this study. Even though the 

data collected from these four interviews is rich and diverse, future research could 

increase the number of interviewees and include even more procurement 

specialists from further procurement sub-fields. In this instance the study could still 

focus on one case company. By interviewing even more procurement 

professionals the study could gain further insight into the differences and 

similarities of the different procurement sub-fields.  

 

This study is conducted as a case study that focuses on one company. Also, the 

case company operates in the industrial business area, which further limits the 

research. Therefore, future research could include more case companies as well 

as broaden the area of business that the studied companies operate in. These 

changes and additions would provide interesting new premises to the study and 

possibly also result in additive results.  

 

The main focus of this research is to study the supplier relations of the case 

company. However, this relates to the case company’s customers, too, as the 

study tries to find out how supplier relations and sustainability can be utilized to 

create superior value for the case company’s customer. Therefore, it would be 

interesting to include the customer’s point of view of the studied topics into the 

research. This would also solidify the perceptions that case company’s 

representatives have about the customer.  

 

In addition, it would be interesting to investigate how supplier contracts have 

evolved and changed coming up to and in the new economy. The new economy is 

an extremely wide concept and context, which in itself provides many future 

research directions. Especially the specific changes and challenges that 

characterize modern procurement and supplier relations could be studied more in 

depth to gain deeper insight that about changes in procurement and supplier 

relations.   
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APPENDICES  

Appendix 1. Interview Questions  
 
Interview Questions 
 

Interviewee’s background information 
• Name 
• Position 
• Short description of work tasks 

 

 

1. Are supplier relations and supplier relationship management an element 

and a part of your business model?  

2. Has the new economy transformed or changed the concepts of value or 

value creation?  

3. What challenges or drivers characterize today’s business environment from 

Metso’s perspective?  

 

 

4. Has the concept of value creation changed over the years, especially 

recently?  

5. Is corporate social responsibility a mean to creating superior value?  

6. Is corporate social responsibility value adding?  

 

 

7. What is corporate social responsibility from the viewpoint of Metso?  

8. What is corporate social responsibility from the viewpoint of your field of 

expertise?  

9. Is there a particular dimension of corporate social responsibility (financial, 

social, environmental) that is highlighted in your field of expertise or in 

Metso? How?  



 

 

10.  What motivates Metso to be economically, socially and environmentally 

responsible?  

 

 

11.  Are supplier relations a source of superior value creation? 

12.  What kind of supplier relations does Metso have (the nature of supplier 

relations)? 

13.  Are close collaboration and partnerships utilized in supplier relations?  

14.  What kind of objectives does Metso have for its supplier relations?  

15.  Does Metso utilize transaction-based models and/or outcome-based 

models in supplier relations? Has the use of these models changed over 

time?  

16.  Is corporate social responsibility considered and taken into account in 

supplier relations?  

17.  Is corporate social responsibility a prerequisite that is demanded by 

suppliers, Metso, both or neither?  

18.  Are value co-creation and shared value important elements of supplier 

relations?  

 

 

19.  Can you tell me an example of how Metso delivers superior value through 

supplier relations?  

20.  Can you tell me an example of how Metso delivers sustainability through 

supplier relations?  

 
 


