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ABSTRACT 
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Industrial buying is increasingly changing from price-focused towards value-
based buying with long-term perspective. This Master’s thesis explores value-
based buying focusing on the mining industry. In this study value-based buying 
means making strategic purchasing decisions based on the long-term realization 
of monetary benefits. The purpose of this study is to explore how a mining 
industry firm perceives value-based buying, and what kind of changes are required 
from an organization to orientate itself into value-based buying, as well as what 
kind of drivers or barriers there might be to it.  

Theoretical part of this study is built on the purchasing and supply chain 
management as well as industrial marketing literature streams. Value-based 
buying will be evaluated from the perspectives of four themes found from the 
literature; 1) supplier selection, 2) purchasing integration with other units, 3) 
internal value perception dissonance, and 4) procuring complex performance 
(PCP). In order to investigate value-based buying in practice, this study adopted 
qualitative approach with single-case study research design. The primary data of 
this study was collected through five in-depth interviews from buying firm 
representatives, and two interviews from representatives of the supplier firm.  

The findings of this study show that buying firm’s internal mind-setting might be 
the biggest barrier to orientate into value-based buying. On the other hand, the 
data shed light on the emerging trend of purchasing integration with other business 
units, which indicates of willingness to move towards value-based buying. For 
customer firms, this study recommends internal auditing to recognize the 
perceptions towards value-based buying. Supplier firms are encouraged to prepare 
proper TCO calculations in the early phases of sales projects. 

 



TIIVISTELMÄ 

Tekijä: Tiina Rämä 

Työn nimi: Arvopohjainen ostaminen kaivosalalla – pilottitutkimus 
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70 sivua, 6 kuvaa, 10 taulukkoa 
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Teollisuusyritysten ostaminen on siirtymässä hintakeskittyneestä ostamisesta 
kohti arvopohjaista, pitkälle aikavälille suuntautuvaa ostamista. Tämä diplomityö 
tutkii arvopohjaista ostamista kaivosalalla. Arvopohjaisella ostamisella 
tarkoitetaan tässä työssä strategisten hankintapäätösten tekemistä niin, että ne 
pohjautuvat rahallisen arvon realisoitumiseen pitkällä aikavälillä. Tämän 
tutkimuksen tarkoituksena tutkia miten kaivosalan yhtiö mieltää arvopohjaisen 
ostamisen, ja minkälaisia muutoksia siihen siirtyminen vaatii organisaatiolta, sekä 
minkälaisia ajureita tai esteitä sille voi olla. 

Teoreettinen osa tästä työstä rakentuu hankinta- ja toimitusketjun johtamisen sekä 
teollisen markkinoinnin kirjallisuushaaroihin. Työssä käydään läpi 
kirjallisuudesta tunnistetut neljä tärkeää teemaa arvopohjaiseen ostamiseen 
liittyen; 1) toimittajavalinta, 2) hankinnan integroituminen muiden yksiköiden 
kanssa, 3) yrityksen sisäisten arvomieltymysten erilaisuus, ja 4) monimutkaisen 
suorituskyvyn hankinta. Tutkimuksessa hyödynnettiin laadullista tutkimustapaa 
ja menetelmänä yksittäistapaustutkimusta. Primääridata kerättiin seitsemällä 
syvällisellä haastattelulla, joista viisi tehtiin ostavan yrityksen, ja kaksi 
toimittajayrityksen edustajan kanssa. 

Työn löydöksinä havaittiin, että ostavan yrityksen sisäinen ilmapiiri voi olla 
suurin este arvopohjaiselle ostamiselle. Toisaalta, aineistosta nousi esiin 
hankinnan integroituminen muiden yksiköiden kanssa, mikä ilmaisee kiinnostusta 
suuntautua arvopohjaiseen ostamiseen. Asiakasyrityksille tämä työ suosittelee 
sisäisen auditoinnin tekemistä, jotta yrityksessä vallitsevat mieltymykset 
arvopohjaisesta ostamisesta voidaan tunnistaa. Toimittajayritysten kannattaa 
puolestaan laatia kunnolliset TCO-laskelmat jo aikaisessa vaiheessa 
myyntiprojekteja. 
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1 INTRODUCTION 
 

There is an emerging trend among industrial firms of value-based buying (Anderson & 

Wynstra, 2010) which aims for realizing monetary benefits on the long-term 

perspective. From strategic perspective, buying is perceived as increasingly important 

activity within organizations (Van Poucke, Matthyssens & Weeren, 2016). This study 

explores value-based buying in the context of mining industry where offerings are 

complex, value-intensive and have long lifecycles (Biggemann, Kowalkowski, Maley 

& Brege, 2013; Kumar & Kumar, 2004). Therefore, mining industry customers realize 

value of offerings over time which enables closer exploration of value-based buying in 

this specific industrial field. The purpose of this study is to find out how a mining 

industry firm perceives value-based buying and how value-based buying is conducted 

in practice. Moreover, the aim is to figure out what is required from the organization 

when shifting towards value-based buying practices.  

 

Value-based buying is not so well-established term in academic literature, while buying 

and value themselves have been under research in different literature streams. In the 

purchasing literature, which views things from the buying firm’s perspective, the focus 

lies in supplier selection and how to construct a steady supplier base (Mogre, Lindgreen 

& Hingley, 2017). Purchasing scholars have also started emphasizing the importance 

of relationship, instead of pure transactional nature in strategic partnerships 

(Lindgreen, Vanhamme, van Raaij & Johnston, 2013). Additionally, organization’s 

internal value perceptions between the stakeholders have found to be even surprisingly 

different (Pinnington, Meehan & Scanlon, 2016) which may cause troubles on the 

buyer side, due to lack of alignment of the offering they are purchasing. In marketing 

literature, which typically views things from supplier firm’s perspective, scholars are 

interested in customer value creation and assessment (e.g., Keränen & Jalkala, 2013; 

2014). It is also known how suppliers practice value-based selling (Terho, Haas, Eggert 

and Ulaga, 2012), and how value is taken into consideration in pricing (e.g., Liozu & 

Hinterhuber, 2013).  
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Despite the increasing interest towards value-based business both on supplier and 

customer sides, the academic literature still lacks information of the firm’s buying 

practices that aim for long-term value realization which means customer’s realization 

of value during the usage processes (e.g., Grönroos, 2011). More exact knowledge 

would be needed to understand how value (Lindgreen & Wynstra, 2005) and buying 

(Ellram & Tate, 2015) relate to each other, and especially how industrial customers 

perceive value-based buying (Rosendahl & Terho, 2015). It is already known that 

supplier firms typically face some institutional and organizational barriers when they 

are implementing value-based pricing and selling practices (Töytäri, Rajala & 

Alejandro, 2015), while there does not exist knowledge of what kind of barriers 

customer firms may face in their willingness to orientate into value-based buying 

practices. In addition, academic literature lacks knowledge of the changes that are 

required from an organization when shifting towards value-based buying.  

 

1.1 Research questions and objectives 
 

The purpose of this study is to examine how a firm in the mining industry experiences 

value-based buying, and how the firm is conducting it in practice. With these research 

targets in mind, the research questions and objectives were formed (table 1). 

 
Table 1. Research questions and objectives of this study 

Research question Objective 

1. How do customers in the mining industry 

perceive value-based buying? 

To understand how customers perceive value-based 

buying, and what kind of expectations they have 

towards it. 

2. How do customers in the mining industry 

practice value-based buying? 

To understand how customers are conducting value-

based buying in practice. 

3. What kind of change does value-based 

buying require in the organization? 

To get insights of what kind of internal changes the 

customer company may have to go through when 

implementing value-based buying practices. 
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The first research question aims to get insights of how global mining industry firms 

understand value-based buying as phenomenon. There might be varying perceptions 

about this phenomenon, and therefore, the aim is trying to gain general understanding 

of firms’ perceptions towards value-based buying. Furthermore, the purpose is to shed 

light on customer firm’s expectations, drivers and barriers regarding value-based 

buying. The second research question aims to shed light on the practical dimension of 

value-based buying, and to understand what value-based buying means to 

organization’s buying manners in practice. The third research question aims to get 

understanding of firm’s internal changes, both individual and organizational level 

issues regarding value-based buying. The shift from cost- and price-focused buying 

most probably requires change in the organizational practices and climate, so the 

objective of the third research question is to make more concreteness and managerial 

implications on those issues.  

 

In order to answer to the research questions, this study adopted qualitative research 

method with single case study design. Data was collected through thematic, in-depth 

interviews from one case company in the mining industry. The case company was 

assigned by one of the companies that is participating in larger research project which 

this study is part of, due to their business collaboration background.  
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1.2 Structure of the study 
 

This study follows the structure presented in figure 1.  

 
Figure 1. Structure of the study 

 

The first chapter, Introduction, introduces the topic of this study, as well as presents 

the existing research gap in the knowledge of mining industry firm’s value-based 

buying practices. The second chapter, Value-based buying in industrial markets, 

introduces the recent academic literature findings from different literature streams 

concerning buying and purchasing practices in industrial markets. An overview of the 

extant academic knowledge will be constructed as the output of the second chapter. 

The third chapter, Methodology, introduces and explains the methodological choices 

that have been made in this study. Additionally, case description and data sources of 

this study will be presented. The fourth chapter, Research findings, presents the 

findings from the interview data. In the fifth chapter, Discussion & conclusions, the 

text discusses how this study contributes to the current literature. This chapter also 

recommends managerial implications. Last, Summary, gives a shortened overview of 

this whole study.  
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2 VALUE-BASED BUYING IN INDUSTRIAL MARKETS 
 

In recent decades, there has been a shift from Good-Dominant Logic (GDL) towards 

Service-Dominant Logic (SDL) in B2B firms (Vargo & Lusch, 2004). Traditional GDL 

in business is usually built on the question that how a firm could create value for its 

customer while SDL emphasizes that value is co-created together with the customer, 

not for the customer. Value co-creation has caused the need for rethinking how value 

could be better considered in industrial exchange, so that it would bring the most 

benefits both for the supplier and the customer (e.g., Anderson & Wynstra, 2010). 

Besides SDL, it has been explored that industrial customers realize value of suppliers’ 

offerings during using them (Grönroos, 2011). In these usage processes, supplier’s role 

is to facilitate customer’s value realization during value-generating process (Grönroos, 

2011). Moving from buying pure technical products towards buying offerings as 

relational, long-term processes (Tuli, Kohli, Bharadwaj, 2007) sets new challenges 

both for buying firms and their suppliers. Even though the change in business behavior 

has been acknowledged relatively widely (e.g., Vargo & Lusch, 2004; 2008; Tuli et al. 

2007; Jaakkola & Hakanen, 2013), not so much is known how industrial firms perceive 

and conduct value-based buying in practice.  

 

Industrial firms in the different fields may have different targets regarding the reasons 

behind their purchase decisions; some firms may value price and costs on the short-

term perspective, while others might pay more today in order to achieve cost savings 

later. Furthermore, actors are willing to orientate into co-operation and value co-

creation in wider networks, especially in solution business (e.g., Storbacka, 2011; 

Jaakkola & Hakanen, 2013). According to Nordin & Kowalskowski (2010), “solution” 

may be defined by its four dimensions; antecedents, characteristics, process, and 

outcomes. The linkage to value-based buying practices lies in the outcomes of 

solutions; customer gets solution to its problem which also makes the customer’s life 

easier, and moreover, value is created for both the supplier and the customer (Nordin 

& Kowalskowski, 2010). Therefore, value-based buying practices are relevant to 
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investigate in solution business fields, such as mining industry in this study. Also, the 

processional nature of solutions relates to value-based buying; long-term orientated 

buying decision is not only one-time decision but engages firm to work with the chosen 

supplier in long-term prospect, aligning of the connections and dispositions as comes 

to collaboration (Chandler & Lusch, 2015). 

 

Value-based buying decisions that are made by the customer firms in the mining 

industry, require a lot of time and effort from both parties, seller and buyer, already in 

the early phase, due to complexity (Biggemann et al., 2013) and value-intensity of the 

offerings. Mutually designed offering for customer’s problem which is ideally built 

through joint problem solving process between the customer and supplier firm 

(Aarikka-Stenroos & Jaakkola, 2012) makes the relationship between the buyer and 

seller close. However, the situation before closing the deal might be more favorable for 

the seller than for the buyer. For example, the buying firm must choose the supplier 

quite in the early phase of the investment, and as the supplier can be sure of being 

selected as the main supplier, there is not much room for price competition after this. 

This setting may be more favorable for the supplier, and that is why certain trust level 

much be achieved early enough in the buying process (e.g., Töytäri et al., 2015).  

 

The academic literature has different views on the area of buying and procurement, 

depending on whether buying is being approached from purchasing and supply chain 

management (e.g., Lindgreen et al., 2013; Pinnington et al., 2016), or marketing 

literature perspectives (e.g., Anderson & Wynstra, 2010). However, the main goal of 

both literature streams is to gain understanding of firm’s buying practices. In general, 

the whole process of buying is much about making decisions by human people. That is 

why social and psychological sciences can also be utilized in exploring the factors 

affecting decision-making (e.g., Dacin, 1997). Next, the different literature streams and 

elements that are typical to their approaches to buying will be presented. Additionally, 

the most important theories related to organizational buying practices among social and 

psychological sciences will be presented shortly. 
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2.1 Value-based buying in purchasing and supply chain 
management literature 

 

Purchasing and supply chain management literature represents one of the most 

traditional ways of viewing the area of purchasing and procurement. Next, value-based 

buying will be assessed from the perspectives of four key themes found in the 

purchasing and supply chain management literature; supplier selection (Chai, Liu & 

Ngai, 2013), purchasing integration with other business units (e.g., Sheth, Sharma & 

Iyer., 2009), internal value perception dissonance (Pinnington, Meehan & Scanlon, 

2016) and procuring complex performance (Howard & Caldwell, 2011). 

 

2.1.1 Supplier selection 

 

Purchasing and supply chain literature stream is typically shedding light on firm’s 

supplier selection and how to construct a steady supplier base (Chai et al., 2013). One 

way to assess supplier firms’ capabilities in order to construct the supplier base is to 

set suppliers into portfolio matrix, depending on the suppliers’ and firm’s own strengths 

(Kraljic, 1983). The portfolio then helps in strategic purchasing by directing the firm 

to choose the right strategy to deploy with each of its suppliers. The portfolio 

encourages either to strategically exploit, balance or diversify that specific supplier, 

according to the supplier’s and firm’s own market strength (Kraljic, 1983). Even 

though the supplier portfolio matrix may be useful in some cases, it is quite one-way 

approach, and does not take into account the interaction and collaboration between the 

firm and its supplier.  

 

The more recent purchase literature has begun to emphasize the importance of 

relationship between the supplier and the customer. The scholars in the field have 

recognized the benefits of long-term strategic partnerships, while earlier so called 

short-term “arm’s length” transactions were more typical (e.g., Bensaou, 1999; 

Lindgreen, Vanhamme, van Raaij & Johnston, 2013). According to Bensaou (1999), 
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the business relationship is determined by buyer’s or supplier’s specific investments, 

which may be tangible or intangible, and they are ranked according to their frequency 

(high or low). Thus, the nature of the relationship is one of the following; captive buyer, 

market exchange, strategic partnership or captive supplier (Bensaou, 1999). Even 

though this model considers the importance of relationship aspect in business 

partnerships, it is quite radically bringing it up by describing the relationship as 

“captive” which gives rather negative impression of that particular partnership.  

 

Lindgreen et al. (2013) further emphasized the relationship aspect of business 

partnerships, and constructed a mix of purchasing practices that could be utilized when 

a firm is choosing its suppliers. In their classification (figure 2) of purchasing practices 

four practices are specifically emphasized; transaction, network, electronic and 

interactive purchasing. Each of these practices include typical manners how to conduct 

purchasing; for example, transaction purchasing is typically done through aggressive 

sourcing, while in network purchasing the firm is integrated to a wider network.  

 

 
Figure 2. Four purchasing practices (Lindgreen et al., 2013) 
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Transactional and integrative relational configurations are the opposites of each other, 

as it can be seen in figure 2, while the other two are sort of intermediate ones (Lindgreen 

et al., 2013). This model brings up the importance of interaction, but the main idea of 

how to utilize the model is efficient management of firm’s supplier base. The findings 

from their study (Lindgreen et al., 2013) show that integrative relational configuration 

seems to be performing better than the others; this indicates the importance of 

relationship in the business partnerships. The findings are also connected to value-

based buying; when the firm has close, even integrated relationship with its supplier, it 

enables them to practice value-based business and improve the performance of both.  

 

Firms may have different ways of trying to differentiate themselves from the 

competitors, and the possibility for reaching competitive advantage depends naturally 

on each firm’s own core competencies (Porter, 1985; Barney, 1991). One way to create 

sustainable competitive advantage could be reached through specific strategic 

purchasing manners (Chen, Paulraj & Lado, 2004) which, in line with Bensaou (1999) 

and Lindgreen (2013), emphasize the importance of relationships with the suppliers. 

More specifically, Chen et al. (2004) suggest three possibilities to create sustainable 

competitive advantage by strategic purchasing. These possibilities relate to value-based 

buying, too;  

 

1) limitation of suppliers to few ones with whom to have close relationship 

2) openness with the partners in supply chain, and  

3) long-term orientation in strategic partnerships which targets at common goals 

and benefits (Chen et al., 2004).  
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2.1.2 Purchasing integration with other business units 

 

The role of purchasing department within the organization has been under discussion 

recently (e.g., Sheth, Sharma & Iyer., 2009). The traditional classification of buying 

center includes the roles of initiators, users, influencers, deciders, approvers, buyers 

and gatekeepers (Kotler, Keller, Brady, Goodman & Hansen, 2009, pp. 274-275). 

However, this model emphasizes the role of purchasing professionals as the group of 

“buyers”, “having the formal authority to select the supplier and arrange the purchase 

terms” (Kotler et al., 2009, p. 275). It has been showed recently that purchasing 

professionals should be involved in the purchase decision process of sourcing projects 

in early phase, since this facilitates cost savings (Van Poucke, Matthyssens & Weeren, 

2016). There may come up internal reluctance to involve purchasing, due to traditional 

organizational hierarchical setting of having different functions clearly separated. 

However, on organizational level, the early involvement of purchasing professionals 

brings more benefits in terms of cost savings, than sacrifices. The shift from seeing 

purchasing as buying center towards the integration in sourcing projects indicates of 

change in organizational buying practices towards more long-term, value-based 

buying. Purchasing integration would bring internally benefits to the organization since 

purchasing professionals’ know-how could be then better utilized. 

 

Besides the early involvement of purchasing professionals, the integration of 

purchasing with other organizational units has also been under research, in wider 

perspective. This is mainly due to changed market conditions from GDL towards SDL 

(Vargo & Lusch, 2004; 2008) in industrial fields which have respectively caused a shift 

in purchasing and buying practices. One consequence of the changed conditions has 

been the driver for purchasing department integration with other organizational units 

(Sheth et al., 2009) mainly for two major reasons; 
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1) Due to SDL and value-based business exchange, it is necessary for marketing 

people to do sourcing to construct solution offerings, and that is why they need 

purchasing department. 

2) To be capable of delivering offerings that are customer-centric and 

manufactured in “build-to-order” fashion, it requires firm’s marketing and 

purchasing people to collaborate.  

 

Purchasing integration with other business units is important aspect not only within the 

supplier firm designing offerings to customers (Sheth et al., 2009), but also within the 

buying firm as comes to value-based buying. In buying situations, when information 

and knowledge are shared across different business units within the firm, more 

consistent goals and commercial efficiency on organizational level can be achieved 

(Tate, Ellram, Bals, Hartmann & van der Valk, 2010). More specifically, in purchasing 

process, marketing would encourage the supplier to use more of its creativity while 

purchasing would be the one ensuring measurability of the business impacts and 

contractual outcomes, for instance. This indicates that marketing and purchasing could 

get more out of supplier’s offer when they could mutually align and define the need. 

However, marketing and purchasing departments naturally view things differently due 

to the different interests and backgrounds of them. Consequently, Tate et al. (2010) 

found that marketing and purchasing may send mixed requests to the supplier, and thus 

it would reduce supplier’s performance when it needs to interpret the differing 

messages from the two units. (Tate et al., 2010) 

 

The same fact about purchasing integration with other business units has been noted 

by Mogre, Lindgreen and Hingley (2017), who are expanding the integration view and 

suggest that purchasing should be integrated more closely also with strategy, decision 

making and supply chain management in general. Purchasing unit has a lot of potential 

which the mentioned units could leverage, and this would turn up as benefits and 

improved performance on organizational level.  
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Besides the importance of integration, Mogre et al. (2017) identify a few key areas 

which they believe will be becoming more and more relevant regarding future trends 

in purchasing, such as ethical purchasing. The role of ethics play increasingly important 

role, especially in today’s world with accelerating globalization and firms’ tendencies 

to do sourcing in low-cost countries, as well as move their production there. This aspect 

is essential to keep in mind when firms are making purchasing decisions, especially 

those with value-based, long-term perspective since the collaboration with the chosen 

supplier will continue over time. Therefore, any kind of ethical issues in the future will 

have impact on value realization of the offering.  

 

2.1.3 Internal value perception dissonance 

 

As stated by Tate et al. (2010), marketing and purchasing may have differing views of 

the offering that they are buying, which may lead to sending conflicting messages to 

the supplier. This is mainly due to the different organizational levels and functions 

employees are working in industrial firms, and that is why there may come up internal 

misalignment of value perceptions of supplier’s offering. Misalignment of value 

perceptions in this case means that value is perceived differently among the employees 

in the customer firm. For the nature of value, which is typically a mix of intangible and 

tangible dimensions, value is not usually perceived as concrete and clearly defined as 

would be needed. Thus, value perceptions typically differ a lot among the stakeholders. 

Pinnington et al. (2016) have presented a theory of Internal Value Perception 

Dissonance (IVPD) which describes the different value perceptions in strategic 

relationships, especially on the buyer side. In general, seller-side typically has a more 

focused view of value because of higher tangibility of the offering’s benefits compared 

to buyer-side. This induces clarity and cohesion of value perceptions on the seller-side. 

(Pinnington et al., 2016) 
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IVPD (Pinnington et al., 2016) describes how especially buyer side lacks alignment of 

the emerging value from the offering they are purchasing. The model includes four 

dimensions; locus, subjectivity, temporality and expectations (Figure 3). All the four 

dimensions have specific ranges how value can be perceived differently; for instance, 

subjectivity has a range of subjective vs. objective. When assuming that all of these 

dimensions can differ within their specific ranges, the result is multiple ways of value 

perceptions, even within the same firm.  

 

 
Figure 3. Properties and dimensions of Internal Value Perception Dissonance (Pinnington et 
al., 2016) 

 

What is also important, is that IVPD shows how value perceptions form and evolve 

over time. Value creation is not a process which would have clear beginning and end, 

but rather a relational process which is continuously changing and evolving over time 

(e.g., Chandler & Lusch, 2015). IVPD points out this important notion and even brings 

out new aspects of the evolvement process, such as “latency in benefit accrual”, 

meaning that benefits might be latent at the moment, but later prove to be valuable. 

From practical perspective, IVPD is a theory and thus gives insights to explaining why 

there is such dissonance in value perception. It also might give reasoning to understand 

under-performance which would be caused by value related issues. (Pinnington et al., 

2016) 
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A significant remark of IVPD is that it is suggesting that the responsibility of value 

alignment should locate within the buyer organization. In other words, the buying firm 

should be capable of internally define what is perceived as value of supplier’s offering 

for them. That is actually shifting the focus from joint value co-creation and resource 

integration (e.g., Chandler & Lusch, 2015) which are traditionally linked to strategic 

relationships, towards more buyer-focused responsibility in these relationships. This 

would mean also that customer would be more responsible for the perceived value of 

an offering; due to value alignment on buyer-side. This aspect is challenging quite 

radically the widely accepted, traditional way of seeing strategic buyer-seller 

relationships and directing the way towards circumstances where value dissonance as 

well impacts of it would be acknowledged, and located rather in the buyer side. 

(Pinnington et al., 2016) 

 

IVPD can be applied to value-based buying, too. First of all, it emphasizes the 

importance of internal alignment of value within the customer firm, regarding 

supplier’s offering. Internal alignment is prerequisite for value-based buying, since 

different departments may appreciate different aspects (e.g., low sales price vs. low 

TCO), but it is not possible to practice value-based buying if the departments do not 

have similar opinion about the benefits of the offering they are purchasing. IVPD also 

reminds for example of the varying expectations between customer firm’s 

organizational units, and these might be other than monetary expectations as well.  
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2.1.4 Procuring complex performance 

 

Main themes regarding buying among purchasing literature seem to be related to 

supplier selection, purchasing integration with other functions, and internal value 

perception dissonance. Another important theme concerns the prevailing service-

centric business exchange, and how purchasing might get complicated when buying 

complex offerings that produce value on long-term perspective. To gain more 

understanding of the topic, Howard & Caldwell (2011) have constructed a framework 

for Procuring Complex Performance (PCP). The framework presents four main 

attributes that are typical to PCP; complexity, managing markets, procurement and 

innovation management (figure 4).  

 

 
Figure 4. PCP: an initial problem space (Howard & Caldwell, 2011) 

 

Complex performance covers many of the factors that are typically related to industrial 

solution offerings. Besides those, PCP as framework takes into account the buying 

aspect as well as managing innovation. Howard & Caldwell (2011) argument that 

update for commonly used supplier portfolio matrices (e.g., Kraljic, 1983) is needed 

since they typically expect the demand to stay in certain level while varying demand is 

more typical for circumstances with complex performance, and especially in case of 
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cyclic industries. In addition, strict portfolio-based supplier strategies may hinder from 

flexibility in procurement process which would be essential in buying complex 

performance. Besides presenting the idea and framework of PCP, Howard & Caldwell 

(2011) bring up two further issues related to buying complex solutions;  

 

1) risk and reward sharing across the supply network,  

2) the change in the role of purchasing from reactive towards proactive.  

 

When a firm makes value-based buying decision of which it can realize monetary 

benefits longitudinally, it would be worth to assess if the supplier could get some of 

this value. This would encourage the supplier to help its customer to get more 

performance output of the offering, while supplier would get some small share of this 

as reward, too. The same applies respectively to related risk; customer firm’s risks 

could be minimized when supplier would take more responsibility of the process 

outcome. The second issue raised up by Howard & Caldwell (2011), the changing role 

of purchasing towards more proactive direction, is generally relevant in today’s market 

circumstances where proactive, self-motivated operation is beneficial for the 

companies due to increasing competition, for instance. (Howard & Caldwell, 2011) 

 

One important element of value-based buying as well as when purchasing complex 

performance is the long-term orientation in all aspects, especially in fields such as 

mining industry where the lifecycles of offerings are typically long (e.g., Biggemann 

et al, 2013). When buying a high-value offering, long-term orientation and planning 

the future costs are prerequisites since value realization of an offering continues over 

time, and costs are naturally decreasing the emerging value. One important aspect when 

customers are making buying decisions are the costs throughout the offering’s 

lifecycle. These cost calculations are typically named as total cost of ownership 

calculations (TCO). There are multiple factors causing TCO which industrial firms 

may value a bit differently, depending on the field they are operating in, for instance. 

That is why it is neither possible nor necessary to create one standard model for 
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calculation purposes, but firms do use more unique models. Among the multiple drivers 

for total cost of ownership, customers perceive the following cost driver categories as 

most important ones; costs related to operations, quality, logistics, maintenance, and 

supplier reliability and capability. (Ferrin & Plank, 2002)  

 

In general, purchasing and supply chain management literature covers the area of 

buying quite widely. So far, this literature review has presented the most recent and 

most relevant findings from purchasing and supply chain management literature that 

are related to value-based buying. The findings are divided roughly to four themes; 

supplier selection, purchasing integration with other units, internal value perception 

dissonance, and procuring complex performance. Next, buying from the perspective of 

industrial marketing literature will be presented.  

 

2.2 Value-based buying in industrial marketing literature 
 

In industrial marketing literature, the starting point for the research perspective is 

typically the marketing, or more precisely, the selling side. Consequently, the main 

research interest is typically in customer value creation (e.g. Grönroos & Voima, 2013). 

Research topics in the field include for example how to gain key supplier status (e.g., 

Ulaga & Eggert, 2006), how value emerges in business relationships (e.g., Corsaro, 

2014), or how business customers evaluate the value from solutions (Macdonald, 

Kleinaltenkamp & Wilson, 2016). In the recent marketing literature, SDL (Vargo & 

Lusch, 2004; 2008; 2016) holds the focus on customer value co-creation (e.g., Aarikka-

Stenroos & Jaakkola, 2012) and resource integration (Skålen, Magnusson, Gummerus 

& von Koskull, 2015). As it is typical for marketing perspective, the research has 

addressed to quite large extent seller’s rather than buyer’s point of view, and 

consequently, value-based selling (Terho et al., 2012; Töytäri & Rajala, 2015) and 

customer value assessment (Keränen & Jalkala, 2013; 2014) are emerging areas, but 

customer’s responsiveness to these, i.e. buying firms’ expectations, drivers or barriers 

to value-based buying remains rather narrow in industrial marketing literature.  
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Due to the shift from GDL towards SDL in industrial business exchange, it is important 

to understand how industrial firms perceive the offerings they are buying. Perhaps the 

most relevant and well-established definition of customer solution in industrial 

marketing field is presented by Tuli et al. (2007), who describe the solution as relational 

processes by consisting of several steps to fulfill customer firm’s business needs (figure 

5). The relational nature of solution also emphasizes the importance of value realization 

over time. Respectively, this view of a solution offering helps in understanding the 

ultimate purpose of value-based buying, as well as considering the on-going and long-

term nature and value realization of solutions. 

 

 
Figure 5. View of customer solution (Tuli et al. 2007) 

 

Strategic purchasing is typically high in value (Anderson & Wynstra, 2010), and 

consequently, there might be high risk level related to the buying decision. Buying 

firm’s concerns relate to long-term value realization and to the question if supplier’s 

offering contributes to the firm’s business in the way that supplier has claimed it to do 

(Anderson & Wynstra, 2010). Anderson & Wynstra (2010) call this “ambiguity of 

superior value offering”. According to their study, customer references are proved to 

be effective in reducing buying firm’s ambiguity of superior value offerings. Case 

customer references as well as pilot programs also increase customer firm’s intentions 

to purchase higher-value, higher-price offerings due to easier and more concrete 

convincing of the solution outcome, which will improve supplier’s possibility to 

receive fairer return as well (Anderson & Wynstra, 2010).  
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Recently, in order to find out whether there can be recognized value-based practices in 

industrial firms’ buying activities, Rosendahl & Terho (2015) investigated how 

industrial firms are making strategic buying decisions, and what are the possible drivers 

for value-based buying. They define value-oriented buying as “strategic buying 

approach that focuses on the integration of resources with supplier for supporting the 

buying firm’s own value creation ability and business performance”. Thus, the 

definition of value-oriented buying (Rosendahl & Terho, 2015) combines resource 

integration (Skålen et al., 2015) with firm’s own, internally constructed capability to 

create value and perform economically well, which are both facilitated by the supplier.  

 

Even though value-based buying brings typically many benefits such as improved 

value-in-use (Anderson & Wynstra, 2010; Rosendahl & Terho, 2015), some firms may 

want to stick to the traditional buying practices. Adapting new way to approach 

strategic buying requires resources, but once the organization goes through the change, 

long-term value realization can be reached later, as Van Poucke et al. (2016) suggest 

when involving purchasing professionals in early stage of sourcing projects. Because 

of the difference in buying practices regarding different offerings, it might be useful to 

the customer firm to implement value-oriented buying in some specific purchasing or 

buying situations. This view is supported also in the studies of supplier portfolio 

matrices (Kraljic, 1983; Bensaou, 1999; Lindgreen et al., 2013), which direct to select 

the supplier depending on the need and market situation at that moment. According to 

Rosendahl & Terho (2015), situations in which value-oriented buying could be best 

utilized relate to outsourcing and process, product and service development. This 

indicates that the firm is more willing to engage in longer-term buying practices if its 

own skills and capabilities are not competent enough. It was also found that customer 

firms still typically put the monetary benefits above all, and concentrate on cost 

efficiency, while other, intangible dimensions of value are not seen as important. 

(Rosendahl & Terho, 2015) 
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There might be different factors driving for value-oriented buying. Among the most 

important factors, Rosendahl & Terho (2015) noted that openness among the 

stakeholders that are participating in the buying situation becomes critical when 

making strategic buying decisions. Internal interaction and resource integration are 

both facilitated by openness (Rosendahl & Terho, 2015) which also increase alignment 

both internally on customer side, as well as alignment between customer and supplier 

(Corsaro & Snehota, 2011).  

 

Typically, the aim of value-based buying is long-term realization of value which comes 

from customer’s improved business performance (Rosendahl & Terho, 2015). That is 

why for example reward systems in firms which are rewarding individuals or 

departments for making cost savings, may direct buying manners towards short-term 

cost savings, and consequently, are not favoring to adapt value-oriented buying 

(Rosendahl & Terho, 2015). In those situations, the collective, organizational level 

business performance on long run is not considered, but the focus is rather on current, 

more individual level. When assessing what could drive industrial firms to orientate 

into buying value in the long-term prospect, it is important to keep in mind that 

typically offerings bring both collective and individual value to the buying company 

(Macdonald et al., 2016). Collective value elements relate to organizational level taking 

into account the factors influencing company performance, whereas individual value 

elements have influence on day-to-day operations in employee’s individual job, for 

example pressure reduction in one’s job. Therefore, as the received value is a mix of 

both individual and collective elements, careful evaluation of them is needed, in order 

to assess the total value of an offering to the buying firm. (Macdonald et al., 2016) 

 

Because of the very different natures of collective and individual elements of value-in-

use, they also have different effects on the resulting value-in-use, and thus, on the 

customer’s evaluation of solution quality. This comes further evident in buying 

situations when different supplier and offering alternatives are being compared. For 

example, collective goals, such as certain performance level which is achieved through 
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using the offering provided by the supplier, are goals that are set on organizational 

level, whereas individual goals, typically relating to daily job tasks, are set by the 

people who are participating in using the solution. Typically, collective value-in-use 

appeals to managers while individual value-in-use is more interesting to people dealing 

closely with those issues. When individual goals are achieved, it may support achieving 

the collective goals, and the same applies vice versa. (Macdonald et al., 2016) 

 

Typically, the most important collective value constructs, such as low costs and 

avoiding downtime relate to monetary aspects. They affect firm’s financial 

performance either directly or indirectly. Individual value constructs then again affect 

employee’s personal performance and how the employee feels about his/her tasks 

(pressure reduction, uncertainty reduction). When the employees are performing well, 

it will reflect on the firm’s financial performance eventually. This is why individual 

value elements would drive for value-oriented buying practices as well. (Macdonald et 

al., 2016) However, typically these “soft values” do not reach the decision makers’ 

table so well. Therefore, when making strategic, value-based purchasing decisions the 

emphasis might be on collective elements in a decision-making situation.  

 

When a firm is willing to move towards value-based buying practices, it most likely 

will require transformation within the organization to some extent, depending on the 

current situation in which the firm is practicing, and its operations. Adapting value-

based buying practices may cause changes in cross-functional operations and 

necessitate integration of the departments (Sheth et al., 2009; Mogre et al., 2017), for 

instance. Additionally, deeply rooted price tendering manners might have to change 

towards having close relationships with few strategic business partners (e.g., Chen et 

al, 2004), in which both parties are committed and certain trust level can be reached. 

The following table 2 sums up the key findings from the literature.  
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Table 2. Key articles and themes regarding firm's value-based buying and purchasing 
practices 

Authors Journal Context Data Key findings Key theme 

Lindgreen 
et al., 2013 

CMR Variable US 
industries 

202 surveys Mixed purchase practices, 
relationship with suppliers 

Supplier selection: 
- strategic 
purchasing 
manners  
- close, integrated 
relationship with 
suppliers 
à possibility to 
practice value-
based buying  

Chen et al., 
2004 

JOM US 
manufacturing 
companies 

221 surveys Gaining competitive advantage 
through strategic purchasing 
manners 

Bensaou, 
1999 

SMR US and 
Japanese 
automobile 
manufacturers 

447 surveys Relationship portfolio matrix 
for supplier base 

Kraljic, 
1983 

HBR Literature 
review 

Literature review Purchasing portfolio matrix  

Mogre et 
al., 2017 

JBIM Literature 
review 

Conceptual 
literature review 

Future trends and directions in 
purchasing: 
- purchasing integration with 
other business functions 
- Ethical purchasing 

Purchasing 
integration and 
involvement with 
other units 
- more consistent 
commercial goals 
- information 
sharing within the 
firm 
- enhanced 
measurability of 
the business 
impacts 
à facilitation of 
cost savings on the 
long-term 
perspective 

Van 
Poucke et 
al., 2016 

JPSM Large private 
financial 
services 
company 

10 In-depth 
interviews 

Early involvement of 
purchasing professionals in 
sourcing projects 

Sheth et al., 
2009 

IMM Conceptual 
model 

Literature review Purchasing integration with 
marketing unit 

Tate et al., 
2010 

IMM 1. study: 
Variable global 
industries 
2. study: 
variable 
German 
industries 

1. study: 
secondary data  
2. study: focus 
group workshops 

Supply chain management 
integration with marketing 

Anderson 
& Wynstra, 
2010 

JBTBM Dutch business 
markets 

2 experiments, 
310 
questionnaires 

1. Reducing ambiguity about 
superior value 
2. Consequences of obtaining 
superior value 

Firm's internal 
perceptions 
towards value-
based buying 
- internal 
misalignment of 
perceived value 
- solution 
judgement, 
individual and 
collective levels 
à possible 
barriers to value-
based buying 
practices 

Rosendahl 
& Terho, 
2015 

Confe-
rence 
paper 

Variable 
industries 

10 semi-structured 
interviews 

How value-driven buying is 
defined 

Pinnington, 
2016 

JPSM Variable global 
or national 
firms 

Focus groups: 12 
participants 
Interviews: 25 
participants 

Internal value perception 
dissonance, especially in 
buying firms 

Macdonald 
et al., 2016 

JM Variable 
manufacturing 
firms 

36 structured 
interviews 

Solution and value-in-use 
judgement by industrial 
customers: individual and 
collective levels 

Howard & 
Caldwell, 
2011 

Book* Conceptual 
chapter from the 
book 

Literature review Procuring Complex 
Performance (PCP): 
1) risk and reward sharing 
across the supply network, and  
2) the change in the role of 
purchasing from reactive 
towards proactive 

Procuring complex 
performance 
- value-based 
buying possible in 
PCP due to long-
term perspective 

Abbreviations of the journals: CMR = California Management Review, JOM = Journal of Operations Management, SMR = 
Sloan Management Review, HBR = Harvard Business Review, JBIM = Journal of Business and Industrial Marketing, JPSM = 
Journal of Purchasing and Supply Management, IMM = Industrial Marketing Management, JBTBM = Journal of Business-to-
Business Marketing, JM = Journal of Marketing, Book* = Procuring Complex Performance: Studies of Innovation in Product-
Service 
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The key findings from purchasing and supply chain management as well as industrial 

marketing literature presented in this study are divided into four key themes (table 2). 

The four themes can be roughly further divided into  

1. internal ones;  

a. purchasing integration and involvement with other units, and  

b. firm’s internal perceptions towards value-based buying  

2. external ones;  

a. supplier selection, and  

b. procuring complex performance.  

 

Since value-based buying as phenomenon has a lot to do with human decision-making 

processes, it has been noted that social and psychological sciences might give help 

when interpreting and gaining understanding of organizational buying behavior (e.g., 

Dacin, 1997). Next, institutional theory from the sociological sciences, and how it 

relates to value-based buying will be presented shortly.  

 

2.3 Institutional theory explaining industrial buying 
 

Institutional theory (Meyer & Rowan, 1977) can be used for gaining understanding of 

how organizations work, and how decision-making happens in them. Institutional 

theory explains the function of organizations by suggesting that organizations are 

influenced by institutional rules that act as myths which put pressure on how the 

organization should operate, and how it should gain resources or enhanced future 

prospects, for instance. These institutional rules guide the organization to a direction 

that is typically conflicted with the activities which would be really needed, from 

technical and business perspectives. Institutional rules may also force the organization 

to adopt formal structures which reduce internal control and coordination. In addition, 

institutional rules are typically difficult to change because of the abstract nature of 

them, and also due to pressure coming from the surrounding society of how institutions 

should work. (Meyer & Rowan, 1977; Greenwood, Oliver, Sahlin & Suddaby, 2008) 
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Buying and purchasing in a company are functions that are affected by many factors. 

There might be those kinds of factors that are emerging from the organization’s real 

activities, and also factors that may not be ever criticized but taken for granted. These 

might be explained by the institutional theory. Meehan, Ludbrook & Mason (2016) 

built their study on the base of institutional theory, and they found several institutional 

explanations that may cause resistance towards collaborative public procurement, in 

the case of emergency service sector. Mainly, collaborative procurement is influenced 

by the following two themes; 

 

1. Isomorphic pressures (coercive, normative, mimetic pressures) 

2. Stakeholder expectations (Meehan et al., 2016). 

 

Isomorphic pressures describe the different types of pressure coming outside the 

company, these might relate to regulation issues or behavioral expectations, for 

instance. Stakeholder expectations represent barriers to collaborative procurement 

which may appear on national, regional, institutional and individual level. Besides 

isomorphic pressures and stakeholder expectations, Meehan et al. (2016) found that 

there are also legitimized strategic resistance towards collaborative procurement which 

could be well explained by the institutional logics. Despite the special research context, 

a study in public emergency service context, the findings may be evaluated in other 

contexts as well, since one overall message from the study was that the participants 

generally admitted that they had not set their believes or behaviors under question 

before the study (Meehan et al., 2016). This message supports the whole idea of 

institutional theory, and may give reasoning also why institutionalism direct a firm to 

conduct certain kind of buying.  

 

Building on the institutional theory as well, Tate, Ellram & Schmelzle (2017) explored 

how purchasing could gain meaningful influence in the context of purchasing complex 

B2B services. Due to institutional rules, it might be difficult and challenging for 

purchasing unit to gain meaningful influence, especially in procurement of complex 
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services. Isomorphic pressures (coercive, normative, and mimetic) play significant role 

also in this case, especially mimetic pressure, since purchasing’s success in other 

subunit within the firm would encourage the other subunit to mimic and increase 

purchasing’s involvement in procurement of complex services. In other words, mimetic 

pressure would emerge in a way that the other subunit would like to mimic the other 

one. Besides the findings of institutional theory explaining the difficulty for purchasing 

to gain meaningful influence, Tate et al. (2017) also found value-added roles for supply 

management; supply base management, development of a common culture, and 

improvement and standardizing of the processes. In these roles, the competences of 

employees participating in supply management would be utilized to the full potential 

they have, and value would be created to the company. (Tate et al., 2017) 

 

In general, it can be noted that buying and purchasing in industrial markets is affected 

by many factors, and these phenomena can be approached from multiple of 

perspectives. As comes to value-based buying in industrial markets, there are both 

internal and external issues which have impact on organization’s buying practices, such 

as internal misalignment of supplier’s offering as well as supplier base management. 

Strategic purchasing as such is a lot about making decisions and estimations of the 

future, and then after the decision-making, adapting to the consequences emerging 

from a particular decision-making. Therefore, social theories related to individual’s 

decision-making may give interesting explanations to the analysis of industrial buying 

practices.   
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3 RESEARCH METHODOLOGY 
 

This study adopted qualitative research approach in order to get deep understanding of 

value-based buying in the mining industry. Qualitative research can be used to “take a 

holistic and comprehensive approach to the study of phenomena” (Corbin & Straus, 

2015). Also, because of the relatively unknown nature of value-based buying in 

industrial markets (e.g., Rosendahl & Terho, 2015), and more precisely in the mining 

industry, qualitative research approach was chosen since it can be used for investigating 

those areas better that are not yet thoroughly researched. Mining industry as an 

industrial field is relevant context to study value-based buying due to complex, value-

intensive offerings (e.g., Biggemann et al., 2013; Kumar & Kumar, 2004) and long life-

cycles of the investments which makes long-term value realization possible. In 

addition, qualitative approach provides researcher with the chance to understand 

research participants’ perspectives deeply. (Corbin & Straus, 2015) 

 

The aim of this study is to understand how a firm in the mining industry perceives 

value-based buying. Case study was chosen as research method for this study, because 

as research strategy, it provides a real-life example within its context to investigate 

(Yin, 2014). Also, case study is suitable research method in order to answer research 

questions starting with “how”, and to study contemporary events (Yin, 2014, p. 10-12). 

Therefore, case study is suitable research strategy to explore the emerging phenomenon 

of value-based buying. In addition, among different research methods, case study was 

dominant method for industrial business research during a 10-year research period 

(1997-2006), indicating its suitability for conducting research in varying industrial 

markets (e.g., Piekkari, Plakoyiannaki & Welch, 2010).  
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Yin’s (2014, p. 16) twofold definition for case study emphasizes  

1) the scope of a case study, i.e. a phenomenon and its context as well as the 

boundaries between those two, and  

2) the features of a case study, i.e.  

i. the multiple variables affecting results,  

ii. reliance on many sources of evidence, and  

iii. utilization of prior theoretical stance in data collection and analysis.  

 

According to Yin’s definition (2014, p. 16), case study is suitable research method for 

this study because of both the scope and the features of this study. The scope of this 

study is value-based buying as phenomenon in the mining industry context. Also, the 

features of case study suit well the purpose of this research; multiple variables, which 

are for example different stakeholders both inside and outside the buying company, 

may affect the phenomenon of value-based buying. In addition, prior theoretical 

knowledge, for example of value-based selling and buying (e.g., Terho et al., 2012; 

Rosendahl & Terho, 2015) can be utilized especially in data collection and analysis. In 

data collection, the theoretical standpoint helped in forming the interview guide as 

relevant as possible, and in data analysis the collected data was reflected to the extant 

literature to find new insights.  

 

 The nature of this study followed abductive logic which is considered as combination 

of both inductive (theory generating) and deductive (i.e., theory testing) approaches 

(Dubois & Gadde, 2002). In this study, abductive approach meant that during the 

research process, theoretical findings were reflected on practice, and vice versa.  In 

practice, in the beginning the interview guide was formed based on the theoretical 

knowledge so that purposeful data could be collected, and during the collection process, 

as new themes were discussed in the interviews, the theoretical content of this study 

evolved into more meaningful form. This helped in directing the research process.  
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Abductive approach proved to be appropriate for this study, since the phenomenon of 

value-based buying does not have clear definition or boundaries, and therefore, 

abductive method enabled that needed changes can be done, in order to investigate the 

phenomenon deeply and in a more meaningful way. As whole, an evolving research 

process ensured achieving relevant findings out of this study. The research process is 

presented in figure 6.  

 

 
Figure 6. Research process in this study 

 

3.1 Case selection & description 
 

This study adopted a holistic single-case study design. In general, the nature of the 

selected sample is more important than the sample size (Silverman, 2014, 60-63) 

because even one single case may produce fruitful answers to the research questions, 

if the selection is made in a meaningful way (Silverman, 2014, 60-63). In addition, in 

qualitative study, the choice for case selection should always be made on theoretical 

basis so that theoretical assumptions as well as conclusions can be made. That is why 

theoretical sampling (Silverman, 2014, 62-63) was utilized in this study, meaning that 
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the case company was selected because of the features theoretically specific to it. 

Value-based buying can be relevantly studied within firms that operate in fields where 

close business partnerships are typical and solution offerings are designed mutually 

(e.g., Aarikka-Stenroos & Jaakkola, 2012). Additionally, long-term value realization 

of the supplier’s offering needs to be possible so that value-based buying can be 

assessed (e.g., Anderson & Wynstra, 2010). Therefore, the selected case was 

recognized to be suitable to collect data, and answer to the research questions as 

comprehensively as possible. (Silverman, 2014, p. 60-62)  

 

Even if single case study research design does not favor making wide generalization 

(Yin, 2014), as would multiple case study do, the knowledge gained from an 

exploratory single-case study may help in guiding the future research towards relevant 

direction, for example in terms of case selection. In this study, the unit of analysis was 

the case firm as whole, even if individual decision-makers were interviewed and the 

data collected from them. The choice of single-unit of analysis was made due to the 

rather organizational than individualistic nature of the phenomenon being studied. The 

purpose was to find out how the firm as whole perceives value-based buying, and 

therefore, the data from the several informants represents one single-unit of analysis. 

If the interest would have been on exploring single decision-makers and differences 

between them as comes to value-based buying perceptions, the unit of analysis would 

have been each decision-maker. (Yin, 2014, p. 50-53) 

 

The selected case, Beta (table 3), is customer for a mining industry supplier (Alpha, 

table 3). The selection was done on theoretical basis (Silverman, 2014, p. 60-62) in a 

way that Alpha identified Beta to be value-based buyer. The business collaboration 

between the firms have been going on for several decades, and they also have mutual 

research & development projects. Typically Beta buys from Alpha equipment that is 

needed in their mining processes, as well as engineering and maintenance services with 

on-going as well as occasional contracts.  
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Table 3. Companies involved in this study 

Company Industry Annual sales  (MEUR) Staff 

Alpha Mining industry supplier 1 200 4 900 

Beta Mining industry customer 4 200 4 700 

 

3.2 Data collection 
 

Primary data for this study was gathered through in-depth interviews (Yin, 2014, p. 

110), using open-ended questions and a thematic guide. The interview questions 

focused on the customer firm´s perceptions, practices, and barriers associated with 

value-based buying, and collaboration with the supplier firm. Open-ended questions 

allowed the flexibility to bring forth insights which the researcher would not have even 

considered to ask. Altogether seven interviews (table 4) were conducted by phone. The 

first two interviews were conducted with the supplier firm, with the purpose of acting 

as background information of the partnership between these two firms. The rest of the 

interviews were done with the case company representatives. In addition, some amount 

of the secondary data was gathered during meetings with the companies, mainly as an 

observer. Secondary data was utilized in this study to support and complement the 

primary data, including mainly company websites and reports, to get understanding of 

both firms’ operations and the partnership between them.  

 
Table 4. Primary data of this study 

Title Company Type Duration 

Project Manager Beta Phone 62 min 

Project Manager Beta Phone 63 min 

Procurement Manager Beta Phone 35 min 

Head of Sourcing Beta Phone 56 min 

Procurement Manager Beta Phone 62 min 

Head of Service Business Alpha Phone 62 min 

Vice President Alpha Phone 95 min 
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3.3 Data analysis 
 

Data was analyzed in several phases using open and axial coding (Silverman, 2014, p. 

86). First, open coding was done manually with the purpose of recognizing and coding 

customer’s perceptions, experiences and practices regarding value-based buying. The 

purpose was to find quotes that would closely relate to buying activities, mainly based 

on the extant literature, but the purpose was to also identify manners that have not been 

discussed in the literature but which refer to value-based buying. After setting the 

relevant codes, they were divided into first and second order categories. These 

categories were the main themes that the informants had discussed, and also main 

themes regarding research questions. The described coding method enabled that the 

focus stayed on the relevant issues from the perspective of this study because the data 

was gone through carefully in several phases, and comprehensively formed research 

questions ensured identification of relevant issues.  

 

The analysis of the collected data was done by utilizing “explanation building” method 

(Yin, 2014, p. 143-147). The aim is to build a relevant explanation of the phenomenon 

being studied. In this study, the interview data was analyzed with the research 

questions, the current academic knowledge directing and supporting the analysis. The 

extant academic knowledge was utilized in focusing on the most relevant topics in the 

interviews, so that the interviews would reveal those insights that are not yet known. 

Due to the relatively unknown nature of value-based buying practices in the academic 

literature, it was meaningful to get to know the phenomenon generally and make 

explanations. The constructed explanations then helped in answering to the research 

questions. The analysis process was evolving over time, as is typical for abductive 

method. Theoretical findings were reflected to the interview data, and consequently, 

both the literature review as well as the findings from this study evolved during the 

analysis process to make the content of this study as relevant as possible.  
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It is important to assess quality and trustworthiness of research, especially qualitative 

research in which the researcher makes a lot of interpretation (e.g., Creswell, 2013, p. 

250). One way to assess trustworthiness of a research is to use Lincoln & Guba’s (1985) 

criteria which include four evaluation criteria; credibility, transferability, dependability 

and confirmability. Credibility means how credible the research is, and how true the 

findings of it are. The research participants will get an opportunity to read through this 

study, and they can respectively comment on anything they disagree. Dependability 

means how much the findings depend on the researcher. In this study, the interviews 

were recorded and are available for future use as well, and therefore this study could 

be repeated and the findings “tested” by another researcher. As comes to transferability, 

due to the exploratory, single-case nature of this study, the findings of this research 

cannot be directly transferred to other contexts and industrial fields, but further research 

would be needed to strengthen and generalize the findings of this study. Confirmability 

means the degree to which the results of a study are not influenced by the researcher’s 

own interest but formed accurately according to informants’ responses. In the findings 

chapter there are direct quotes from the informants, which increases confirmability and 

shows how the interpretations are made of the example quotes.  
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4 RESEARCH FINDINGS 
 

In this section the empirical results from the interviews will be presented, in the light 

of the assigned research questions. This section will shed light on how value-based 

buying is perceived and practices in a mining industry company. In addition, the 

findings will bring out what kind of expectations or perceptions customer firm may 

have towards buying value on the long run. Buying firms’ requirements and 

expectations towards suppliers will be also presented.  

 

Strategic purchasing in mining industry is typically high in value and the offerings have 

long lifecycles, even few decades. That is why the planning and decision making 

processes of these kind of investments take a lot of time, money and effort. In general, 

according to the interviews, the pre-planning phase seemed to be most determining 

stage of the decision-making process, since for example, the main suppliers were 

chosen and their involvement to the project was “locked” already then. After the pre-

planning phase, the planning continues and scope of the deal will be determined more 

precisely. But even when the deal has been closed, there might come some surprising 

factors that had not been discussed earlier. However, according to the interviews, 

careful pre-planning in the beginning helps in avoiding and minimizing these kinds of 

surprises later. 

 

In general, there seems to be a wide group of different internal stakeholders taking 

part and affecting the decision-making processes of large, high-value offerings. 

According to the interviews, the initiative typically starts from the user organization 

which requests for pre-planning of the project from project management. Pre-planning 

phase includes assessing different alternatives for some investment, and quotations are 

requested from suppliers via price bidding competition. At a bit later stage, 

procurement department will be involved, and then also the selection of the main 

equipment supplier or suppliers will be done so that some sort of commitment with 

them can be reached. This is how the decision-making has traditionally been conducted. 
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The recognized procurement procedures follow value-based buying practices to some 

extent, for example in terms of supplier base management and typically having few 

main suppliers. Also, the features of PCP came forth; for instance, due to complexity 

of the offerings in the mining industry, firm tends to prefer few trustworthy suppliers 

which they know well and can trust having support after the delivery, too. Next, some 

specific details of the value-based buying and its practices in the global mining industry 

will be presented in the light of the assigned research questions. 

 

4.1 Value-based buying as a phenomenon in the mining industry 
 

Mining industry as an industrial field is relatively cyclic in nature, mainly due to 

external factors (e.g., prices of raw materials) which cause varying global demand and 

therefore, may set challenges for future investment planning, too. In general, interview 

respondents from the case company Beta have noticed a shift in organizational buying 

practices very recently, during the past five to ten years. One big reason is the global 

economic downturn that has slowed down the growth expectations generally, and 

therefore made the business exchange tightening all the time, and in many ways. In 

addition, other issues such as increasing importance of environmental awareness and 

corporate social responsibility, have also influenced the way how firms have to operate 

in the mining industry, due to both external and internal pressure. Therefore, these 

pressures also affect how the firms perceive purchasing in general, and especially, how 

they perceive value-based buying because long-term value realization may be 

influenced by changing environmental legislation, for instance. 

 

The boundary between respondents’ perception of value-based buying and the practical 

conduction of it was not so clear. However, the respondents were discussing how they 

perceive their purchasing practices should change, and those changes related closely to 

value-based buying activities. Therefore, those changes are regarded as the case firm’s 

perception of value-based buying. The respondents had three perceptions of value-

based buying;  
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1) Management of suppliers 

2) Cost management 

3) Core focus of the business 

 

In general, firms in the mining industry prefer having few suppliers to whom shift large 

volumes of the procurement. This turns up when selecting suppliers and managing the 

supplier base. Besides pure business exchange, customer firms tend to have 

longitudinal research and development projects with their suppliers, and that is why 

long-term collaboration with few suppliers is more compelling than operating with 

multiple, changing suppliers. This is also one of the core features related to value-based 

buying; having few suppliers enables practicing close business operation with suppliers 

on long-term perspective. The following quote illustrates supplier base management;  

 
"we want to make our supplier base smaller, develop our strategic supplier partnerships when 

we recognize those. And like, guide bigger volume to smaller group of suppliers" 

- Head of sourcing, Beta 

 

In long-term, close business partnerships, also high trust levels between the parties can 

be reached, which is important in order to conduct buying with long-term orientation. 

However, the case firm seemed to be open for new partnerships as well. When 

comparing offerings between two suppliers, the firm also would select that supplier 

who it did not know before, but in these cases, the offering had to be remarkably better. 

Among the most important differentiating factors in supplier selection recognized to 

be better long-term value realization. Therefore, even though the term value-based 

buying did not come forth clearly, there can be recognized buying activities referring 

to it. 

 

 

 



44 
 

Not surprisingly, cost management seemed to be the most interesting topic related to 

buying and purchasing. Efficient long-term cost management is also one of the core 

purposes of value-based buying. Cost management was the second recognized theme 

found in the interview data regarding firm’s perceptions of value-based buying. 

General opinion seemed to be that firms in the mining industry do consider the costs 

of an offering for its whole lifecycle, and therefore, the firms are using different kinds 

of calculators and estimators for that. Many of the respondents seemed to imply that in 

theory, both they as customers, as well as their suppliers, are aware of the importance 

of taking the whole lifecycle costs into consideration. However, it is not yet happening 

in its full potential; 

 
"it is not yet visible but it is just the thing that we should focus, because that is what we aim 

with investments, on the costs during the whole life-cycle (--) we are quite in the beginning in 

that" 

- Project manager, Beta 

 

The respondents also claimed that suppliers are not so willing to bring up the TCO 

estimations, especially if there happen to be something surprisingly expensive, for 

instance. There also are situations that even if the customer firm requests for the 

calculations, it might be challenging to get them from the suppliers. This is unfortunate 

because at the same time, the respondents claimed it to be competitive advantage for 

suppliers, if they showed TCO calculations more often, and more self-actively. 

Therefore, cost management and the supplier’s capability to show TCO 

calculations are important constructs of how the firm perceives value-based buying, 

and what they as organization expect from value-based buying. Unfortunately, this 

does not seem to be happening yet in practice. 
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The third recognized theme relates to the core focus of business and general 

procurement practices. In general, “buying value” or “value-based buying” were not so 

clearly perceived among the respondents. Consequently, the way how the respondents 

were talking about value-based buying practices was varying. The interview data 

indicated that even when talking about “fancy” terms such as added value, the core 

purpose of purchasing should be borne in mind tightly. An illustrative quote from one 

respondent describes this well: 

 
“We talk about these nice concepts CSR, TCO, added value etc. (--) the focus should not be 

forgotten, purchasing is purchasing (--) and at the end, there is always competition in which 

only the best survive”   

- Head of sourcing, Beta 

 

This indicates that as comes to purchasing practices, firms are most interested in the 

economic benefits that can be reached through cost-efficient purchasing practices. 

What is also important for the firms, is how they are succeeding in relation to their 

competitors. There might a trap of focusing too much on the difference between firm’s 

own success and the successes of their competitors, while more focus could be on the 

firm’s own, long-term performance. In addition to the comparison of competitors, the 

vision might be too short-focused in many cases, and then long-term value realization 

might be challenging to reach. The categories of how value-based buying was 

perceived among the respondents are presented in table 5. 

 

Table 5. Mining industry firm's perceptions of value-based buying 

Category Example 

Management of suppliers Type of partnership; long-term vs. single-time 

Way of defining the need 

Supplier base management 

Cost management Managing life-cycle costs 

Core focus of the business Focus in efficient purchasing and surviving in the competitive field 
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4.2 Practicing value-based buying in the mining industry 
 

When firms in the mining industry make strategic investment decisions, it requires a 

lot of time and effort, not only before and during the decision-making process, but also 

afterwards in terms of monitoring and measuring the impacts of the investment to the 

firm’s financial performance. That is why buying circumstances in the mining industry 

are ideal for the firms to implement value-based buying practices. Despite the 

recognized benefits that monitoring and measuring the business impacts of purchased 

offerings could bring for the company (in terms of future savings, for instance), it does 

not seem to be done systematically. 

 

There was recognized to be a slight difference between how the firms perceive value-

based buying practices, and how they actually are conducting it in practice. There are 

also different views on what is taken as “value”, or “added value”. This might have 

also affected the findings that people perceive the terms differently, even within the 

same organization. To sum up how the respondents said value-based buying is 

conducted in practice in their organization, the following three themes came forth; 

1) Cost management 

2) Risk avoidance 

3) Consideration of other than monetary value elements. 

 

Cost management, is aligning most clearly on how the firms perceive value-based 

buying. Cost management holds in for example the consideration of cost estimations 

both before and after closing the deal. Firms have tools for making these estimations, 

for example TCO, as exact as possible. The level of accuracy of the calculations is 

tightening internally all the time, in order to show reliable investment plans to the top 

management. Therefore, it would be highly appreciated among the customers if 

suppliers showed reliable TCO calculations more actively than what they nowadays 

tend to do. That would help significantly buying firm’s possibilities to conduct relevant 

investment planning, and moreover, to move towards value-based buying practices. 
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Another important part of cost management is long-term orientation, which comes 

visible both in strategic partnerships and when monitoring the business impacts of 

purchasing. In long-term strategic partnerships the parties typically have mutual goals 

which naturally makes the parties highly motivated in directing the way towards the 

goals as well. In general, contracts are long, and there are no concerns of bidding them 

too often. This makes the basis for long-term value realization steady, and enables 

better monitoring of the business impacts. Monitoring the business impacts of an 

offering seemed to be specific to each sales case, and dependent on the nature of each 

sales case; if the buying decision was made with a strong emphasis on TCO 

calculations, then the impacts are monitored more accurately than in other cases. If the 

purchasing has been more standard one, monitoring is not done systematically. 

Therefore, developing easy-to-use TCO monitoring tools and possibility to 

integrate them more tightly into the firm’s processes would be desirable among 

customer firms. Following quote illustrates this quite relevantly;  

 
"if we have made an expensive investment and we believe that the TCO will be significantly 

better than some competitor's, when we have recognized this early enough, then the TCO tools 

are in use. Then we monitor if it was true or only theory what we have done" 

- Head of sourcing, Beta 

 

Risk avoidance consists of two main issues; risk minimization and standardization. To 

minimize the risks of an offering, it is typical that suppliers offer process guarantees of 

certain performance level for their customers. If this level is not reached, the supplier 

gets penalty. There was also discussion of the opposite situation and possibility to use 

so called “value guarantees”; if certain performance level is exceeded, the customer 

firm would share the “excess” value with the supplier. This would encourage the 

supplier to monitor the performance levels and to support customer properly after the 

equipment delivery. However, value guarantees raised questions whether the process 

equipment would have been over-sized already in the beginning, for the supplier’s sake 

of receiving extra bonuses later. Naturally in these cases, customer firms would feel to 

be fooled, and the gained trust level might be even destroyed quickly.  
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The other construct of risk avoidance, standardization means for example suitability 

with the existing assets. Customer firm tends to prefer those quotation options which 

include spare parts of which they might already have some stock, for example. 

Consequently, this reduces the capital needed for storage expenses. Therefore, 

standardization is important as comes to value-based buying practices because it 

enables better long-term value realization when the future stock levels can be kept in 

minimum. Firm’s tendency of favoring standardized equipment might favor those 

suppliers that are used to operate in large scale, and are ready to deliver exactly what 

customer needs.  

 

Value-based buying mainly deals with costs and the management of them in the long 

run, while other value-related factors should be taken into consideration as well. Third 

theme of how firms practice value-based buying is consideration of other than 

monetary value elements. It brings together the intangible dimension of value. 

According to the respondents, the role of ethics is constantly growing. Firms in the 

mining industry are careful when selecting the supplier, and one large area which has 

increased its importance in the recent years, is ethics and ethical concerns, such as 

corporate social responsibility (CSR). Firms want to be sure that they are dealing with 

suppliers that take care of their own part of social responsibility, besides having tax 

and other economic issues in proper condition. This is important not only for doing 

ethically proper business today but also in terms of future value realization, since 

business collaboration with suppliers who are not acting ethically properly, will cause 

also monetary troubles for the buying firm, too. Keeping on track of ethical issues is 

also important part of purchasing professionals’ work nowadays, as illustrated by the 

following quote;  

 
"we conduct self-evaluation of SCR to the firms. If there are any deficiencies or other signs, we 

make a bit harder query, and if there still is something, we proceed to auditing and even to 

development program" 

- Procurement manager, Beta 
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Value-based buying practices that were recognized from the data are collected to the 

table 6. 

 
Table 6. Practices to conduct value-based buying 

Theme Example 

Cost management Life cycle cost estimations 

TCO monitoring 

Risk avoidance Risk minimization 

Equipment and asset standardization 

Consideration of other than monetary value elements Ethics and CSR related issues 

 

4.3 Shift towards value-based buying practices 
 

According to the informants, there has been a shift in the recent years from price- and 

cost-focused buying towards more holistic approach of buying. This means that more 

and more factors that may have impact on long-term value-realization, are taken into 

consideration in buying situations. This has meant changes in the business operations, 

both internally and externally. The most mentioned thing related to internal changes 

is how the role of buying has changed from simple “recall buying” towards more and 

more central as well as strategic role of the whole organization. Internal appreciation 

has also increased remarkably, which is nicely described by the following quotes:  

 
"if it earlier was very clearly a support function (--) during the last five years its relevance has 

increased" 

- Head of sourcing, Beta 

"we (purchasing) have managed to create value for our internal customers”  

- Procurement manager, Beta 

“we (purchasing) have been available, the roles have been made clearer"  

- Procurement manager, Beta 
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Additionally, increased internal appreciation has been also noted in the organization 

hierarchy in the sense that reporting lines to the top management have been 

significantly shortened. The change in purchasing professionals’ role within the 

organization shows transition to more strategic direction, and therefore to more value-

based practices. This indicates of willingness to integrate purchasing with other 

business units, as well as to involve purchasing professionals in early phase of 

projects, and to utilize their competence as much as much possible. Logically, this turns 

up as increased competence requirement levels among purchasing professionals. The 

level of competence requirements has raised because in investment projects purchasing 

needs to be approached from wider perspective, and people need to understand how 

things are connected and what kind of causal connections there might emerge. 

Especially, it would be essential to understand how value will be realized of an offering 

in the future. In general, purchasing department as such is expected to do more than 

before. Therefore, the respondents implied that they are conducting internal training in 

order to educate purchasing employees to be capable of responding to the changing 

needs. All these activities indicate clear willingness to strategically involve purchasing 

professionals more so that value-based buying with long-term orientation could be 

practiced. 

 

When viewing the external changes that the case firm has faced in buying recently, 

there can be identified three kind of themes; contract-related, regulatory-related, and 

information-related. The first theme concerns different kinds of issues related to 

contracts, for example implementing new kinds of contract forms with the supplier. 

Especially, if buying is done on value-basis, it should be taken into consideration in the 

contract, for example in terms of different process guarantees. The respondents implied 

that the suppliers vary widely in this sense; some of them are forerunners in this by 

bringing new, flexible forms to the table still having clear procedures how to proceed 

with them, while some of the suppliers might be way behind and use more traditional, 

even rigid contract forms. However, the second theme is mutual to all of the suppliers; 

regulatory-related issues. Nowadays, each actor in the mining industry has lawyers 
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as back up to be on the safe side as comes to regulatory issues. Contract drafts need to 

be checked by lawyers in multiple phases during the purchasing process, both by the 

seller and the supplier sides. As comes to value-based buying practices, having lawyers 

to ensure regulatory issues is essential, especially if the parties are mutually aligning 

of sharing the realized the value with some percentages, for instance.  

 

The third theme, information-related changes, concerns the surrounding world and 

how it is changing especially in terms of information availability. This brings multiple 

benefits for the actors all over the different industries, but it also may set challenges 

particularly due to easy access to also that kind of information which was not available 

before. In addition, this concerns also information sharing between the customer and 

supplier; in order to conduct value-based buying, the parties need to be open for 

information sharing, but the limit of how much information is shared, might be difficult 

to set. All the changes that relate to moving towards value-based buying practices are 

summarized table 7. 

 
Table 7. Changes when moving towards value-based buying 

Type of change Category Example 

internal changes organizational changes role of buying 

organization structure 

competence requirements internal competences 

internal education 

resource availability resources 

external changes contract related contractual issues 

new contract form 

regulatory related regulatory issues 

information related information availability 
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4.4 Expectations towards value-based buying in the mining industry 
 

Firms may have different expectations or wishes towards making purchasing decision 

based on long-term value realization. There can be also recognized certain drivers 

which encourage into value-oriented buying, as well as barriers that hinder from doing 

so. These vary a lot even within the same organization and between the firms, but there 

can be identified some main categories how they can be divided. The aim of this chapter 

is to describe what kind of expectations, drivers or barriers firms in the mining industry 

may have towards value-based buying. 

 

In general, one of the most mentioned expectation regarding long-term value 

realization was avoiding downtime and maintenance breaks. These are very central 

aspects in the mining industry, since the equipment are sized so that the monthly, or 

annual production rates can be estimated as accurately as possible. That is why the 

continuity of the processes is of high importance. One quote illustrated this impression 

quite well: 

 
“(maintenance breaks) have to be aligned (with the supplier) that there won’t be any 

production breaks because they are huge economic losses if this kind of a process plant closes, 

and it causes production losses” 

- Project manager, Beta 

 

Fundamentally, it is important to try to avoid downtime in the industrial plant 

processes. The necessary maintenance breaks have to be carefully aligned with the 

supplier beforehand. In connection to downtime avoidance, and other maintenance 

breaks, the interviewees talked also about process guarantees. These are widely in use 

in mining industry, and require suppliers to make sure that the customer will get the 

process outcome what is promised. Even though downtime avoidance has directly little 

to do with buying, it is important to mention since maintenance and other production 

breaks affect significantly long-term value realization. 
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4.4.1 Experiences of value-based buying 

 

The case firm’s representatives have varying experience of conducting value-based 

buying. Roughly, the experiences are related to either internal issues, such as cost 

management and future investment planning, or to external ones, such as collaboration 

with strategic suppliers, availability of support (after the delivery) and supplier’s 

activity. In addition, third party related issues may be found, such as raw material 

quality and availability. Raw material limitations have very central and significant role 

in the mining industry because they will affect process outcome, and consequently, 

poor raw material quality may lead to economic losses and then also the long-term 

value realization gets complicated.  

 

The respondents mentioned that among the most important experiences they have of 

value-based buying is the possibility to plan future investments more accurately than 

before. Even though the decision-making and purchasing process themselves cause a 

lot of costs even before closing the deal, the money spent already then is worth it since 

it helps in planning the future investments: 

 
"if we are capable of estimating well the life cycle cost (--) it will ease significantly the next 

investment since we know that we don't have to put more money on this and that" 

- Project manager, Beta 

 

On the other hand, careful pre-planning phase limits the supplier selection alternatives 

to one or maximum two suppliers. Therefore, based on the experience, customer firm 

sees that if they are willing to conduct value-based buying, they are sort of forced to 

do it with very limited number of suppliers. This situation might favor the supplier as 

it knows being even the only one with whom the customer is having sales negotiations. 

However, due to the ultimate purpose of value-based buying, i.e. long-term value 

realization, eventually the situation should preferably be favorable for both parties. 

Experiences of value-based buying are collected to the table 8. 
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Table 8. Experiences regarding value-based buying 

Internal/external Type of experience example 

internal cost-related experiences life cycle costs 

TCO calculations 

future planning 

buying process costs 

monitoring of the impacts 

internal mind-setting old manners 

internal experience internal requirements 

focus of the business 

internal competences 

external experience of the suppliers delivery safety 

supplier reputation 

supplier's role support from the supplier 

supplier's competences 

supplier's activity 

collaboration 

Third-party related Factors which cannot be impacted raw material quality 

 

4.4.2 Drivers for value-based buying 

 

In general, respondents implied that supplier really needs to be capable of convincing 

the customer of the offering in the early phase of a sales case. This is essential 

especially when there is a desire of long-term collaboration. Suppliers might underplay 

the first stages of the tender process by presenting just a draft budget quotation for the 

customer, while that could be the specific spot to convince the customer. Even though 

typically the actors in the mining industry are close to each other, the respondents also 

pointed out that they do not have to be familiar with the supplier from the past. Also 

“new” suppliers are taken seriously, especially if they have for example TCO 

calculations to show in the beginning. This would drive firms for value-based buying 

since it would be easier to the buying firm to evaluate the alternative offering proposals, 

especially those ones which show clearly how value will be realized over time.  
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As comes to more specific drivers for value-based buying, there can be recognized two 

kinds of them; first, factors that would make the firm’s internal cost management 

easier, and second, drivers that are related to suppliers, mainly to their competences 

that the customer firm could utilize. The respondents implied that they would be 

encouraged easier to engage themselves into value-based buying if they got better tools 

in use, for estimation purposes and monitoring the business impacts of an offering 

they have bought. All the representatives would very warmly welcome that kind of 

tool which would be integrated easily and conveniently into their daily operations.  

 

Supplier related drivers concern mostly the capability of defining the customer’s 

problem, and then to be capable of constructing the solution to that particular problem. 

The respondents would appreciate also receiving alternative solution options, perhaps 

including a bit different technology but of which the supplier might have references 

from other customers. Buying firm appreciates alternative solutions proposed by the 

supplier, especially if the supplier does it self-actively. This gives an impression that 

the supplier is putting its best effort in order to serve the customer, and is interested in 

finding the best possible solution for customer’s problem. In general, reference cases 

are perceived as very reliable arguments in sales negotiations. Also, technical 

knowledge from the salesperson is expected, as illustrated by the following quotes; 

 
"it is better (from the supplier) to show some data measurements that they have this and it works 

like this, than having great slides drawing fancy pictures about things that are not based on 

facts" 

- Procurement manager, Beta 

 

"some calculations based on facts (--) and it also requires that seller, himself has to be expert" 

- Procurement manager, Beta 
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Another often mentioned driver was also the TCO calculations. It would drive customer 

firms into value-based buying if the supplier first, can calculate TCO as accurately as 

possible, and then second, show and justify it to the customer. Customer firm 

representatives seemed to be even frustrated with the fact that even if they asked for 

the calculations, suppliers seldom show them. Many of the respondents implied that it 

would be competitive advantage for those suppliers who are willing to show them, 

preferably spontaneously by themselves without asking. Many of the respondents 

mentioned competitive advantage, this quote as an example; 

 
“if the supplier can bring up and show the (TCO) calculations, yes, that would be a competitive 

advantage for them because nowadays almost no one brings up them (TCO calculations)” 

- Procurement manager, Beta 

 

Of course, it might be even a bit risky for the supplier in terms of showing TCO 

calculations “too early”. The supplier might feel giving helpful information for the 

customer even though there is not yet any kind of contract or other commitment 

between the parties. However, it would give an impression to the customer that the 

supplier is seriously putting a lot of effort on this particular project, and is interested in 

helping the customer in the best possible way. A general notion from the interviews 

was that customer firms do appreciate supplier’s activity and spontaneously presented 

alternative proposals.  

 

4.4.3 Barriers to value-based buying 

 

The first barrier which the case firm comes across is typically related to supplier’s 

capability of convincing and providing the customer with a reliable quotation 

which shows how the customer firm can realize value on the long run. Indeed, this 

is a prerequisite for value-based business exchange. When this barrier has been crossed, 

the barriers are mostly concerning firm’s internal issues, such as economic 

requirements in the short-run, or old, well-established purchasing and other functional 
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manners. Within the buying organization, one big challenge is to achieve affirmation 

of the outcome what that offering is bringing to the company in the long-run, as said 

by one respondent:  

 
“to justify having more money to that investment at that point with the argument that it will 

have shorter return on investment, that might be the only conflict” 

- Procurement manager, Beta 

 

Even if the general mind-setting has been changing in the recent years towards having 

close, even integrated business partnerships, and therefore, moving firms towards 

value-based buying with long-term orientation, there are still other opinions too, 

regarding the collaboration or mutual problem solving with the supplier firms. The 

main concern about this topic is that the customer firm may believe that the supplier is 

trying to sell some premium for extra price, while the same solution could be purchased 

cheaper. Very illustrative quotation describing this is the following: 

 
“we (ourselves) have to be able to define what we buy. We don't want that the supplier comes 

to tell us that you need this and that (--) as metaphor, we can drive Mercedes so that we don’t 

need to buy Rolls-Royce even though the seller wants to sell us that Rolls-Royce” 

- Procurement manager, Beta 

 

Furthermore, it is naturally wise to utilize customer firm’s own resources as much as 

possible, when evaluating the possibility of purchasing a turn-key project, for instance. 

However, some respondents considered that there might be also old, deeply rooted 

manners within the organization directing the way of purchasing practices. These 

manners may hinder from engaging into deep collaboration with suppliers, even if the 

firm might recognize the possibilities that mutual problem solving would bring. 

Therefore, it might be very challenging to change these habits, even if there could be 

willingness to do so. In contrast to suspicions about supplier’s willingness to sell “some 

premium”, it also came up in the interviews that customers could be more open for 
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supplier’s support in the solution planning for some specific problem they have, and 

this way utilize supplier’s knowhow more, as said by two respondents;  

 
“we are perhaps poor at asking and suppliers are poor at selling, and then we just continue 

the same as has been always done” 

- Head of sourcing, Beta 

“for some reason, we have tendency to have our own people very much involved in projects, 

and we buy even quite small pieces” 

- Procurement manager, Beta 

 

Additionally, confidentiality issues may hinder from value-based buying. When the 

respondents were asked how they view information openness with their supplier, 

regarding for example performance levels or process outcomes which would be needed 

in monitoring the business impacts during the operation, the problem did not seem to 

be the willingness to be open, but the problems might come with confidentiality and 

worry of revealing trade secrets that could end up to even competitors, as described by 

one respondent: 

 
"of course then all the, confidentiality and that competitors won't get our information etc.. So 

the problem is not that do we want to be open but perhaps there comes this (confidentiality)" 

- Project manager, Beta 

 

Process guarantees are widely in use in the mining industry, meaning that the supplier 

promises certain guarantee for the process outcome. If this is not reached, the supplier 

will receive a penalty which has been put in place in the contract phase. There has been 

some discussion also about so called value guarantees which are process guarantees 

the other way around; if the outcome is better than what was promised, the supplier 

would get some bonus for it. However, the respondents were hesitating quite a lot with 

these kind of guarantees, since it would bring up suspicion about the sizing calculations 

in the beginning. The respondents did not seem to be interested in value guarantees, 

due to that suspicion, while it was taken as “an interesting point” by one respondent: 
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"I don’t remember any supplier to even propose that if you get more output or something like that, 

that there would be some sort of bonus for the supplier. Pretty interesting point, yes" 

- Project manager, Beta 

 

To sum up experiences (table 8), drivers and barriers (table 9) related to value-based 

buying, it is important to remind of the varying opinions as comes to business 

operations in general; some of the respondents seemed to be open for new purchasing 

manners and to more collaboration with suppliers, for instance, while the others might 

favor sticking to traditional setting of having clear boundaries between own 

organization, and the one of supplier’s. The most powerful driver for value-based 

buying would be supplier’s capability of serving the customer as well as possible. As 

whole, this means careful definition of the need, and then proposing suitable solution 

for that. Additionally, accurate TCO calculations would convince the customer firm, 

and therefore, favor those suppliers presenting them. Internal mind-setting might be the 

biggest barrier to value-based buying practices, perhaps due to institutional rules and 

old, established purchasing and other business manners.  

 

Table 9. Drivers and barriers to value-based buying 

 Category Example 

Drivers Cost-related drivers TCO calculations  

TCO monitoring 

Future investment and other business planning 

Supplier related drivers Supplier’s competences 

Supplier’s references and reputation 

Supplier’s support and activity 

Barriers Internal capabilities Internal economic requirements 

Internal competences 

Internal mind-setting Old manners 

Internal resource allocation 

Confidentiality issues Supplier’s trustworthiness 

Information sharing 
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5 DISCUSSION AND CONCLUSIONS 
 

The aim of this study was to explore value-based buying in the mining industry. To 

conduct the research, three research questions were formed. Answers to the research 

questions are summarized to table 10.  

 
Table 10. Research questions and answers 

Research question Answer 

1. How do customers in the 

mining industry perceive value-

based buying? 

The case firm of this study perceives value-based buying from 

three perspectives; cost management, management of suppliers, 

and focusing on the core business. These perceptions were 

regarded as the wanted changes that the firm would like to make, 

to achieve more long-term orientation in the business operations. 

Cost and supplier management were taken as the most important 

aspects in doing business with long-term orientation, while the 

core focus of business and competitive field should not be 

forgotten. 

2. How do customers in the 

mining industry practice value-

based buying? 

There are three main practices how the firm is practicing value-

based buying; cost management, risk avoidance, and 

consideration of other than monetary value elements. Cost 

management and risk avoidance relate closely to each other. 

However, they are relevant to keep separated since risk avoidance 

was referring also to other than financial risk; suppliers’ ethical 

background and firm’s own CSR were considered as essential 

aspects of value-based buying practices. 

3. What kind of change does 

value-based buying require in 

the organization? 

To change the buying practices towards value-based buying 

practices sets both internal and external requirements for an 

organization. Internally, organization structure may change to 

integrate the units more closely, as well as purchasing 

professionals’ competence requirements are higher. Externally, 

the changes relate to requirements that are expected from 

suppliers and their support. In addition, contractual and other 

regulatory issues may ask for more careful evaluation. 
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Next, the findings of this study are reflected more specifically to the extant academic 

knowledge within this area. Based on this, new academic knowledge will be pointed 

out. The second sub-chapter of this section gives practical guidance for managers. 

Managerial implications of this study may be utilized both by the buying firms and 

their suppliers.  

 

5.1 Theoretical contributions 
 

From theoretical point of view, there has not been so much knowledge of value-based 

buying and practices that would aim for long-term value realization, in the fields of 

purchasing and supply chain management literature, and industrial marketing literature. 

Also, the knowledge of drivers and barriers to value-based buying, as well as the 

knowledge of needed organizational changes when moving towards value-based 

practices, have remained scarce. Therefore, this study makes three main contributions 

to the extant literature.  

 

First, firm’s internal perceptions to orientate into value-based buying seem to be 

the biggest barrier to it. There might be internal misalignment of value in general; 

employees in one business unit might perceive value rather on the short-term 

perspective, and then long-term benefit realization is not among the top interests, 

whereas employees in another unit might be ready to pay more today in order to achieve 

maintenance and energy cost savings later, for instance. This finding supports the view 

of internal value perception dissonance (Pinnington et al., 2016). Besides misalignment 

of value, there may be also differing opinions about utilizing supplier’s knowhow, even 

within the same organization; some respondents implied strongly their independence 

in defining the problem and need for that, while others might be ready and interested 

in even closer collaboration with suppliers, in order to receive the best suitable solution 

for their problem. If the organization’s internal environment is varying this much, it 

might be challenging to change the old way of operations into new one, even though it 

might be more beneficial for the organization as whole. Among others, institutional 
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theory (e.g.,  Meehan et al., 2016) could well explain the resistance to change the 

buying habits, due to institutionalized rules of what are firm’s own and its supplier’s 

responsibilities, for instance. Overall, even though the firm seemed to be willing to 

orientate into value-based buying practices because it may bring cost savings on the 

long-term perspective, there can be identified general lack of encouragement to do so. 

 

Second, purchasing department integration with other business units came also 

strongly forth in the interviews. The integration seems to come mostly visible in how 

purchasing is seen within the organization; the shift in the role of purchasing 

department from being a support function towards having very central role in projects. 

Also, the internal appreciation of purchasing unit has raised due to increased 

satisfaction among purchasing’s internal customers. The increased internal satisfaction 

rates might be the result of mimetic pressures in the organization; when purchasing unit 

has managed to serve one unit well, another unit might sort of mimic this phenomenon, 

which results in spreading satisfaction among the whole organization. This is how 

purchasing can gain meaningful influence in sourcing projects, as suggested by Tate et 

al. (2010). Respectively, this sets new requirements to the capability levels of 

purchasing employees in general, and also because purchasing professionals have been 

more and more involved in strategic planning. Both the increased respect towards 

purchasing as well as the more and more central and strategic role of it, emerge also in 

practice so that the reporting lines to the top management have been shortened.  

 

Third, firms in the mining industry tend to put a lot effort in supplier selection 

and how to manage the supplier base, since, among other things, supplier base 

management generally is perceived as efficient way to reach competitive advantage. 

Therefore, value-based buying practices that aim for long-term collaboration with 

trusted suppliers, require careful evaluation when choosing suppliers. The requirements 

towards suppliers are high; besides high level of technical know-how, the supplier must 

be capable of showing to the customer how a specific solution would realize value for 

the customer on the long-term perspective, by showing convincing TCO estimations. 
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However, at the same time when the respondents implied of preferring having few 

suppliers to whom shift larger volumes, they were also concerned about collaborating 

with single or maximum two suppliers in buying projects after the pre-planning phase. 

It seemed that there is lack of trust to some extent since these concerns regarded mainly 

supplier’s honesty as comes to price; single supplier would take the advantage of being 

the only supplier. This is reasonable concern but either having single or multiple 

suppliers, both situations have their pros and cons, for sure.  

 

5.2 Managerial implications 
 

The findings of this study help business managers in the customer firms in strategic 

planning and implementation of new kind of buying practices that aims for long-term 

value realization and brings cost savings on the long run. In addition, this section gives 

advice to supplier firms on how to better understand the buying practices of their 

customers, and therefore, to serve them better and in more meaningful way.  

 

For customer firms, this study offers three recommendations. First, auditing 

organization’s internal mind-setting helps in recognizing the spots within the firm that 

need to change in order to change the buying practices to more value-based direction 

with long-term perspective. This helps also in identifying the possible institutionalized 

norms that would hinder from moving towards value-based direction. Second, 

involving purchasing professionals more in strategic planning and integrating the 

business units more closely and openly enables steady basis to practice value-based 

buying because then purchasing can be approached from comprehensive, long-term 

perspective. Third, when building an organizational climate which is focusing more on 

long-term targets, employees would feel more committed and motivated working 

towards these goals. This would turn up as improved organizational performance.  

 

 



64 
 

Furthermore, this study gives two recommendations for the supplier firms. First, 

preparing proper TCO calculations and showing them to the customer already in the 

early phase of a sales case increases customer’s trust and willingness to collaboration. 

Moreover, developing easy-to-use tools how the customer would measure the business 

impacts of the offering would be warmly welcomed among customer firms. This also 

helps customer’s internal possibilities to make the investment, due to accurate planning 

data. Second, when the supplier firm wants to practice value-based business with long-

term perspective with its customer, it would be essential to contact the right people in 

the customer organization. Value realization might be better and more favorably 

perceived among strategic professionals, so when possible, contacting and 

collaborating with these people might lead to more successful outcome. 

 

5.3 Limitations and future research 
 

This study has three major limitations; first, the findings represent only one company 

Therefore, wide generalization is difficult to make, so that the phenomenon could be 

reflected to other organizations or even to other industrial fields. In the future studies, 

multiple case studies conducted in the mining industry, or in another process industry, 

would bring wider knowledge so that generalization could be done. Cross-field 

multiple case studies would be relevant to conduct only after multiple case studies 

conducted in single field, due to relatively unknown phenomenon as value-based 

buying still seems to be. It would important to first gather knowledge of one industrial 

field, and then compare it to another field, if possible. 

 

Second, the number of informants representing the buying firm was limited to only 

five. More interviews would be needed in the future studies of this topic since it would 

increase the possibility of making strength conclusions of one organization’s practices. 

Additionally, it would be relevant to clearly separate those who have strategic influence 

on the firm’s strategic decision-making, since value-based buying is relevant especially 

from strategic perspective.  
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Third, qualitative approach may set challenges for the quality of this study, mainly due 

to the researcher’s room for interpretation. Moreover, the single-case research design 

of this study may decrease external validity of this study. Therefore, in the future 

studies, qualitative research is needed in order to explore value-based buying to gain 

further understanding of its practices. Quantitative research would complement 

qualitative, if, for example, more exact knowledge would be gained of the business 

impacts that have been gained through value-based buying. 

 

In general, in the future studies, it should be emphasized that what kind of buying or 

purchasing is in that particular context. This study focused on strategic purchasing, and 

therefore all the findings relate to strategic side of buying. Operative, daily buying is a 

lot about seeking for the lowest price and being cost-efficient on the short run. 

Operative buying might be more typical in engineering houses or assembly companies, 

which do not have manufacturing of their own but are buying and assembling 

components for the deliverable equipment. It would be relevant to continue this 

research in process and manufacturing industries which make high value investments 

on the manufacturing equipment, and respectively, the process outcome has significant 

impact on the value realization. Preferably, the research would be conducted in those 

firms that have proper estimation and monitoring tools for value-based buying in use. 
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6 SUMMARY 

 
The purpose of this study was to explore how a mining industry firm perceives and 

conducts value-based buying. In the theoretical part of this study, value-based buying 

was viewed from the perspectives of four important themes found in the literature; 

supplier selection, purchasing integration with other units, firm’s internal perceptions 

towards value-based buying, and procuring complex performance.  

 

This study has three main findings. First, firm’s internal perceptions seem to be the 

biggest barrier to practice value-based buying. There are several reasons for that; for 

example, general misalignment of value within the organization, or different opinions 

about utilizing supplier’s know-how vs. defining the need by the firm itself. Second, 

purchasing integration with other business units seems to be an on-going trend both in 

the literature and in practice. Purchasing department’s role has changed from support 

function towards having more and more central role, and it is also strategically more 

important function in the organization. Third, as comes to value-based buying, supplier 

selection plays one of the key roles. Buying firm sets high requirements as comes to 

supplier’s technical know-how, and supplier must be also capable of showing 

convincing TCO of the offering. 

 

From practical perspective, this study recommends conducting internal auditing of 

purchasing practices in the buying firms. Moreover, involving purchasing professionals 

more in strategic planning helps in understanding the benefits of value-based, long-

term buying. In addition, goals that are set on long-term target, may motivate the 

employees in their work. For supplier firms, this study recommends to focus on the 

early phase of sales projects, in terms of preparing proper TCO calculations and 

showing them to the buying firm. Also, contacting the right people in the customer 

organization might favor in conducting value-based business that is beneficial for both 

parties.  
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