}g‘ LUT
«?® University

LAPPEENRANTA-LAHTI UNIVERSITY OF TECHNOLOGY
LUT School of Business and Management

Business Administration

Boris Perkio

Sustainable Value Propositions of European Digital Born Media Organizations

Examiners: Professor Paavo Ritala

Professor Olli Kuivalainen


https://intranet.lut.fi/

ABSTRACT

Lappeenranta-Lahti University of Technology LUT

School of Business and Management

Degree Programme in International Marketing Management
Author: Boris Perki6

Sustainable Value Propositions of European Digital Born Media Organizations

Masterds thesis

2020

140 pages, 16 figures, 7 tables, and 8 appendices

Examiners: Professor Paavo Ritala and Professor Olli Kuivalainen

Keywords: Sustainable value proposition (SVP), digital media organizations,
sustainable business model (SBM), stakeholder theory, reciprocal value creation

This thesis explores sustainable value propositions of six European digital media
organizations from the perspective of stakeholder theory. The objective of the study is
to find out how the case-organizations have developed their value propositions, what
kind of sustainability problems they address, and which stakeholders are involved in
their value creation processes. Additionally, the aim is to understand how the media-
organizations perceive their positionings as socially sustainable actors in the diverse
industry which as a whole has overgone a significant transformation characterized by
reshaping of business models, reformation of the competitive environment, and lately,
diminishing of public trust towards the news media at large.

The research was conducted as a qualitative multiple-case study consisting of a

purposive sample of six mission-driven case-organizations operating in the European

news-media industry. In order to form a concise understanding of the case-
organizationsd missions, value propositions,
archival data-items were first collected from publicly available online sources. Then,

to deepen the knowledge on the case-s ubj ect sd value propositd.i
positioning endeavors, and stakeholders involved, six semi-structured interviews were

conducted with the media-o r g a ni z a tleveb masaerst andpeditors. Finally, to
conceptualize the findings and to avoid biased interpretations, two in-depth media-

industry expert interviews were held in a semi-structured format.

The findings show that the case-organizations have identified journalistic-societal
sustainability problems for which they offer utility-and systems-level solutions through
differentiated value propositions. Building on their mission-driven approach, internal
resources, and reciprocal stakeholder value creation activities, the case-organizations
have cornered distinctive niche-positionings primarily in their local markets. In
conclusion, the author introduces a remodeled conceptual framework for socially
sustainable value proposition development in a multi-stakeholder value creation
setting.
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Tama tutkimus tarkastelee kuuden eurooppalaisen media-organisaation kestavia
arvolupauksia sidosryhmateorian nakokulmasta. Tutkimuksen tarkoituksena on
selvittaa kuinka kohde-organisaatiot ovat muodostaneet arvolupauksensa, minkalaisia
kestavyysongelmia ne tuovat esin, ja mitd sidosryhmia  ndaiden
arvonluontiprosesseihin liittyy. Lisdksi tavoitteena on ymmartaa kuinka media-
organisaatiot itse nakevat kestavaan liiketoimintaan pohjautuvan sijoittautumisen
yleisbn luottamuspulasta karsivalle toimialalle, jonka liiketoimintamallit seka
toimintaymparistd6 ovat viimeisten kolmen vuosikymmenen aikana kokeneet
huomattavia mullistuksia.

Tutkimus toteutettiin monitapaustutkimuksen strategiaa noudattaen ja laadullisia
menetelmid hyodyntden. Tapaukset valittiin tarkoitushakuisella otannalla, jonka
lopullinen tapausjoukko muodostui kuudesta eurooppalaisesta media-organisaatiosta
joiden toimintaa ohjaa taloudellisten tekijoiden lisdksi myos laaja-alaisemman
yhteiskunnallisen arvon luonti. Jotta voitiin muodostaa kattava kokonaiskuva kohde-
organisaatioiden toiminnan tarkoituksista, arvolupauksista, seka viestintakanavista,
aineistonkeruu aloitettiin  kokoamalla 94:n nimikkeen arkistoaineisto tapausten
julkisista lahteistd. Havaintoja syvennettin  kuuden kohde-organisaatioiden
johtohenkildsté6n kuuluvan edustajan haastattelulla, joissa keskityttiin tarkastelemaan
arvolupausten kehityskulkuja, organisaatioiden sijoittautumista, sek& néaihin
vaikuttavia sidosryhmia. Lopuksi haastateltiin kahta media-alan asiantuntijaa, jonka
tarkoituksena oli kasitteellistaa 10ydoksia seka pyrkia minimoimaan virheellisten
tulkintojen mahdollisuus. Kaikki kahdeksan haastattelua pidettiin puoli-strukturoituina
teema-haastatteluina ja arkistoaineisto kerattiin sisaltd-analyysin keinoin.

Tulokset osoittavat, ettd tapaustutkimuksen kohteena olevat organisaatiot ovat
tunnistaneet journalistis-yhteiskunnallisia ongelmia, joihin he tarjoavat hyoty-seka
systeemitason ratkaisuja differoitujen arvolupaustensa kautta. Organisaatiot ovat
sijoittautuneet padasiallisesti kotimaidensa mediakenttd&n niche-strategioiden avulla.
Toiminnassa korostuu arvolahtdisyys joka nojaa vahvoihin sisdisiin- ja ulkoisiin
resursseihin, joista jalkimmaisten osalta nousevat esiin vastavuoroisen sidosryhma-
arvonluonnin  mekanismit. Tutkielman lopputuotoksena esitelladn uudistettu
kasitteellinen viitekehys, joka tarjoaa puitteet yhteiskunnallisesti kestévien
arvolupausten kehittdmiselle sidosryhma-arvonluonnin liiketoimintaymparistossa.
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1 INTRODUCTION

Reporters Without Borders (RSF), an independent French-based non-governmental
organization (NGO) promoting freedom of information, publishes annually its World
Press Freedom Index, which ranks 180 countries' level of journalistic freedom (RSF
2020a). In their most recent index, the NGO has identified five interconnected crises
that threaten the future of journalism: a geopolitical crisis, technological crisis,
democratic crisis, crisis of trust, and an economic crisis. This spring, however, an
additional threat entered the scene without warning and has further fueled the bundle
of crises journalistic freedom is facing around the world. The Covid19-pandemic has
touched all of the areas mentioned above, giving rise to spreading of misinformation
and disinformation, sparked authoritarian control measures across the globe, and
provided new arenas for those in power to create political distortion. Amongst the
many other detrimental effects the pandemic has caused, these impacts have
evidently taxed the already low public trust in news and tested the bearing capacity of

the economically damaged media-industry at large. (RSF 2020b)

Although this thesis does not provide solutions to the crises threatening journalism, it
offers an insight into six digital-born media organizations that do their bit. A common
denominator between all the case-organizations is their mission-driven approach
towards enhancing industry structures and fostering the availability of trustworthy and
understandable news. Simultaneously, however, these organizations must deliver on
their value propositions i that are, promises of the value they offer to audiences i to
enable their contributions. In addition to these topics, the following chapters examine
multifaceted networks of stakeholders the organizations have involved in their
activities, and further, how these actors together create value, often beyond economic
measures. However, to get a grasp of the context, it is in order to begin by taking a
closer look at the media-industry at large, before the focus is directed on the emerging

digital media organizations that are of primary interest to this thesis.

1.1 Background

This section goes through the study background in four third-order subchapters. First,
the upheavals that have occurred in the media industry over the past three decades



are reviewed through relevant academic- and industry-specific literature. Then, a
variety of recent studies and survey reports showing the decline of public trust towards
the media sector are presented, followed by an overview of digital media organizations
that, as central parts of their businesses, have addressed important societal issues
concerning the media industry at large. In this examination (sub-chapter 1.1.3), the
aim is to review the scarce academic literature related to these emerging digital media

organizations, upon which the research gap is based in sub-chapter 1.1.4.

1.1.1 Transformation of the Media Industry

The emergence of the Internet started revolutionizing the way how people consume
news latest at the end of the 1990s, which initiated a variety of changes within the
news-media industry. The incumbent news outlets, by and large, were slow in moving
from their daily newspaper production cycle into the web, while new online platforms
were arising non-stop, providing consumers with an endless flow of free content
(Weber & Monge 2017; Nielsen, Nicholls & Shabbir 2016). Followed by these rapid
technological and behavioral developments, the intensifying competitive environment
pushed traditional publishers to renew their businesses that for long had remained
unchanged, relying mainly on print subscription fees and income from newspaper
advertising sales (Smith 2019; Stavre 2013).

Media organizations' response to the decreasing of newspaper subscriber base and
plummeting print advertising revenues was first to introduce multi-platform delivery
and distribution models, that in addition to print, provided news content available also
in multiple digital formats and platforms (Doyle 2015; Doyle 2013). In terms of income,
this transition came in many forms. Different news-outlets adopted a broad range of
revenue models to fund their digital content, including free advertiser-supported, full
paywall, and metered - (also called adaptive, see, e.g., Davoudi et al. 2018) or
freemium-models, in which readers could access only a limited number of articles or
a narrower content category for free before a paid subscription was required (Simon
& Graves 2019; Evens, Raats & Von Rimscha 2017; Casero-Ripollés & lzquierdo-
Castillo 2013). Although many publishers were able to partly offset their declining print

subscription- and advertising revenues with digital counterparts, this turned out to be



mostly a temporary solution. During the latter half of the 2000s, the industry's total
advertising revenues in the US and Europe begun their steep and consistent downhill,
mainly caused by the growing dominance of Facebook and Google in the online
advertising market (Statista Research Department 2020; PEW Research Center
2019a; PWC 2016).

Shrinking of advertising income was especially disastrous to many media outlets that
had adopted free advertiser supported revenue models upon moving to multi-platform
distribution, and at first, only a few news outlets were able to sustainably monetize
with premium digital content (Fletcher & Nielsen 2016). In the meanwhile, most of the
incumbent actors still received the majority of their revenues from print circulation
(Chyi 2017), although the newspaper market in the US and Europe had been in a
downward-facing trend since the late 1990s (PEW Research Center 2019a; Statista
Research Department 2020). Moreover, search engines and social platforms, such as
Google, Facebook, and Twitter, were becoming ever more successful in capturing the
limited time and interest of audiences (Hollifield & van Loon, in Altmeppen 2017, 225).
These developments led to a state where the news industry as a whole was forced to
transfer significant parts of distribution control over their content to these same digital
intermediaries in order to secure incoming traffic, and thus also advertising revenues,
into their digital publications (Nielsen & Ganter 2018; Cestino & Berndt 2017; Glnzel
& Holm 2013).

In 2018, Facebook adjusted its algorithm to reduce news distribution on users'
newsfeed, which hurt especially the media outlets that had been relying mainly on the
dominant social media platform in news story distribution and traffic generation
(Nicholls et. al. 2018). During the second decade of the century, many newsrooms in
the western world were struggling on multiple fields, since advertising revenues had
collapsed, intermediary platforms were gaining in distribution power, and print
circulation was steadily decreasing while consumers were not willing to pay for digital
content at the extent needed (Nielsen & Ganter 2018; Chyi 2017; Doyle 2013). It
should be noted, however, that there were (and increasingly are) also success stories
among the traditional newspapers' transition to digital delivery and paywalls. For
instance, news-giants like the New York Times (US), Financial Times (UK) and The

Guardian (UK) were well ahead of the competition with their relatively successful



digital pay models already in the early 2010's (T6th & Term 2012) and these success
stories, both in terms of digital advertising revenues and digital subscription growth,
seem to have continued ever since (Forbes 2019; The Guardian 2019; Niemenlab
2019). In the Nordics, the industry transition to digital platforms and paywalls took off
somewhat slower, and for long, many Nordic publishers were struggling with their
strategic direction and business model innovation (Lehtisaari et. al 2016; Lehtisaari &
Gronlund 2015). However, recently the large-scale Nordic players like Schibsted and
Sanoma have managed to grow their digital subscriber base significantly and to turn
their businesses back to profitable paths (Sanoma 2019; Schibsted Annual Report
2019), which reflects the recent increases in paying for online news in the Nordics as
a whole (Nicholls et. al 2018). Noteworthy is that Germany as the largest newspaper
market in Europe has been considerably slower in transforming their paying
readership from print to digital than their US or Nordic counterparts (Nicholls et. al
2018), and many of the large publishers in Germany are still heavily reliant on print

distribution revenues (Lehtisaari et al. 2018).

Overall, the digital upheavals resulted in significant layoffs and restructurings of
journalists' job descriptions throughout the industry (PEW Research Center 2019b).
Amid these economic and technological challenges, also the role of consumers had
transformed from static readers to active multi-device participants (Wikstrom & Ellonen
2012), which in-part pushed news agencies to focus on two-way connectivity with the
audience and to further integrate a variety of social media functionalities into their
digital platforms (Doyle 2015). The growing importance of trackable user traffic data
and public unawareness of its use (Bechmann et al. 2016; Evens & Van Damme
2016), consolidation of news distribution power (Nielsen & Ganter 2018; Bechmann et
al. 2016) combined with the political division of the industry in the USA and Europe
(Jones & West 2017; Caiani & Kroll 2017; Greer & McLaughlin 2018), and diminishing
numbers of newsroom staff (PEW Research Center 2019b) started raising increasing

worries of trust towards the news media industry among the public.



1.1.2 Declining Trust in Media

Trust is an essential indicator in the institutional context of journalism due to the
mindset the general public share of the news media's societal function (Bardoel &
D'Haenens 2004, 188). Moreover, historical events, such as the financial crisis in
2008, have shown how powerful the negative consequences resulting from the loss of

trust in an institution or an economic actor can be. (Altmeppen et al. 2017, 227-228)

According to Reuters Digital News Report (Newman et al. 2018), public trust in news
reached worryingly low levels in most countries by 2017. This negative trend has been
primarily a result of public concerns related to the polarization of the media, unjust
political influence on the news, and the "hate speech" phenomenon, which further
initiated a widespread discussion on what can be said within the frames of Freedom
of Speech and what is considered as non-tolerable, threatening assaults against a
particular population group (Seglow 2016; Yong 2011). In addition to the Reuters
study, also other recent barometers and surveys have reported similar concerns
regarding the public trust in media. Last year, the Edelman Trust Barometer (2019)
identified growing concerns about media brands' impact on society. Here, on top of
the list of societal-oriented concerns were fake news and misinformation, the public
concern being most substantial in western democracies such as France, Germany,
UK, and the US (Edelman Trust Barometer 2019, 30).

In the US, an extensive Knight Foundation survey (2017) consisting of a sample of
over 19 000 Americans found, that more than 80% of the population perceived the
news media vital to democracy, but most of the respondents were not happy about the
current way the media is implementing its public mission. Also in this survey, fake
news was at the top of the list of public concerns. In the most recent Reuters Digital
News Report (Newman et al. 2019), the global survey results indicated an all-time low
trust level towards the news media, in which the most significant decreases were
shown in countries such as Finland, Germany, and the UK, where trust in the news
has traditionally been relatively high (Fletcher 2020). In this connection, the European
Broadcasting Union's Trust in Media study (EBU 2018) argued, that the historically low
media trust levels have most importantly been a result of shallow public trust in the

"new media,” meaning the diverse online-media platform and social networks,



whereas people still tend to strongly rely on the traditional broadcast media, radio, and
TV. Similar to the previous findings, also this study, based on Eurobarometer media-
use survey data (Eurobarometer 2017), reported fake news, misinformation, and
disinformation as the main concerns among the public. These EBU's findings from
2017 are consistent with the most recent Eurobarometer surveys emphasizing that
people are less likely to trust online sources while most of the respondents still sustain

high levels of trust in the conventional media sources (Eurobarometer 2019; 2018).

So, with all this data and knowledge on the troubled state of the media business and
public mistrust toward the new digital media in particular, one could wonder, how have
the industry actors addressed these issues? Indeed, many large media-organizations
have been strengthening their corporate responsibility agendas and joined in alliances
such as the Responsible Media Forum (RFM 2020), which has also underlined the
importance of tackling these challenges through research. In their recent future report,
the RMF suggested the industry to focus on enhancing user-privacy functions, to
invest in CSR and transparency, and to strengthen their value creation capabilities
through diversification of stakeholder networks (Toennesen 2017). Also Reuters
Institute for the Study of Journalism report has noted, that perhaps the media industry
has been focusing too much on acquiring new technology partly at the expense of
journalistic value (Posetti 2018), while another recent Reuters essay has emphasized
the fundamental demand for distinct and valuable journalism (Nielsen 2020). Quite the
contrary, however, some large European industry operators, including Responsible
Media Forum participants, have still recently highlighted technology and data-driven
approach to journalism as their main future directions and strategic cornerstones
(Bertelsmann 2020; Schibsted 2020; Sanoma 2018; Atresmedia 2018).

1.1.3 Digital Born Media Organizations

Perhaps as a counter-reaction to the above-described state of the media industry and
its weakening position in the eyes of the public, many natively-digital media outlets
have recently emerged with strong societal agendas challenging the traditional ways
of working. In this thesis, such media-outlets are called digital-born media
organizations i a well-descriptive term initially coined by the Reuters Digital News



Project scholars (Nicholls, Shabbir & Nielsen 2016). Despite their similarities, digital-
born media organizations have emerged with a manifold of approaches to journalism,
commonly characterized by early success in raising external funding. For instance, a
Dutch-based digital news-platform De Correspondent, whichmanaged t o r ai se U
million through a crowdfunding campaign in 2018, came out with a strong message on
their homepage: "News as we know it leaves us cynical, divided, and less informed.
Together we can change that" (De Correspondent 2020). Brut, another successful
digital media startup initially from France, just recently raised $40 million from various
investors while operating under a mission of engaging millennials and younger
generations through social dialogue over things that they perceive to matter the most
to their target audiences, such as societal impact and environmental issues
(Streetinsider 2019).

In the US, BuzzFeed invested in an investigative journalism branch "BuzzFeed
Investigations" with a dedicated website and team of investigative journalists
(Holcomb & Mitchell 2014), and Huffington Post, which was acquired by AOL in 2011
operating nowadays as HuffPost in 15 countries under Verizon Media, states its
mission to be "know what is real” and "work for exposing bad things and shout gotcha!"
(HuffPost 2020). Similarly to the above, the US-based Vox Media states to provide its
audiences with "candid shepherding" through explanatory journalism amid information
overload and lack of context (Vox Media 2020). It should also be noted, that over the
past decade, multiple new digital media startups with various business models in the
US and Europe have arguably created most of the new jobs in the industry of declining
staffing figures, which further supports the growing significance of this industry
segment (Wrenn 2019; Carlson & Usher 2016; Holcomb & Mitchell 2014; Jurkowitz
2014).

By focusing on digital-born media organizations in particular, this thesis does not argue
that the incumbent media-organizations or individual journalists withdraw from value
creation in a broader societal context, lack corporate responsibility agendas, or do not
explicitly commit and contribute to journalistic values and ethics, since most actors in
the media industry certainly do (See, e.g., Olkkonen 2018; Ingenhoff & Koelling 2012;
Hou & Reber 2011; Wilkins & Coleman 2005). Nor does the thesis argue that the

emerging digital media organizations always live up to their socially ambitious



statements, since not all of them always do (Harper 2015; Helmore 2019; Hazard-
Owen 2019). However, the previously revisited upheavals in the media-industry,
decreased public trust in the news, and the evident emergence of mission-driven
digital media startups provide fruitful premises for academic exploration, especially

from the perspective of value creation among this group, for the following reasons.

Firstly, throughout the recent two decades, the majority of media scholarly interest has
been in large media-organizations, and more specifically in the fields of digital
transition (Weber & Monge 2017; Doyle 2015; Doyle 2013; Mitchelstein & Boczkowski
2009; van Weezel 2009; Bressers 2006), strategic media management (Oliver 2018;
Jantunen et al. 2018; Stavre 2013), business models (Rachinger et al. 2019a;
Cozzolino et al. 2018; Evens et al. 2017; Casero-Ripolles & Izquierdo-Castillo 2013;
Wikstrom & Ellonen 2012), and in the broad spectrum of corporate responsibility
issues (Olkkonen 2018; Bachmann & Ingenhoff 2017; Ingenhoff & Koelling 2012; Hou
& Reber 2011; Gulyas 2011; Wilenius & Malmelin 2009; Christians & Nordenstreng
2004), journalistic ethics (Méacia-Barber 2014; Lazaroiu 2011; Martin & Souder 2009;
Ward 2008) and accountability challenges in the media industry (Morland & Deslandes
2017; Baisneé et al. 2012; Stern 2008; Plaisance 2000). Secondly, the broad business
model literature in media context has been primarily focusing on distribution and
revenue models (Davoudi et al. 2018; Holm 2016; Sjgvaag 2016; Brandstetter &
Schmalhofer 2014; Barland 2013; Chyi 2005), whereas value propositions have rarely
been treated as pivotal subjects to analyses despite the widespread academic
consensus on the value proposition concept as one of the core elements of a business
model (Morris et al. 2005; Johnson, Christensen & Kagermann 2008; Richardson
2008; Osterwalder & Pigneur 2010, 22; Teece 2010). Finally, within the frames of this
examination, new digital media outlets have been left in lesser attention, although

some recent scholarly efforts in this area can be recognized, as follows.

Perhaps the most significant examination in the field of new digital media's strategic
management has been the Reuters Digital News Project during 2016-2018 (Nicholls,
Shabbir, Graves & Nielsen 2018; Nicholls et al. 2017 & 2016), which studied three
purposive samples of 7-13 online news-outlets, that they called "digital-born media
organizations." The three-year research project comprehensively analyzed the funding
models, distribution strategies, and editorial priorities of the subject organizations.



However, it paid very little attention to what kind of elements there are to the value
propositions of these organizations and how they communicate their offerings to
audiences. In fact, none of these papers even mentioned the value proposition

concept.

Where the Reuters samples consisted of both for-and not-for-profit organizations,
Coates-Nee (2014) focused only on non-profit digital news media organizations'
funding models and their perspective on accepting governmental subsidies to sustain
their socially important journalistic efforts financially. The study concluded that the
startups are, in most cases, reluctant to accept direct subsidies due to potential
conflicts of interest. Similar findings from the non-profit sector were also made by
Carvajal, Garcia-Avilés & Gonzélez (2012), who emphasized transparency, user
involvement, and editorial control on financial resources as primary success factors to
crowdfunded public interest journalism. It appears that crowdfunding as a revenue
model comes with a variety of new kinds of ethical challenges to journalism that,
according to Porlezza & Splendore (2016), could be dealt with two exclusionary
strategies. The study concluded that in open journalism strategy, a variety of
stakeholders, such as the audience and funders, should be included in the production
of content and encouraged in dialogue with the publisher to foster transparency and
collaboration. By contrast, in a closed system strategy, an alternative to open
journalism, journalists should emphasize their independence and retain complete

editorial authority within the publisher.

Contrary to the previous studies, Carlson & Usher (2016) focused only on for-profit
news-startups based on their financing models that were relying on external funding,
such as venture capital investors or larger firms. The authors examined a phenomenon

of news startups' "manifestos” that, similarly to value propositions, offer insight into the
positioning efforts companies make when they communicate their product offerings to
target audiences. The research approached the manifestos through "metajournalistic
discourse" intending to interpret the startups' missions behind their journalistic
practices. The study found that the news startups are not seeking to change the
traditional journalistic ideals or objectives, but instead, they are trying to legitimize their
positions through critique towards the conventional ways of working while drawing

associations about what journalism could be if it were to be improved through these



startups' innovations (Carlson & Usher 2016, 12-13). Although the research was
mainly based on interpreting the narrative of the sample organizations' manifestos,
that perhaps in business language could also be called value propositions, the results
indicated that the new media startups aim at differentiating themselves from incumbent
organizations through distinctive communications and critique towards the industry's
current courses of action, while simultaneously bringing forward the ideals of

journalistic responsibilities toward society at large.

1.1.4 Research Gap

Based on the literature review presented above, this thesis addresses an evident
research gap between the scarce and conceptually limited examination concerning
sustainable value propositions within the context of digital-born media organizations
and media-management literature at large. In this connection, the author has identified
an overarching research problem of disparity between what media-organizations are
offering to their audience, and what the public expectations toward the industry actors'
current delivery are. In other words: Since it appears that the audience is not happy
with the current ways the media-industry is performing while media-organizations are
struggling with sustainable value creation, isn't there an opportunity to craft
sustainable value propositions to fill that trust gap? Shouldn't especially the new digital
media organizations aim at delivering these trust-benefits to their target audiences,
given the fact that the diverse online media field is the one in which the public seems

to have a hard time establishing trust with?

In addition to the lack of contextual evidence, also a broader theoretical research gap
can be identified. The scant academic literature available on sustainable value
propositions indicates that the social dimension of the triple-bottom-line has been left
with significantly less attention than what scholars have been giving to the
environmental and economic dimensions of sustainability (Rotondo et al. 2019; Kristen
& Remmen 2019; Antikainen et al. 2019; Manninen et al. 2018; Patala et al. 2016;
Mdller 2012). Recently, more research has been called for to fill this shortage (Bocken
et al. 2019; Freudenreich et al. 2019; Schaltegger et al. 2019). Guided by this research
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gap and the overarching problem addressed above, the research aim and questions
are laid out in detail in the next sub-chapter 1.2.

The author believes that the academic relevance of this study is well justified due to
the identified deficiencies in both the context-specific and sustainable value
proposition literature. Moreover, the background overview presented in this chapter
has indicated the managerial relevance. It is evident that media-organizations,
especially in the US and Europe, are in urgent need of both financially and socially
sustainable business models, including better-fitting value propositions and enhanced
stakeholder relationships. Finally, the societal relevance of the study is conclusive.
The news media has a critical mission to act as a guardian of democracy, as a
"watchdog," and as a trusted provider of reliable information for the general public
(Morland & Deslandes 2017; Baisneé et al. 2012; Stern 2008). Currently, however, it
is quite unclear how the industry actors perceive their multi-dimensional role, and
whether there is a burgeoning phenomenon of new digital media organizations that
are building their businesses with values-driven premises. Who knows, if these
emerging actors carry the potential to change the direction of the industry for the better

and retrieve public trust in the news media at large?

1.2 Research Aim and Questions

As noted in the previous background overview, there are a variety of emerging digital
media organizations entering the industry, which as a whole has overgone a significant
transformation characterized by difficulties in establishing sustainable business
models while suffering from the loss of trust in the eyes of the public. Although the
theoretical approach and focal concepts to this study are discussed more in-depth
throughout the next two chapters, for the sake of clarity, it is beneficial to briefly present

the terminology connected to the research aim and questions below.

According to Liudeke-Freund (2010), a sustainable business model is "a business
model that creates competitive advantage through superior customer value and
contributes to the sustainable development of the company and society'.” Within these
frames, Bocken et al. (2014) suggest that at the core of a sustainable business model

is a sustainable value proposition, which enables value creation for many different
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stakeholders at the same time, including, e.g., customers, suppliers, shareholders,
and society. In this connection, it is important to note, that both of these views
mentioned above are consistent with the theoretical approach of this thesis,
stakeholder theory, which begins with an assumption that value creation and trade are
effective in the long term mainly because there are multiple stakeholders associated
with and benefitting from these value processes (Hatherly et al. 2020; Barney 2018;
Freeman et al. 2010, 9). Freeman et al. (2010, 95-97) also highlight that a trustworthy
reputation provides a firm with numerous opportunities for creating competitive
advantage, which, after all, is based on the co-creation of value between many
stakeholders.

Drawing from these bases, the purpose of this thesis is to find out what kind of
sustainable value propositions the digital-born news organizations have formulated,
how and why have these been developed, and which stakeholders are involved in the
value process. Through analyses of the case-organizations' publicly available
disclosures and stakeholder interviews, the aim is to add context-specific insight on
the existing literature concerning European digital media outlets and contribute to
preceding scholarly efforts within stakeholder theory and in the literature streams of
sustainable business models and sustainable value propositions. However, as this
explorative thesis is part of the broader LUT University-led research project "Media
Organizations in the Era of Contradiction: Towards Sustainable Business Models," the
overarching objective is to precede the research team's subsequent work with

sustainable business models among European media organizations.
Based on the study objectives and the context-specific literature reviewed in the
previous subchapter, the following research questions (RQ) and supporting questions

(SQ) have been formulated:

RQ 1. What kind of sustainable value proposition designs are there

among digital-born media organizations?

SQ 1.1: What kind of sustainability problems are the organizations

addressing through their value propositions?
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SQ 1.2: How have the value propositions been developed?

SQ 1.3: Which stakeholder groups are involved in the value

creation process?

As was found in the background review, none of the previous academic efforts within
the digital media-organization context have examined the value propositions of their
respective samples per se. However, during the preliminary screening of the case
organizations' archival data subject to this thesis, it appeared that many of these are
communicating their value propositions with broader societal meanings and agendas.
Therefore, the main objective in the attempt to answer RQ1 is to map the case
organizations' value proposition designs, development, and possible sustainability
elements in them. Moreover, within the theoretical grounds for the study, the aim is to
identify the involved stakeholder groups and beneficiary relations in the process of

value creation, sharing, and capture (See, e.g., Freudenreich et al. 2019, Figure 1).

RQ 2: Why have these organizations integrated sustainability

agendas in their value propositions?

SQ 2.1: What kind of benefits the organizations seek to achieve

through sustainable value propositions?

SQ 2.2: How do different stakeholders benefit from the value
created?

SQ 2.3: How do the organizations perceive that their value

proposition impacts on their positioning in the market?

In case studies, it is often appropriate to ask questions starting with why, especially in
the circumstances with contemporary phenomena and few existing answers (Yin

2009, 13-14). This evidently is the starting point of this study, which aims to clarify the
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motives and drivers behind the case organizations' value propositions. RQ 2 is stated

to provide answers to these unknown factors.

In any value creation activity, an organization should make its business decisions
based on how and to what extent the received benefits exceed the costs related to
that activity (Amit & Zott 2012). However, where costs are often easier to quantify,
benefits commonly appear in many forms and are more subject to time-horizon of
expected returns (Schoemaker et al. 2018; Freeman 2010, 27). This difficulty in
interpretation is emphasized especially in an attempt of creating societal- or shared
value for many stakeholder groups (Crane 2020; Porter & Kramer 2011: Orlitzky et al.
2003), which is why SQ 2.1 seeks to clarify the multifaceted benefits the case-
organizations perceive they receive from the development of sustainable value

propositions.

According to Kotler & Keller (2016, 297-298), positioning is a vital element of a firm's
strategic marketing. Based on offering and brand image, positioning should be
carefully designed to corner a distinctive space in the target market. Thus, any
positioning effort should always be considered in relation to the external market
environment of a company. Referring to Webster (1994, 107-108), Rintamé&ki et al.
(2007) note, that value proposition, although not limited to communications only,
connects to an organization's positioning statement due to its focus on defining the
target customer, reasons for purchasing, and explicit communication about the
offering. However, Payne et al. (2017) emphasize that despite their conceptual
similarities, positioning statement and value proposition should not be confused with
each other since where the prior is considered primarily as an element of a firm's
marketing communications plan, the latter is regarded as a strategic tool that facilitates
communication of an organization's resources and value offering. Therefore, in the
context of this study, positioning and positioning statements act as essential points of
interest for two reasons. Firstly, the similarities mentioned above between the
concepts, especially in terms of communications, indicate that in practice, some
organizations might communicate their value propositions outwards through their
positioning statements. Secondly, since sustainable value creation is always
dependent on the competitive environment of the market (Porter 1985, 5), the case

organizations' perceptions on their value proposition-based positionings (relative to
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other market actors) are significant in the examination of their value creation

processes in the broader stakeholder scope.

1.3 Theoretical Framework

Stakeholder theory (Freeman 1984) has recently been gaining attention among
business scholars and practitioners across multiple disciplines (Freeman, Phillips &
Sisodia 2020; Barney & Harrison 2020; Business Roundtable 2019) and especially
strategic management researchers have begun interpreting stakeholder approach as
applicable with some of the more traditional economic theories (Hatherly et al. 2020;
Freeman et al. 2010, 84). This trend can also be seen in the broad business model
(Alcaniz et al. 2020; Freudenreich et al. 2019; Evans et al. 2017; Tantalo & Priem
2016) and value proposition (Baldassarre et al. 2017; Frow & Payne 2011; Lusch et
al. 2011) literature where stakeholder theory has often been applied. Moreover, the
stakeholder approach has been widely utilized in media studies, especially in
examinations related to corporate responsibility in media organizations (Olkkonen
2018; Bachmann & Ingenhoff 2017; Martin & Souder 2009; Morland & Desslandes
2017) and articles discussing media accountability or journalistic ethics (Stern 2008;
Richards 2004; Plaisance 2000).

Given the above-mentioned literature and the complex, multi-stakeholder value
creation environment where the media organizations subject to this study operate in,
also this thesis approaches the topic from the perspective of stakeholder theory. The
theoretical framework directs the course of the study and is further complemented with
the relevant streams of literature and concepts central to the context and phenomenon

under examination. Figure 1 presents the theoretical framework.
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Focal Branches of Literature

Creating Shared Value
Sustainable Business Models

Sustainable Value Propositions

Focal Concepts

Theoretical Approach

Business Strategy

Positioning

Business Models

Stakeholder Theory

Value Proposition

Figure 1. Theoretical framework.

In the following chapters 2 & 3, the theoretical approach, focal literature fields, and

concepts presented in figure 1 are discussed in-depth.

1.4 Delimitations

Where the methodological limitations concerning this study are explained in chapters
4.4. (Reliability & Validity) and 6.5 (Limitations & Future Research Directions), this

section addresses the conceptual and contextual boundaries to be considered.

Firstly, this thesis approaches the context of European digital-born media
organizations from the perspective of stakeholder theory, including the concepts
intimately connected to the theory (see figure 1). Given that the study findings can be
observed from various theoretical angles, the constraints of the approach selected for
this thesis should be taken into account when interpreting the results.

Secondly, as is described in chapter 3, the conceptual position of the phenomenon
under exploration (sustainable value propositions) is central to the considerably
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broader concepts of business strategy and business models. Therefore, multiple units
of observation have been included in this study (See Appendix 3, Coding Scheme).
However, due to the time and resource constraints limiting the exploration, this thesis
does not cover all aspects of those interconnected concepts. For instance, a frequent
topic of interest in business model literature is the linkage between a specific business
model element and the financial performance of a given firm (Schaltegger et al. 2019).
In this thesis, however, the phenomenon of sustainable value propositions is observed
with an interpretivistic philosophy seeking to understand meanings and social
constructs within the case-organizations and their stakeholder networks (Saunders et
al. 2016, 168). Therefore, the thesis does not draw any positivist conclusions or make
assumptions of potential interdependencies between different variables connected to

the phenomenon.

Finally, the findings of the explorative thesis are primarily context-specific, and should
not be directly connected to the broader umbrella context (the media-industry) as they
are presented here. In this regard, the study aims to examine these particular case-
organizations in-depth and seeks to build the theoretical constructs presented in
chapters 2 & 3 (Eisenhardt 1989; Yin 2009, 43). However, also these results should
be treated with care, given the explorative nature and partial narrowness of the

empirical evidence.

1.5 Definitions & Abbreviations of Key Concepts

In this sub-chapter, key concepts repeatedly used in the thesis are defined. It should
be noted that in academic literature, most of the concepts commonly have various
definitions that often are context-specific and have changed over time. Nevertheless,
the concept references provided below have been selected to clarify the context and
narrative of this study, although the author accepts that alternative interpretations do

exist.

Corporate Social Responsibility (CSR) and Corporate Responsibility (CR)

Carroll (1979) categorizes a wide range of different obligations that businesses have

towards society into a cumulative continuum of four groups: Economic responsibilities,
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legal responsibilities, ethical responsibilities, and discretionary responsibilities. The
first responsibility any business has towards society is to provide goods and services
that society desires and sell them at a profit. Without fulfilment of this responsibility, a
business cannot exist. Secondly, this economic mission must be met within the frames
of legal requirements society has set for companies. Thirdly, a company also has
ethical responsibilities that are not clearly defined. However, these responsibilities can
be considered as additional behaviors and activities that are not necessarily codified
as binding regulation but apply as implicitly expected rules set by society. Finally,
discretionary responsibilities are those that are conducted by firms from a voluntary
basis, such as philanthropy and engaging with community activities. Because CSR is
seen as a continuum, it is crucial to recognize that firms can move from one category

to another in time.

Although corporate responsibility is often used synonymously with corporate social
responsibility (Crane & Glozer 2016), the main difference in terminology is, that where
the latter focuses on the social responsibilities of a firm, the prior includes multiple,
often interconnected, responsibilities in the equation. For instance, Heikkurinen &
Makinen (2018) address corporate responsibility through three principle perspectives,
economic, critical, and politico-economic, that can be used in the responsibility
analysis of a firm. Within this interpretation, all perspectives include both the societal
and organizational levels of analysis, and where the economic perspective primarily
deals with the economic responsibilities discussed above, the critical perspective
challenges the whole existence of "responsible corporate action," claiming this to be
only a disguised tool that is used to advance firms' managerial and political objectives.
The politico-economic perspective goes even further, and not only challenges the prior
two but also assumes that firms and civil society actors should be seen as equal and
free participants in enhancing the common good in deliberative democratic

environments while basing decisions on what is ethically right.

Digital Transformation of the Media

According to Lugmayr & Grueblbauer (2017), the digital transformation of the media
is characterized by three main drivers that have affected the whole industry: An

increasing number of connected consumers, global online content distribution &
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intermediation, and an increase in digital media advertising spending. These drivers
have initiated organizational processes of developing and acquiring new technology,
which has partly also displaced the human workforce and re-structured operational
duties. Moreover, new partnerships, especially with the digital intermediaries, have
become essential to media-publishers, and thus remodeled the stakeholder landscape
within the industry, while connected consumers have adopted a new active role as

participants within the media value-chain.

Media Responsibility, Media Accountability & Journalism Ethics

The underlying proposition of media responsibility is that organizations within the
industry have responsibilities toward the general public's interest that reach far beyond
the organizations' business responsibilities. Therefore, media professionals should
ensure that views and opinions of different population groups are adequately
represented in the media and that the general public has access to information where
they can form fact-based opinions on relevant social issues. (Wilenius & Malmelin
2009)

McQuail (2005, 207) define media accountability as "voluntary or involuntary
processes by which the media answers directly or indirectly to their society for the
qguality and/or consequences of publication." Adding to this definition, Heikkila &
Domingo et al. (2012) note, that media can be held accountable before, during and
after publication, to a variety of stakeholder groups within a society, that includes at

least the state, market, professional community, owners, and audiences.

According to Ward (2008, 139), journalism ethics is a type of applied, or normative
ethics, that often guide practice in many fields. Applied ethics appear in two forms:
Firstly, in arguing specific principles and philosophies associated with ethics, and
secondly, in applying these philosophies or principles in a debate to justify actions. In
this context, journalism ethics can be seen as analyses of the journalistic profession
and the application of its established principles to situations and problems that arise
from practice. For instance, in Finland, good journalistic practice is guided by 35 ethical
principles set by the Council for Mass Media (2014) that are meant to be followed as

self-regulatory guidelines for all journalistic work.
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Business Model (BM), Sustainable Business Model (SBM) & Value

Teece (2010) defines business models as layouts of a firm's financial and
organizational structures, which represent the firm's logic and demonstrated ability to
create and deliver value to its customers. He adds that this conceptualization includes
a portrait of the firm's business architecture 7 that is, the system the company uses to
capture value and generate profits. Thus, in brief, business models are firms' ways of
determining the design of how they create, deliver, and capture value, which in this
thesis is often referred to as the "value process.” Value, in turn, is a multifaceted term
which, in order to avoid misinterpretations, should be connected to the context, and
can represent, e.g., financial value, value-in-use, or intangible forms such as emotional

and ideological value (Freudenreich et al. 2019).

In the broader examination of the value-process exceeding the boundaries of a firm,
Schaltegger et al. (2016, 4) define a business model for sustainability as "a BM that
helps describing, analyzing, managing and communicating (i) a company's
sustainable value proposition to its customers and all other stakeholders, (ii) how it
creates and delivers this value, (iii) and how it captures economic value while
maintaining or regenerating natural, social and economic capital beyond its

organizational boundaries.”

Customer Value Proposition (CVP) and Sustainable Value Proposition (SVP)

According to Payne & Frow (2017, 472), customer value proposition (CVP) is "a
strategic tool facilitating communication of an organization's ability to share resources
and offer a superior value package to targeted customers." Similarly to the above-
defined concept of sustainable business model, also sustainable value proposition
advances the conceptual perspective of the CVP from a company's internal strategic
management decision to involve and allow value creation for many stakeholders at the
same time (Baldassarre et al. 2017). In crafting sustainable value propositions (SVPs),
the authors emphasize the importance of three interconnected building blocks: Value

generation for multiple stakeholder groups, addressing a sustainability problem, and
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an iterative product or service development process involving relevant stakeholders
aiming at overcoming the specified sustainability problem.
Stakeholder (SH)

According to Freeman (1984. 46), "a stakeholder in an organization is any group or
individual who can affect or is affected by the achievement of the organization's
objectives.” Although there is an ongoing debate regarding the role, extent, and exact
definition of a stakeholder (Freeman 2020), stakeholders associated with the firm's

value creation process can be seen as primary and secondary stakeholders, as

presented in Figure 2.

2 Government

Communities

Customers

Competitors'

The Firm

Financiers

Employees

Suppliers

Special Interest
Groups

Consumer
Advocate
Groups

Figure 2. Stakeholders of a firm (Adapted from Freeman 2010, 24)

Noteworthy is that in categorizing primary and secondary stakeholder groups in
relation to the focal firm, Freeman (2010, 27) emphasizes the interconnectedness
and situation specificity of the actors, and thus the importance of an individual

stakeholder group cannot be interpreted based only on its proximity to the firm.
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1.6 Structure of the Study

The structure of the study follows the LUT master's thesis guidelines. The first chapter
has set the scene for the thesis by providing a thorough background description of the
context and phenomenon under analysis. Here, also the identified research gap and
the research questions directing the course of the study have been presented, along
with an overview of the preceding theoretical framework, boundaries of the thesis, and
definitions of key concepts. In chapter two, the theoretical approach is described in-
depth through focal academic literature sources around stakeholder theory. In chapter
3, the theoretical foundation is connected to the concepts of business strategy,
business models, sustainable business models, and sustainable value propositions.
Then, chapter 4 lays out the research design and methods before findings are
presented in chapter 5. The last chapter 6 goes through the findings in discussion with
the relevant literature and concludes the examination by presenting the thesis'

contributions to theories and practice.
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2 STAKEHOLDER THEORY

This chapter presents the theoretical approach to the study. First, the underlying logic
and principles behind stakeholder theory are briefly explained, followed by an overview
of the central academic interpretations of the theory in subchapter 2.2. Then,
subchapters 2.3 and 2.4 showcases how relevant stakeholders can be identified
based on characteristics and issues. Finally, section 2.5 connects the theory with
business strategy development through a discussion about the drivers and objectives

of stakeholder management.

2.1 Logics of the Stakeholder Approach

According to Freeman et al. (2020), stakeholder theory was developed during the past
forty years with an objective to enhance understanding about the complex, fluid, and
intertwined business environment of today's globalized world that the incumbent
economic theories have had a hard time to explicate. In his two seminal papers,
Freeman's (1994; Freeman & Reed 1983) core argument for the need of a more
comprehensive approach to managing organizations was, that most established
business theories tend to separate business and ethics, and while doing it, put too
much weight on creating financial gains for too a narrow group of stakeholders 1 that
is, stockholders in particular. Since its inception, stakeholder theory has been applied
in a diverse range of academic disciplines and in practice, notably in the fields of

strategic management, marketing, and business ethics (Freeman et al. 2010).

Stakeholder theory begins with an idea, that the interests of stakeholders (SHs), or by
definition; "those groups or individuals who can affect to or be affected by a firm's value
creation process" (See Definitions, Ch. 1.6.), should be managed in joint and in a
morally responsible, human manner (Freeman 1994). This proposition is twofold and
forms the core of the theory. Firstly, stakeholder theory is an inclusive approach to
value creation and trade, and it suggests that the overall value creation potential of a
focal business and its SHs is maximized when the parties together focus on interactive
value creation, sometimes beyond economic measures (Freeman et al. 2020; Harrison
& Wicks 2013; Freeman et al. 2010, 4). Thus, the decision maker's role in the focal
organization is to clarify who are the relevant SHs involved and how these
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relationships should be managed and developed in the same direction (Freeman,
Wicks & Parmar 2004). Secondly, stakeholder theory does not perceive business as
a separate function from ethics and vice versa. This assertion, often referred to as the
"separation fallacy,” is integral to the theory since when a SH value creation system
makes decisions, they more or less always come with harmful and/or beneficial
consequences for some parties. When the separation fallacy is inverted, stakeholder
theory argues that because practically every human decision has some moral content,
they nearly always come with some sort of an impact on business and value creation.
(Freeman et al. 2010, 6; Jones & Wicks 1999) In combination, the preceding
proposition urges firms to consider how values and morals could be embedded in their
business conduct and how these could be aligned with relevant SHs involved in their
value creation processes (Freeman et al. 2010, 202). Notably, these principle ideas
behind stakeholder theory are also intimately connected to the context of this thesis,
since in editorial decision making, journalists and editors commonly need to balance
between ethical and commercial motives (Painter-Morland & Deslandes 2017;
Porlezza & Splendore 2016).

In the light of these central logics, it is essential to acknowledge that stakeholder theory
is not a "theory of everything" and that SHs or SH issues that businesses deal with
can be seen in many ways, depending on the circumstances (Freeman et al. 2010,
208; Phillips, Freeman, & Wicks, 2003). Moreover, stakeholder theory does not
undermine shareholder interests or oppose the traditionally accepted primary
objective of the firm, that is, to maximize its value and generate profits for owners
(Freeman et al. 2010, 12). Instead, the theory challenges the ways how these
objectives could be best achieved (Freeman et al. 2020). Each of these essential
components of stakeholder theory is discussed in-depth throughout the following three

subchapters.

2.2 Divergent and Convergent Approaches

Over the years, the central logic of stakeholder theory has been debated and
interpreted in multiple different ways by countless scholars (Barney & Harrison 2020).
One of the most established interpretations was developed by Donaldson & Preston
(1995), who argued that stakeholder theory has three distinctive, although mutually
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supportive, forms, and that the theory should thus be interpreted through its
descriptive, instrumental, and normative dimensions. Building upon Freeman (1994,
409), Jones, Harrison & Felps (2018, 371) note, that based on this division to three
dimensions stakeholder theory should be seen as an "umbrella term for a genre of
theories" that enhance scholarly and managerial understanding of performance
outcomes and complex relationships between a firm and its stakeholders.

Based on Donaldson's & Preston's (1995) view, stakeholder theory is undoubtedly
descriptive, because it provides practitioners with an empirically testable framework of
a corporation explaining "what a firm is." They add that stakeholder theory is also
instrumental, due to its capability of presenting and examining connections between
the implementation of stakeholder management and the goals or objectives the
operations have been set to achieve. Finally, the authors claim, stakeholder theory is
fundamentally normative because different stakeholder groups or individuals are seen
with legitimate interests in a firm, regardless of the scope or legitimacy of the focal
firm's interest towards the stakeholders. Table 1 presents the taxonomy as initially
proposed by Donaldson & Preston (1995) and as further summarized in Freeman et
al. (2010, 212).

Table 1. Distinctions in stakeholder theory

Clarification Answers to Managerial Example:  Primary Use in:

Approach Question:

Descriptive What is the firm, and what Supply chain policy of a firm  Organizational research,

they do? Empirical claims about firms
and managerial actions

Instrumental What is the outcome of Investment in a specific Social sciences research,
managerial actions? CSR activity increased the empirical testing

financial profitability of a firm
Normative What should the firm and its  In order to produce high- Ethics, Business Ethics
management do? quality journalism, a

newsroom should follow

universal journalistic

guidelines

Drawing from the distinctive SH perspective as suggested by Donaldson & Preston

(1995), Jones & Wicks (1999) provide another interpretation of the theory, where the
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instrumental and normative dimensions are merged into a hybrid approach. Their
proposition for what they call "convergent stakeholder theory," is based on two core
arguments. Firstly, they claim that to enhance standard scholarly agreement in theory
development and to provide substantial grounds for methodological testing in social-
sciences and ethics-research, the normative and instrumental dimensions should be
seen as a whole. Secondly, they argue that by dividing the theory into three distinctive
dimensions, its managerial practicality would erode. In their view, managers should
perceive convergent stakeholder theory as a vehicle for making morally right decisions
while advancing measurable value creation activities connected to stakeholder
relationships, without the dominance of either (normative/ethicist, or

instrumental/social sciences, e.g., economics) dimension.

Despite the preceded and still ongoing scholarly debate concerning whether the theory
should be diverged, converged or something in between (Freeman et al. 2020;
Donaldson 1999; Trevino & Weaver 1999), many stakeholder theorists seem to agree
on its managerial applicability (Harrison & Wicks 2013; Jones & Wicks 1999;
Donaldson & Preston 1995). In this sense, as Freeman (2010, 9) puts it, stakeholder
theory is simultaneously descriptive, instrumental, and normative, because all of these
dimensions together support the fundamental managerial objectives the theory seeks
to explain 1 that is, how business and organizations function in practice and how they
could operate at their best. In SH-thinking, these objectives are fulfiled when
managers, in alignment with the focal firm's strategy, make ethical decisions and serve
interests of all their SHs, without compromising the interests of one SH over another
(Phillips et al. 2003). This perception, where each SH's interests should be seen as
equal, has created a significant problem and debate around the theory (Mainardes,
Alves & Raposo 2011) because in business decision making, conflicts and
compromises are commonplace and managers are often constrained by a specific
objective or goals that require continuous balancing of different SH interests
(Venkataraman 2002). Therefore, a variety of tools for SH identification, ranking, and
determination of organizational response have been developed. Some of the most

important ones are discussed in the following section.
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2.3 Stakeholder Salience and the MAW-Framework

As noted in subchapter 1.6, there are multiple definitions of what entity or which
individual counts as a SH. These definitions reflect the normative cores of stakeholder
theory, which, as described above, aim to frame the guidelines and moral or
contractual rights a SH has towards a firm, and vice versa (Freeman 1994). To provide
normative clarity to whom and descriptive explanations to what managers should pay
attention to in SH management, Mitchell, Agle & Wood (1997) proposed a framework
of SH salience, which rationalizes these circumstances. The authors suggested that
SH groups could be identified and their claims towards a firm prioritized based on their
possession of one or more attributes related to the stakeholder's power, legitimacy,
and urgency, relative to the focal firm. Based on these variables, the scholars
developed a framework (MAW, after the authors Mitchell, Agle & Wood 1997) that
managers could use in decision making to identify the type and relevance of a SH.
The MAW framework, including different attribute bases for determining the variables

and SH types, is presented in Figure 3.

Construct Attribute Definition Attribute Bases
Power "A relationship among social actors in which » Force / Threat
one social actor, A, can get another social » Material / Incentives
actor, B, to do something that B would not ~ Symbolic influences

otherwise have done”.

Legitimacy A genelralized perception or assumption that r \ndividuall
the actions of an entity are desirable, proper, » Organizational
or appropriate within a socially constructed # Societal
system of norms, values, beliefs, definitions”.
Urgency "The degrge to which stakeholder claims call r Tiwe sensitivity ;
for immediate attention”. » Criticality or the importance of the claim or

the stakeholder relationship

Attribute Consideration 1. Variability

2. Constructed
reality

1. Dormant SH \

3. Attribute
Consciousness

4. Dominant SH . i
2. Discretionary SH

5. Dangerous SH | 7. Definitive SH)

6. Dependent SH

3. Demanding SH

6. Nonstakeholder

Figure 3. MAW Framework. Stakeholder identification, salience, and typology (Adapted from
Mitchell et al. 1997)
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In their influential article, Mitchell et al. (1997) suggest that when identifying construct-
attributes (power, urgency, and legitimacy) of a SH, managers should consider the
dynamics of each attribute while acknowledging their subjective roles as information
moderators. Firstly, the manager in question should take into account that all attributes
are subject to change in any SH-manager relationship, and thus this circumstance-
specific variability must be considered. Secondly, none of the attributes is entirely an
objective one, but rather a product of its environment and reality. Thirdly, managers
should be aware that the SH under analysis might not be aware of the possession of
a specific attribute, and that possession does not necessarily indicate action from the
behalf of the SH.

After the attribute-dynamics consideration, managers can determine the stakeholder
type based on the number of attributes the SH possesses. The scholars conclude that
the more construct-attributes a SH holds, the more salient the SH is to the firm. In this
definition, only one type of stakeholder, the definitive type, possesses all three
construct-attributes and can thus be considered as a "highly salient” SH. In contrast,
the dominant, dangerous, and dependent types holding two attributes indicate
"moderate or expectant” salience. Finally, SHs possessing only one attribute should
be considered as "low salience, or latent” types, and if none of the attributes match,
the SH in question should be interpreted as a "nonstakeholder" or "potential
stakeholder.”" Based on these assertions, the authors emphasize, that over time, each

SH can achieve higher levels of saliency by acquiring one or more missing attributes.

Although the authors of the SH salience framework (MAW) did not initially test their
proposition empirically, multiple scholars have thereafter extended their work and
provided evidence for its usability (Wood, Mitchell, Agle & Bryan 2018; Magness 2008;
Knox & Gruar 2007; Parent & Deephouse 2007; Harvey & Schaefer 2001). However,
also critics have been addressed towards their proposition, focusing on, e.g., issues
related to lack of explanations regarding reciprocal organizational responses occurring
after SH identification (Bundy, Shropshire & Buccholtz 2013; Aaltonen, Jaako &
Tuomas 2008), evident manager bias (Currie, Seaton, and Wesley 2009), and
narrowness of the framework (Pajunen 2006; Hart & Sharma 2004; Friedman & Miles

2002). One of the centric development ideas to SH identification and management at
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large has been a proposition to focus on issues instead of organizational attributes.
This literature branch of "stakeholder issue salience" is discussed in the following.

2.4 Issue Salience

With an aim to construct an alternative framework for dealing with SH relationships,
Bundy et al. (2013, 353) proposed a "strategic cognition view of issue salience,"” which
they define as "the degree to which a stakeholder issue resonates with and is
prioritized by management." Their core argument for the perspective change in
understanding SH salience was that organizations do not respond to SHs and their
operating environments as such, but they invoke responses to issues and challenges
raised by their SHs. The scholars perceive issue salience as an outcome of the
strategic cognition process i that is, what happens within an organization regarding
the formation of cognitive structures such as organizational identity, and how that
further translates into strategic decision making (Narayanan et al. 2011). As a product
of their proposition, Bundy et al. (2013, 362) offered a framework for determining
distinct types of issues depending on their relationship with the strategic frame of the
focal firm and its organizational identity. The framework is presented in Figure 4 below.

Relationship with strategic frame

Consistent Conflicting Unrelated

Issue Type: True opportunity Issue type: Frame conflict Issue type: Expressive opportunity

Consistent ) . . - - .
Response: Substantive accommodative Response: Substantive negotiation | Response: Symbolic accommodative

Issue Type: Identity conflict Issue type: True threat Issue type: Expressive threat

Conflicting
Response: Substantive negotiation Response: Substantive defensive Response: Symbolic defensive

Issue Type: Instrumental opportunity Issue type: Instrumental threat

Relationship with organizational identity

Unrelated

Response: Symbolic accommodative Response: Symbolic defensive

Figure 4. Issue salience, strategic cognition, and responsiveness framework. Adopted from:
Bundy et al. 2013, 362.
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In the figure above, the black squares indicate high salience, dark grey squares refer
to moderate salience, and the light-grey box demonstrates low-salience issues. The
scholars note that issues should always be viewed independently from each other,
while both positive and negative attributes should be taken into account. During the
evaluation phase, the issue type and suggested response are dependent on two
relationships shown on the vertical and horizontal axes. Here, the vertical axis
indicates the nature of an issue's relationship with the focal firm's organizational
identity, explaining the issue's perceived connectedness to an organization's strategic
cognition. The horizontal axis defines the issues' fit into the organization's strategic
frames, and based on the determined issue type, an expected response can be
identified. For instance, if the issue in question conflicts only with the strategic frames
of the firm, managers should consider the issue as an instrumental threat i meaning
that the issue conflicts with the pursuit of the firm's strategic objectives i and
managers can respond in a symbolically defensive manner. In this case, however, the
threat is not meeting with the expressive logic of the firm, which is connected to the
self-image and association of the firm's organizational identity, and should thus be

considered as a moderately salient issue. (Bundy et al. 2013)

The issue salience framework advances stakeholder theory by providing both scholars
and managers with more tools to understand SH concerns and act upon them.
Although the "father" of the modern stakeholder theory perceives issues to be a wrong
unit of analysis in managing SH relationships (Freeman et al. 2010, 60), many seem
to disagree with his view of SH groups or individuals as overriding subjects. Issue
salience appears to be a popular research approach especially in the fields of
communications, politics, and public administration, as all the academic publications
recovered from the LUT Finna database search with "issue salience" as the title term

fell within these disciplines.

By addressing the usability of the issue-approach in an institutionalized context, Roloff
(2008) claims that in the complex and globalizing operating environment where many
modern organizations operate in, the focus of SH management should be on issues
when they emerge in multi-stakeholder network interaction. In her article, she
acknowledges the need for organization-level SH management in order to identify and

understand relevant SHs, but whenever a problem becomes interconnected with
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multiple actors at the same time, focusing on an issue might help the network at large
to solve a common challenge collaboratively. Indeed, the issue approach is consistent
with one of the primary propositions of stakeholder theory, that is, striving towards the
best means in achieving mutual objectives. Relatedly, Freeman et al. (2010, 28)
emphasize that stakeholder approach is concerned with maximizing stakeholder value
without tradeoffs, but when they unavoidably occur, managers should find the best
possible ways to arrange the tradeoff while immediately starting to find out how to

improve the overall tradeoff value for all parties.

However, in the issue-focused SH management, it is vital to notice potential
consequential effects of the networked challenge in question. When the objective is
not to deal with a specified entity or individual at a time, companies may get entangled
with actors involved in multiple tiers of society, including, e.g., governments, non-
governmental organizations, and social interest groups. Commonly, when firms face
a multifaceted challenge, they end up being regarded as political or social actors that,
in the eyes of the general public, can also be judged beyond their regular business
activities (Roloff 2008, 247). A prime example of this kind of a challenge to issue-
focused SH management is closely connected to the context of this thesis since news
media-companies are often serving commercial interests of many SHs, while their
audiences commonly perceive them as societal- and/or politicized actors (Doyle, in
Altmeppen 2017, 59). Organizations that operate with such hybrid- or multiple-
logics where business models are constructed to manage value beyond financial
measures, firms often need to deal with challenges and tensions emerging from the
serving of multiple SH-interests simultaneously (Davies & Doherty 2019). For these
purposes, an issue-based approach to stakeholder management could be
advantageous, especially in the light of the central idea of stakeholder theory, which
states that business decisions cannot be separated from ethics (Freeman et al. 2010,
6-7). However, when the theoretical framework presented thus far has acknowledged
the core logic of the SH approach and provided tools to identify and deal with SH
claims, it is appropriate to move onto looking atwhat drives SH management,
and why stakeholder theory should be applied in connection to value creation

altogether?
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2.5 Purpose and Objective i What Drives Stakeholder Management?

Since the inception of stakeholder theory, there has been a vivid academic debate
concerning the problem of the "corporate objective” (Freeman et al. 2020: Hatherly et
al. 2020). Arguments have been made that serving the interests of multiple SHs
inevitably lacks a clear objective and results in confusion (Damodaran 2019;
Sundaram & Inkpen 2004; Jensen 2002). Many of these juxtapositions are based on
the traditionally accepted purpose of business, which according to Milton Friedman's
famous definition is "to use (a firm's) resources and engage in activities designed to
increase its profits as long as it stays within the rules of the game, which is to say,
engages in open and free competition, without deception and fraud" (Friedman 1962,
133). This proposition explicitly sets the maximization of a company's financiers'
wealth before the interests of any other stakeholders, in contrast to the central logic of
stakeholder theory (Freeman et al. 2010, 11).

Sundaram & Inkpen (2004) made an argument in favor of the Friedman doctrine
(Smith 2003) by claiming that all stakeholders benefit from an increase in shareholder
earnings because if the firm is profitable enough to pay out dividends, it has already
successfully fulfilled its obligations to all its other stakeholders. In addition, the scholars
foresaw diversified stakeholder management to result in increased risk averseness
within the firm since, in their view, managers and other non-shareholder SHs tend to
carry unsystematic risks that distort decision-making and thus affect negatively on the
pursuit of profits. By taking a slightly different perspective on the shareholder
paradigm, Jensen (2002) suggests that managers should set their objectives based
on a single metric, namely, the long-term total market value of the firm. This outing,
which Jensen called "the value maximization proposition® and “enlightened
stakeholder theory," determines the single value objective to consist of all financial
claims connected to a firm, including equity, debt, and all other financial variables
affecting the firm's market valuation. However, contrary to the shareholder advocates'
perception of the firm's purpose, Jensen pays closer attention to the time span over
which financial wealth could be maximized, claiming that short-sighted profit
maximization will finally lead to the destruction of the firm's market value. Yet, his main
argument against stakeholder theory's logic of broader value creation endeavor is, that

without a clear and measurable objective to strive for, managers and directors
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following the stakeholder theory principles are left without a determined criterion to
base decisions on. In Jensen's view, this would, in alignment with short-term profit
maximization, negatively affect the firm's long-run value and eventually leave all SHs

with less to share.

In their response to the above-cited article by Sundaram & Inkpen (2004), SH theorists
Freeman et al. (2004) emphasize two core questions summarizing stakeholder
theory's take on the corporate objective. These, along with two supporting questions

(SQs) and their expected outcomes, are stated in table 2 below.

Table 2. Stakeholder theory and the corporate objective. Two core questions directing decision
making. Adapted from: Freeman et al. 2004.

ST's Core Questions SQ1 SQ 2 Outcomes

What is the purpose of What is the shared sense of What brings the firm's (1) Gives direction and

the firm? the value managers aim to stakeholders together? (2) Enables

create? outstanding
performance, both in
terms of purpose and

financial metrics

What responsibility What kinds of relationships What kinds of relationships (1) Pushes managers
does mana gement does the management want? they need to create with their to articulate how they
stakeholders to deliver want to do
have to stakeholders? : :
on their purpose business

Freeman et al. 's (2004) response to the "corporate objective question” addressed by
Jensen (2002) and Sundaram & Inkpen (2004), captures the essence of modern-day
business. Firstly, the stakeholder theory advocates claim that the complexity of any
larger firm's value creation network cannot be simplified into one single metric that
would accurately reflect an absolute objective to strive for (Freeman et al. 2010, 13).
Secondly, rather than determining only one SH group to be an end-capturer of
delivered value, firms need a prevailing direction where managers can guide their SHs
through value co-creation processes. Moreover, when at some point, the paths of
multiple SHs unavoidably diverge, an entrepreneurial equilibrating process involved
will result in contractual re-arrangements and organizational developments for the

benefit of all remaining and new SHs. (Freeman et al. 2004)
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The equilibrating process is crucial in understanding the dynamics of SH value
creation process since stakeholder theory clearly acknowledges possible
contradictions in SH relations and provides an example of the expected reaction
(Freeman et al. 2010, 20-22). According to Venkataram (2002), whenever significant
value deviations occur within the value process of multiple stakeholders, the
entrepreneurial equilibrating process re-distributes the residual value to the use of
other stakeholders where the total value will eventually be equilibrated (indicating
weak equilibrating process). Besides, the author notes that if the value-imbalances
accumulate within the remaining stakeholder network, other market actors will
ultimately balance out the system by destroying the value deviations through the

formation of entirely new structures (indicating strong equilibrating process).

Based on this view, stakeholder theory's approach to setting objectives is primarily
about finding and setting a direction that is lucrative enough for a broader network to
strive for (Table 2, Core Question 1). When the direction has been established,
managers of the focal firm need to decide the SH groups to involve, and then articulate
the value that is co-created, delivered, and captured by multiple SHs in the process of
reaching common goals. Throughout the process, varying interests of different SH
groups should be managed by ethical decision making in alignment with the prevailing
direction and strategy. (Table 2, Core Question 2) When disputes unavoidably occur,
the most sustainable way to overcome these is to re-develop relationships and
contracts between parties to get back on track; otherwise, the market forces will re-

distribute the SH interests as per the strong equilibrating process.

To illustrate this process, an example from industry practice can be drawn. In 1994,
Interface Inc., a US-based office carpet-manufacturing company shifted their
conventional industrial model of i t ankake-w a s tinkbbo@n ambitious quest for what
they call ed A Mo uthatis, prodsiding zero avdssie,lzérd ppliation, and
zero greenhouse gas (GHG) emissions by the year of 2020. According to Interface
CEO Ray Anderson (Anderson & White 2011, 49), the transformative change in
business approach was initiated by a company sales-person, who, on behalf of a
customer, asked Anderson what Interface is doing for the environment. From that

qguestion on, Interface has strived for their vision, with a mission of ibei ng

business for creating c masmpak,. Aadersoh (Ahdersoh a c e
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& White 2011,38)e x pl ai ns 1 nt er f a csdamabbity s/ claangng hatc a s e f
from 1994 to 2008, the company has cut their net GHG-emissions by 72 percent, while
t he ¢ o mpoditmardins and sales revenues have continuously grown. Moreover,
Interface has been able to attract and engage new talent with their environmental
vision that they would not have been able to attract without their cause-driven
positioning (Anderson & White 2011, 41). At large, the company is focusing on
managing for its broad network of stakeholders with a i s e n s i dppraachnwipich
means being in connection with them who share the same values with the company
(Anderson & White 2011, 91). Evidently, e.g., some former Interface suppliers who
continued offering only non-renewable materials were excluded from | nt er f ace 0 s
stakeholder network (Anderson & White 2011, 91), as per to the entrepreneurial
equilibrating process described above. On the other hand, that residual value was then
quickly re-distributed to new contract suppliers with renewable materials in their
offering (Anderson & White 2011, 130). Thisfibe st pr act ilustatestrex ampl e
answers to the core questions of what drives stakeholder management (Table 2): The
companyo6s envi r on ntleenekphclt vision they seb at theayeat 2020
gave the SHs prevailing direction, enabled outstanding performance beyond (but
including) financial metrics, and pushed the internal stakeholders to clarify the basis

of their business.

In effect, the core questions of the stakeholder approach to setting objectives are
closely connected to tohrei ednetfeidniniisosni oonf, da afsn
Kotler, Armstrong & Opresnik (2018, 64-65):

fAn organization exists to accomplish something, and this purpose should be
clearly stated. Forging a sound mission begins with the following questions:
What is our business? Who is the customer? What do consumers value?
What should our business be? Many organizations develop formal mission

statements that answer these questions.0 (Kotler, Armstrong & Opresnik

2018, 64-65)
Rel atedl vy, Gr¢niog & K¢ hn nis@dnistatemenBds )the def i n e
management 6s strategic tool, which | ays out

goals of an organization. According to the scholars, mission statement provides the
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firm with a vital framework it uses to develop corporate, business, and functional-level

strategies. They add, that although mission statements usually include rather abstract
principles, their restrictive Iimpact on the
if the principles address deeply seated organization-specific bearings, such as
environmental or societal values. David (2003; 1989) defines a mission statement as

a firmés written declaration of purpose, whi
He suggests that a solid mission statement should include nine essential elements, as

presented in Figure 5.

Products/Services

(offerings and the value
provided to customers)

Customers
(the target market)

Technology Concern for Survival/

(the technology used to Growth/Profits (the firm’s values, ethics
produce and market (the firm’s concern for bellefs) . '
products) financial soundness)

Philosophy

Distinctive
competence

Public image

(contributions the firm

makes to communities) (how the firm is distinctive

or better than competitors)

Figure 5. Elements of a mission statement. Adapted from: David 2003, 12.

David (2011, 50) emphasizes the positive impacts a well-crafted mission statement
may have on a fir mdés -making. e argues tlaan iohissishe ci si o
statements often provide essential guidelines and managerial orientation for
consistent decision making, enhance employee commitmentto thefi r ms & obj ect i
and works as a useful tool in communicating organizational identity. However, Griinig
& Kuhn (2015, 77) add, that none of the functions of a well-established mission
statement is genuinely effective in strategy development if they do not reflect the
values and objectives of the firmdéds stakehol
statement should begin with a thorough stakeholder analysis (Grinig & Kihn 2015,
81), which thereafter enables the setting of common direction guiding stakeholder

36



management (Jones et al. 2018; Freeman et al. 2004). By following Dr u ¢ k 20060 s
suggestion of A wh at busi ness can ,lte &K basefl Bweau oh o
|l nvesti gat i v(€asel)fullmissaaoh staseménscan be presentedas a A
practiceo example of a ,whchyeovefsall of theielensent® n

shown in the figure above (identified in between the text by the author):

fOur aim is to inform the public (Customers) about the realities of power in
today's world. We are particularly concerned with the undermining of
democratic processes and failures to accord with fair, legal, and transparent
practices (Philosophy). We inform the public through in-depth investigative
journalism (Products/Services), with no corporate or political agenda (Public
image). Through fact-based, unbiased reporting, we expose systemic wrongs,
counter misinformation, and spark change (Distinctive competence). Our
journalists dig deep and will spend months getting to the truth if that is what it
takes (Employees). Once our investigations are complete, we give them to
mainstream media outlets around the world (Geographic markets), so they
are seen by as many people as possible (Concern for survival). We focus on
serious issues affecting our society and identify new areas of investigation
through research, data, whistleblowers, and contacts (Technology). We are
always keen to hear from individuals, journalists, and organizations interested

in collaborating with us.0  ( Buuof Irvestigative Journalism, About Us 2020)

Noteworthy is that in addition to covering all the elements of the above-presented
canvas of an effective mission statement (Figure 5), the Bureau of Investigative
Journalism includes an open invitation to all potential new stakeholders to collaborate
with them. Thus, it can be concluded that in companies that aim to manage for
stakeholders, such an additional element could be useful to include in the initial
mission statement framework provided by David (2003). In the next chapter, the focus
shifts on exami ni ng how mission C 0 n raedc low thd o

contemporary business sustainability literature addresses stakeholder theory.
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3 STRATEGY, BUSINESS MODELS & VALUE PROPOSITIONS

According to Lassarre (2012, 28-3 2 ) , a firmbébs business
components that should be developed into a direction where the firm can enhance its
performance to achieve sustaining competitive advantage relative to its competitors.
The first component, ambition, includes a definition of the business, along with the
f i r madrmission statement, vision, and long-term objectives.
Secondly, positioningd et er mi nes t he f i r md somer sejgmeets,
and countries of operations. The third component, capabilities building, includes the
business system design and strategic choices concerning investments, acquisitions,
alliances, mergers, and joint ventures. Finally, the organization component lays out
decisions rel ated t o -tesoarcesodewlapment, sttucturen
processes, policies, culture, and values. Based on this perception, business strategy
can be seen as a multifaceted umbrella term that sets the f i r dinéctson covering all
levels of the organization and its external stakeholders. Next, the business strategy
c o n c elipkag&ssto the functional level marketing strategy and business model are

discussed.

In general, the marketing functionisregardedasa n o r g a n primaytraspomsible
in understanding, acquiring, engaging with, and retaining one crucial group of
stakeholders - customers (Kotler et al. 2018, 29). Besides, marketers aim to figure out
the best possible ways of providing customers with value that exceeds the intangible

(e.g., effort, time, opportunities) and tangible (e.g., money, other assets & opportunity

costs) value they trade-off in exchangef or t he fir més (Kumard&uct

Reinartz 2016). Thus, the marketing function can be seen as one of the most concrete

strat
pPpr opos
0s hui

or

i mpl ementors of t he Iifthey seek suitdble msitions Bosnwehinr at egy

the market to generate consistent revenue streams for the focal company.

In alignment with Por t er § §28)(viev®®B market positioning-based competitive

strategy, Kotler et al. (2018,212)sugge st t hat t he f i rshodldbemar ket

built upon four steps: Market segmentation, targeting, differentiation, and positioning.
In the first step, the company chooses the customer segment it seeks to serve and
decides how this group could be found and reached the most efficiently. Then, based

on analyses of the external market environment and the selected customer segment,

38



the firm chooses the products or services and the level of differentiation needed to

me et the customer segment 0 dghe vompanyefornsats cept i

strategic positioning in the market in relation to competitors, which by definition, is the
customers Perception of the value the company promises to deliver for them (Kotler
et al. 2018, 232). As is shown in Figure 6,t h e f i r m-desel niarketinngtstrategy
is intimately connected to the organization level business strategy, guided by the same
values, culture, and mission, while covering the whole positioning element of
L a s s a 2012, 88s32) (conceptualization.

Organization Level Function Level
Business Strategy %, % Marketing Strategy
/;(_% %ﬁ
(7S
Ambition 1. Business definition ‘W”s%o’}i,@
2. Mission ", ’.‘ro
=q “o,. O,
3. Vision o 9%
— SIACH
4. Long term objectives “er 0‘1
] &7
Positioning 1. Customer segments O‘f’e,}
(segmentation &
targeting)
2. Geographical Scope
3. Value Proposition
Capabilities Building 1. Business system design

2. Key investments

3. Acquisition, mergers,
alliances, joint
ventures

HRM development
Structure

Processes

Policies

Values and Culture }_

Organization

T B9 P

Figure 6. Business strategy and its connectedness to marketing strategy. Adapted from:
Kotler et al. (2018, 212) and Lassarre (2012, 28-32)

Peng (2014, 47) notes that the marketing and sales- functions are essential parts of
the value chain in understanding the market and in bringing that knowledge back to
the upstream functions and support activitesthatc an opti mi ze t koe
match the demand. | n  tMar&et Positioningo school of strategic management
literature, forwhi ch Porterdés (1985; 1980) ,suchmn
optimized match with the externalma r k et a n dvaldelpreceds acts asdhe most

prominent source for competitive advantage (Lanzolla & Markides 2020). However, as
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alsoPorter (1985, 120) emphasizes, practically
act as a potential source of differentiation or cost-efficiency and thus lead to
competitive advantage over competitors. This is where the practice and strategic
management l i teratur e me eit ®@mpetiive adiiabthga sk b o x o0
after all, an unknown result of multifaceted and interconnected optimization of internal

and external activities (Sirmon, Hitt, & Ireland 2007).

Despite the | ack of , exaltdude ofi potertial endependene ci pe s
variables have been empirically tested and proposed (or only suggested without much

empirical basis) to lead into that desired competitive edge in the market (Sigalas

2015). Representing the resource-based (RBT) school of strategic management,

Barney (1991) has argued that if a firm possesses heterogeneous and immobile

resources, factoring in both tangible assets and intangible capabilities, that are

valuable, rare, imperfectly imitable, and non-substitutable (VRIN, see, e.g., Teece

2018), the firm is in a strong position to develop long-lasting competitive advantage.

However, in his later work, Barney (2018) has emphasized the importance of bundling

together both internal- and stakeholder-resources to increase the profit generation

capabilities T and thus competitive advantage i of the firm. From the perspective of
instrumental stakeholder theory, Jones et al. (2018) propose that highly motivated
stakeholders who actively contribute to value creation processes of the focal company

form Acl ose r el a,tthabnmesenhti pB acranpeaybd sbnidfa S&RAN-) cr i t
resource and can thus act as a potential source of competitive advantage. Relatedly,

but taking a more comprehensive approach to stakeholder value creation, Porter &

Kramer (2011; 2006) suggestan i dea of MAshared valueo betw
corporate world, where firms could enhance their competitive positioning by engaging

with industry clusters and value chains to develop socially beneficial product

innovations.

In recent strategic management literature, much discussion has taken place
concerning business models as a potential source of competitive advantage
(Rachinger et al. 2019b). Teece (2010) points out that in general, business models are
easier to replicate than business strategies, and thus, in order for them to be sources
of effective differentiation or cost-optimization, strategy analysis methods should be

applied to formulate a sustainably competitive business model. In his much-cited
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article, he makes a conceptual distinction between a business model and strategy,

based on a perception where the prior represents primarily the architecture of the
business that operationalizes the overall strategy. | n Teeceds strategic b
analysis (2010, 182), he puts emphasis on the marketing-strategy elements described

in figure 6 while highlightingt he busi ness amnalyingl addsfiguring bu¢ | n
how value is actually captured. In practice, empirical evidence acquired by Nogueira

et al. 2016 (published in a conference paper of Spieth & Schencenberg 2016) shows,

that strategy- and business model analysis commonly overlaps first during the internal
planning phase of strategic analysis where key activities and resources are
determined, while the rest of the business model components tend to become
activated during the actual implementation of the strategy. In his later work, Teece

(2018) suggests that such interplay between t h e firmdand dyhami@t egy
capabilities i that are, f i r imédrrsml- and external strategy-level competencies that

enable reactive and effective development of the business model and strategy in
fluctuating market conditions (Teece 2007) i are needed in order to form a coherent

layout determining how an organization competes. These conceptual observations

provide grounds for understanding the intertwined nature of strategy, resources,
capabilities, and business models, which together form the basis for the empirical part

of this thesis. In the following subchapters, business models and their specific

elements are reviewed more in-depth.

3.1 Business Models and Value Propositions

The term Abusiness model 0 c¢ o memdingwad Zothetamu | t i p |
(2011), the concept has been primarily used in connection to online-business,

strategy, and innovation research. Teece (2010) defines a business model as a layout

of a firmés financial and organdcacrapgaloge@d str
and demonstrated ability to create and deliver value to its customers. He adds that this
conceptualization includes a poritthaais,the of t he
system the firm uses to capture value and generate profits. Thus, business models

can be seen as detailed descriptions of the
positioning- and business system design-e | e ment s shown i n Lassar:H

business strategy development process in figure 6.
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Osterwalder & Pigneur 6s (2010) ABusi ness Mo del Can\
overview of the focal elements of a generic business model, as presented in the figure

below.

Key Activities

Customer
Relationships

Customer
Segments

Value

Propositions

Value Capture Value Capture

Key Partners

Value Creation

aumde) anjep

Figure 7. Business Model Canvas (Adapted from: Osterwalder & Pigneur 2010,19; Teece
2010)

| f the BMC el ements are simplistically exan
(2010) BM definition, key partners, resources, and activities act as primary drivers for
value creation. In the middle, value propositions communicate the promise of the value
created for customers and distribution channels. Then, value is delivered to selected
customer segments through distribution channels and established customer
relationships. Finally, the supplier-firm captures value from customers in the form of
profits, after the value creation-and delivery costs are deducted from revenues. Here,
revenue streams and cost structures represent the financial architecture of the

supplierbés BM.

The value proposition concept (here VP, often also referred to as customer value
proposition, CVP) has stimulated a vivid academic discussion, and many scholars
argue that VPs are situated at the very core
and business model (Lehmann & Winer 2008, 14; Webster 2002, 61; Kaplan & Norton
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2001, Hammonds 2001) . Despite VPO0s commonly
overall value process of a firm (Payne & Frow 2005), there is no broadly accepted
definition mecipebdstiocesdhe concept (Andersor
the traditional scholarly view to defining and formulating VPs emphasizes two

di mensions: firstly, the perspective shoul d
supplier should use VPs as one of the key strategic tools in quest of competitive

advantage (Payne, Frow & Eggert 2017; Rintamaki et al. 2007; Anderson & Narus

2006). These interrelated dimensions place the VP concept in the convergence of

marketing and strategic management disciplines (Day 2004). In the following table,

three commonly used defining frameworks for identifying and building value

propositions are presented.

Table 3. Definitions and generic building blocks for value propositions (VPs)

In the table above, all authors pay attention to the strategic importance of VPs by
emphasizing the supplier resources and differentiation- or price-elements relative to
the competition. In terms of customer focus, Rintaméaki et al. (2007) address the need
for understanding value-e | ement s primarily from the cust
Anderson et al. (2006) note that the most effective CVPs are those that succeed in
resonating customer perceptions of value that often require extensive customer
researchfromthesuppl i er 6s si de. I N2 Xd) | ewirewt tahe 0w
VPs communicatethec ust omer 6 s perception of an offer.i

which defines the overall market positioning of the brand.
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