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Abstract 

Problem: Recently, the demand for more sustainable farming and production has increased 

due to climate changes and the decreasing biodiversity. Furthermore, in Sweden, more and 

more milk producers are facing bankruptcy because of the present situation in the dairy 

industry which also demands social responsibility towards them. Therefore, dairy companies 

need to embed sustainability into their business model. Previous literatures indicate that 

sustainable business models which integrate sustainability into organization could maintain 

and increase profitability and at the same time ensure social and environmental capital in the 

future. However, there is still a lack of information and empirical data on the scope of how 

sustainability is embedded into a business.  

 

Purpose: to increase understanding of sustainability in dairy company and what sustainability 

aspect might be important to embed into their business model.  

 

Theoretical Framework: The theoretical framework is developed for the purpose of this 

research. It discusses the definition of Business model and Sustainable business model. Also, 

two sustainable business model canvases that could be used as analyzing tools to investigate 

an organization and its operational activities which are presented and compared. This part 

focuses on presenting framework and explanation of Flourishing business canvas which will 

be implemented in the analysis. 

 

Methodology: The study approaches on a qualitative study of an extreme case where parts 

of empirical data has been collected from interviews with the case company, the rest of 

empirical data has been gathered from the case company’s CSR reports and their annual 

reports. The case company is working with sustainability in their business.  

 

Conclusion: As findings of purpose and research question, Arla have embedded 

sustainability into their business model, however they still need to develop further in their 

work with sustainability to benefit more from their business model. The case company has 

embedded all three main contexts of sustainability: economic, social and environmental 

contexts. However, the focus is more on the financial context.   

 

Limitation: The findings need more investigation of other dairy companies to be generalized. 

Furthermore, this thesis only investigated the current business model.   

 

Keywords: Business models, Sustainability, Sustainable business model, Flourishing 

business canvas
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1. Introduction 

This chapter introduces the background of environmental issues and business models with 

focus on sustainability. Further, a problem discussion addressing Swedish farmers as well as 

the dairy industry in global context. Purpose and research question are explained after the 

problem discussion. 

1.1 Background 

In the Sustainable Development Agenda, UN has established 17 goals to nurture 

sustainability, which will be adopted by all countries over the next fifteen years. According 

to the UN, climate change is already impacting people and the environment (United Nations 

2016). However, Gleditsch (2012) concluded, “Climate change is the world’s first truly global 

man-made environmental problem and a firm warning that human activities can influence our 

physical environment on a global scale” (p. 7). With that said, it suggests that humans have 

caused the climate change that is occurring today. However, the climate change does not 

impact only the environment but also humans. Further, in The Sustainable Development 

Agenda, the UN writes, “Climate change, left unchecked, will roll back the development 

gains we have made over the last decades and will make further gains impossible” (United 

Nations 2016).  

 

They have also two goals which are related to agricultural production. United Nation (2016) 

writes that there are 795 million people undernourished today; according to their second goal 

(United Nations 2016), food and agriculture sector offer key solutions for hunger and poverty 

eradication. Furthermore, providing livelihoods for 40 percent of today’s population in the 

world, agriculture is the largest employer in the entire world (United Nations 2016). 

Therefore, improved farming is needed to prevent further poverty and malnutrition. 

Moreover, according to the other goal, Goal 12, supplement for food from natural resource 

base is decreasing in efficiency (United Nations 2016) which also affects the ability to 

produce food from agriculture. Therefore, there is a need for a more sustainable and efficient 

farming and production. UN writes in The Sustainable Development Agenda, to tackle 

climate change and promote sustainable development are two interdependent sides of the 

same coin (United Nations 2016). To add, UN writes that sustainable development aims to 

harmonize three interconnected factors which are economic growth, social inclusion and 

environmental protection (United Nations 2016). They also write that with sustainable 

development, it is possible to address the current climate change. Therefore, it is crucial to 

encourage sustainable development in order to decrease the negative impacts on the climate 

and environment which also will benefit humans.  

 

With the climate change and human activities, “A fundamental paradigm shift seems 

necessary, in which business activities and consumption patterns are far better aligned with 

environmental and societal needs.” (Bocken et al. 2014, p. 483).  For example, agriculture 
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has become a major part in human history where its progress has been “a crucial factor in 

worldwide socio-economic change” (Ayobami et al. 2013, p.1). However, agriculture is 

affected by today’s increasing global population. According to Sulston, Rumsby and Green 

(2013), the increasing global population and the humans’ increasing consumptions are 

influencing the Earth. That means that there is a need for a more sustainable use of natural 

resources and a more sustainable way to produce food from agriculture which takes account 

of the environment and the humans. For this reason, there is a need for more knowledge of 

business models and business model innovation with focus on sustainability. 

 

To explain, business model is about how to use strategy in practice and how to create and 

identify values (Rauter, Jonker and Baumgartner 2015; Upward and Jones 2015). How to 

create and manage a business model is an important process. Chesbrough (2010) writes, “The 

same idea or technology taken to market through two different business models will yield two 

different economic outcomes” (p. 354).  Furthermore, Teece (2010) writes that only a 

business model does not ensure the creation of competitive advantages; however, to innovate 

a business model to increase sustainability for being a challenge for other companies to copy 

could deliver benefits to the firm. In this case, a business model with focus on sustainability, 

which is about integrating social, environmental, and economic factors (Harris 2003), might 

create a competitive advantage which could help the company to increase their profitability. 

 

In Sweden, agriculture is pressed to increase food production and employ more people in the 

socioeconomic system (Saifi and Drake 2008). Socioeconomic system is a system which 

involves both social and economic factors, which in this case, people will be employed and 

improve productivity at the same time as the profitability will increase. Swedish farmers have 

“become literate, managed their own farms, and had access to a chain of institutional 

arrangements for increasing production and productivity” (Saifi and Drake 2008, p. 373). 

Therefore, they face pressure from agri-food companies (in this case, dairy companies) to 

produce more, but these companies do not afford enough for the ingredients or dairy products 

to be sold in for instance groceries.  

1.2. Problem Discussion 

In 2005, there were 8548 firms with milk production in Sweden and in 2015, the number has 

decreased drastically to only 4161 farmers (firms) with cows for milk production in Sweden. 

From Företag med kor för mjölkproduktion 2015 (Jordbruksverket 2016). About one milk 

farmer, which supplies the dairy companies, goes bankrupt every day (Olsson, C 2015). In 

other words, more than 50 percent of milk producers have disappeared in the past 10 years. 

 

At the same time as Swedish farmers disappear, in October 2015, 27 small farm dairy 

companies were founded and the total of dairy companies in Sweden is now 124 (JTI 2015). 

Why are the amount milk producers declining while the amount dairy companies are 

increasing? Moreover, despite 9 out of 10 people in Sweden want Swedish products made of  

Swedish ingredients, more than 50 percent of cheese are imported and about 45 percent of 

yoghurts are imported (JTI 2015). To describe a dairy company’s value chain shortly, the 
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farmers produce the milk to be delivered to their dairy company, the dairy company 

transforms the raw milk into dairy product such as cream, cheese, and yoghurt. With the 

finished products, they deliver to customers (e.g. grocery stores) who in turn sell to 

consumers. Therefore, farmers are an important part of a dairy company because if the dairy 

companies do not get milk, they cannot produce their products to be delivered. So, why is the 

amount of farmers decreasing while the amount of dairy companies is increasing in Sweden? 

The answer might be simple as the fact that there are imported dairy products in the Swedish 

market. Globally, the demand of milk has decreased while the milk production is still 

increasing (Arla n.d. h) and therefore it’s a crisis. However, LRF (The Federation of Swedish 

Farmers) in Sweden pointed out that the milk crisis started in 2013 with a reduction in 

supplement in the world market. Also, during 2014, China reduced its import of dairy 

products, mostly milk powder. Further, at the same time, Russia decided to impose trade 

blockade against EU, USA, Australia and Russia. Therefore, the global dairy industry faced 

a milk crisis and over the recent years, the international price volatility has been significant 

(Holmström nd). 

 

So, there is a crisis that farmers and dairy companies face because it is difficult to run their 

businesses if it does not pay. Therefore, dairy companies might have some social 

responsibility towards their farmer to ensure that the Swedish milk production does not 

disappear. For example, Arla who is a 100 years old dairy cooperative owned by farmers has 

grown and become international, is also talking about this crisis; they had to cut the price they 

pay their farmers (Sveriges Radio 2015). Furthermore, under the pressure of climate changes 

and biodiversity decreases, the natural capital and resource start to depreciate (United Nations 

2016), which in this case could be addressed to these farmers who go bankrupt. Hence, there 

is a need of a business model that enhance sustainability so the dairy companies can continue 

running their companies at the same time as ensuring that the farmers can continue to supply 

them with natural raw milk.  

  

Since 1987, scholars (i.e: Brundtland Commission 1987) started to care about the 

environment and biodiversity, they pointed out sustainable development requires the 

integration of environmental, social and economic sectors to be included in the decisions that 

shape economic and social development. Therefore, scholars started to think that companies 

need to integrate sustainability into their business model and that there is the need for 

sustainable development in organizations. Some scholars argued that conventional business 

approaches create value for economic perspective while at the same time destroying value for 

social and environmental perspective now or in the future (Hawken, Lovins, and Lovins 

1999). In order to ensure capital and resource, understanding the integration of sustainable 

development into business model and sustainability in corporate became crucial in 

contemporary corporations. Upward and Jones (2015) write that business model plays a 

crucial role in ecosystems: social, natural, or economic, which improves environmental and 

social responsibility while maintaining and increasing profitability for the organization. Do 

dairy companies also take social and environmental responsibility into their business in order 

to improve their sustainability? In addition, what sustainability aspects are important for dairy 

companies? Therefore, investigation of sustainable business model is necessary not only for 
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social and environmental responsibility but also for organizational needs. According to 

Laukkanen and Patala (2014), although it is tremendously relevant for society and 

management to discuss how firms can use their business models to increase sustainability, 

the understanding of it is inadequate and not many companies are adopting them (Laukkanen 

and Patala 2014). Companies need to understand the significance of having a business model 

that encourages sustainable development. Although the sustainable business model has been 

widely known as a tool for corporations to integrate sustainable development into business 

strategy (Lüdeke-Freund 2009), current literature on sustainability and corporate sustainable 

development is still ambiguous and elusive when it comes to what constitutes a “sustainable 

business model” (Boons and Lüdeke-Freund 2013). 

 

To add, Barnett and Salomon (2012) write that high corporate social performance (CSP) 

benefits by “increased efficiency at the production of social responsibility rather than from 

an increased ability to generate new customers or new markets, or to charge premium prices” 

(Barnett and Salomon 2012, p. 28). However, it does not only pay to be highly sustainable. 

Barnett and Salomon (2012) points out that companies with focus on corporate financial 

performance (CFP) also do well; however, they are in an unstable position since pressure 

from people such as government, activists and sustainability investing stakeholder is could 

be increased. With these facts, it is interesting to investigate what focus dairy companies have. 

Furthermore, since a dairy company needs natural raw milk to produce their products and 

their farmers supply them with the milk, there is a need for a business model with focus on 

more than only financial dimension to become more sustainable in the long term. So, this 

research will raise understanding of sustainability in dairy companies and what sustainability 

aspects might be important to embed into their business model. 

1.3 Purpose 

Since there is a need of studies within business models for sustainability in agri-food sector 

which in this case is dairy companies. This study aims to increase understanding of 

sustainability in dairy company and what sustainability aspect might be important to embed 

into their business model. After analyzing the background and the problem discussion 

together with theory, we raised a research question: 

 

 What sustainability aspects are embedded into the present business model of a global 

dairy company? 

 

The research question will be answered by performing a case study of a global dairy company: 

Arla Foods. Arla Foods was established in Sweden in 1915 and was named Lantmännens 

Mjölkförsäljningsförening (commonly called Mjölkcentralen = The Central Dairy) (Arla n.d. 

b). It was established by 1500 farmers in Stockholm. In 1975, Mjölkcentralen changed name 

to Arla. During its years, Arla have merged with numerous of dairies in Sweden; in 2000, 

they stepped outside Sweden and merged a Danish dairy company MD Foods. At this time, 

Arla changed name Arla Foods (however, in this thesis, the term Arla will be used for Arla 

Foods). Since then, Arla have grown internationally by merging with other dairy companies 
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in north Europe (Arla n.d. b). Arla’s organizational legal form is cooperative which means 

that farmers who are members of Arla’s cooperative own Arla. For this thesis, Arla are 

interesting because they are the sole former Swedish dairy company who went international. 

Also, because the farmers own Arla, it is interesting to see from a cooperative perspective, 

what sustainability aspects are importantfor them to embed into their business model (e.g. 

ensuring their farmers are paid enough through social responsibility) and how the cooperative 

is organized. 

 

This research is split into six different sections. First section, researchers introduce 

background of this study and discuss problem briefly in this sector. Next section outlines 

precious results and current theory on this area. In section 3, researchers indicate the methods 

used in the empirical research on Arla, which contains secondary data and qualitative 

interviews. Section 4 provides a synoptic description of what sustainability aspects are 

embedded in their current business model by using a chosen tool for a sustainable business 

model and analyze the collected data and information. Also, in this section, analysis and 

discussion about the findings will be done. The section 5 concludes the thesis by answering 

on the research question and adding suggestions for dairy companies.  In the end, this article 

will implicate the conclusion and suggestion for further research.  
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2. Theoretical Framework 

This chapter starts with a literature review of business models, sustainability and sustainable 

business models, then a discussion about two tools for creating sustainable business models. 

This chapter ends with a description of the analysis tool that will be used in this thesis.  

2.1 Business models 

“A good business model begins with an insight into human motivations and ends in a rich 

stream of profits.” 

Magretta (2002) in Why Business Models Matter (p. 3) 

 

Business model could be interpreted as a conceptual tool for organizations to implement a 

business strategy. Rauter, Jonker and Baumgartner (2015) write that a business model could 

be interpreted as “a layer which is embedded between strategy and operational activities” 

(p.4). According to them, the aim of business model is to describe how to implement a 

strategy into practice. 

 

 

 
Figure 1. Relationship between Business Strategy, Business Model and the Operational Layer (Rauter, 

Jonker and Baumgartner 2015) 

 

After a peer critique, the role of business models is not only for analyzing and understanding 

operational activities of organization but also a tool for organizations to implement their 

strategy in order to increase their profit. Upward and Jones (2015) indicate that business 

model can be translated as “a conceptual model of the logic for achieving desired outcomes” 

(p.2). Furthermore, numerous literatures show that business model outlines the architecture 

of revenues, costs, and profits associated with the business enterprise at the same time 

delivering value (Teece 2010). Chesbrough and Rosenbloom (2002) summed up business 

model as “how you get paid” or “how you make money”. The essence of a business model is 

a manner for enterprise to deliver value to customers, to entice customers to pay for value, 

and to convert those payments to profit (Chesbrough 2010), which explains why companies 

occupy business models in order to commercialize new ideas and technologies. The financial 
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value is the only element of value which is taken into account in a business model, even if the 

notion of value is the center of a business model (Joyes, Paquin and Pigneur 2015). Moreover, 

business models provide powerful approaches for entrepreneurs and stakeholders to 

understand, analyze, communicate, and manage strategic-oriented choices (Pateli and Giaglis 

2004; Osterwalder et al. 2005; Shafer et al. 2005). For example, Business Model Canvas 

(Osterwalder et al. 2010) is well-used as a practical business tool for the scholars to visualize 

and manage the core logic of a company. 

2.1.1 Definition of Business Model 

The business model concept emerged and became widely used since the end of 1990s, which 

might be driven by the advent of e-commerce business (Al-Debei and Avison 2010). After 

that, the number of articles and theses regarding to the definition of business model has been 

increasing. For example, only in ProQuest Dissertations and Theses (2016), there are more 

than 273,882 literatures relative to the business model concept that are presented in academic 

or scholarly journals. Although business model has become a quite popular topic for scholars 

to explore and there is a large amount of literatures discussed about the notion of business 

model, the business model concept remains unclear and lacks a theoretical consensus on what 

a business model is and how it works (Al-Debei and Avison 2010). According to The Business 

Model: Recent Developments and Future Research, Zott, Amit and Massa (2011) indicated 

that a business model could be translated and defined in different ways with different uses: a 

statement, a description, a representation, an architecture, a conceptual tool or model, a 

structural template, a method, a framework, and so on. Business model could be defined into 

different usage by different needs. The table below shows different definitions of the business 

model concepts. 

  
Table 1. Definitions of business model over years. 

Year/Author Definition Focus/Comments 

1998 

Timmers 

Architecture for the product, service and 

information flows; A description of the 

various business actors, their roles and 

potential benefits for them; A description 

of the resource revenues. (p. 4) 

Architecture for 

business; description of 

profit. BM provides a 

clear architecture of 

business and helps to find 

potential benefit. 

2002 

Magretta 

Business model provides a logical story 

about who are one’s customers, what they 

value and how one will make money in 

providing them that value (p. 4). 

Focus on the customers, 

the value proposition, 

and how to make money 

through the value 

proposition. 
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2002 

Chesbrough 

and 

Rosenbloom 

A mediating constructs between 

technologies, strategy and economic 

value. (p. 532) 

BM provides a bridge 

that could transfer 

technologies and strategy 

into economic value. 

2004 

Osterwalder 

A conceptual tool that contains a set of 

elements and their relationships and 

allows expressing a company's logic of 

earning money. It is a description of the 

value a company offers to one or several 

segments of customers and the 

architecture of the firm and its network of 

partners for creating, marketing and 

delivering this value and relationship 

capital, in order to generate profitable and 

sustainable revenue streams. (p. 24). 

Logic of earning money; 

description of value 

offering and delivering. 

BM provides a clear logic 

of how the value creates 

and delivers, which 

covers activities that in 

order to gain profit. 

2006 

Haaker, 

Faber and 

Bouwman 

A “blueprint of collaborative effort” of 

multiple companies who offer together a 

joint proposal to their consumers. (p. 646) 

Network between 

consumers and 

companies. BM offers a 

bridge between 

consumers and 

companies, which help 

collaboration. 

2008 

Al-Debei, El-

Haddadeh 

and Avison 

An abstract representation of an 

organization, be it conceptual, textual, 

and/or graphical of all core interrelated 

architectural, co-operational, and 

financial arrangements designed and 

developed by an organization, as well as 

all core products and/or services the 

organization offers based on these 

arrangements that are needed to achieve 

its strategic goals and objectives (p. 8) 

An abstract 

representation of a 

business architecture. 

BM provides an abstract 

of the whole activities of 

the organizations, which 

could help entrepreneurs 

to achieve strategy and 

goals. 

2009 

Doganova 

and Eyquem-

Renault 

Business model is a narrative and 

calculative device that allows 

entrepreneurs to explore a market and 

plays a performative role by contributing 

to the construction of the techno-

economic network of an innovation. (p. 2) 

A narrative and 

calculative device for 

marketing. BM is a 

calculating tool for 

marketing contribution to 

the techno-economic 

network. 
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2010 

Teece 

The essence of a business model is in 

defining the manner by which the 

enterprise delivers value to customers, 

entices customers to pay for value, and 

covers those payments to profit. It thus 

reflects management’s hypothesis about 

what customers want, how they want it, 

and how the enterprise can organize to 

best meet those needs, get paid for doing 

so, and make a profit.  (p. 172) 

Manner for delivering 

value; customer focus. 

BM provides a clear logic 

of how the value creates 

and delivers, which focus 

on customer. 

2010 

Baden-Fuller 

and Morgan 

Business models are to provide a set of 

generic level descriptors of how a firm 

organizes itself to create and distribute 

value in a profitable manner. (p. 157) 

Description of value in 

creating and delivering. 

BM provides a clear 

understanding of how the 

value creates and delivers 

in order to gain profit. 

  

2013 

Boons and 

Lüdeke-

Freund 

Business models as an important aspect of 

creating competitive advantage and 

renewing organizations, which serve as a 

development tool for business systems 

and architectures for representing, 

planning and structuring business with an 

emphasis on organizational efficiency. (p. 

3 and p. 5) 

Tool for creating 

competitive advantage. 

BM could be used for 

renewing organization 

and BM helps 

organizational 

innovation. 

2015 

Rauter, 

Jonker and 

Baumgartner 

Business model is to be understood as a 

layer which is embedded between strategy 

and operational activities to describe how 

strategy is put into practice. (p. 4) 

A layer for implementing 

strategies.  

2015 

Upward and 

Jones 

Powerful tool for identifying points of 

leverage within a complex social system 

within which the business pursues 

“value.” (p. 5) 

Focus on analysis tools; 

BM provides an 

understanding the logic 

of how an organization 

pursues value. 

 

 

The table above shows that the definition of business model could be different. Furthermore, 

business model has been widely used in organizations for different use: value, management 

and marketing perspective. There is still no consensus on the definition of business model 

(Upward and Jones 2015). Furthermore, not only the literature written by Al-Debei and 
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Avison (2010), but also numerous literatures show that the definition of business model is 

still “vague and fuzzy” (Burkhart et al. 2011; Zott, Amit and Massa 2011; Boons and Lüdeke-

Freund 2013). Even if the definition of business model remains vague and fuzzy, the business 

model is still fundamental for any organization in any industry (Magretta 2002), if companies 

do care about their revenue and their organizational behavior. The reason why the notion of 

business model is still not clear is business model could be due to different field applications 

and could be widely used for business practice in different industries (Burkhart et al. 2011). 

Moreover, Ovans (2015) indicated that the definition of business model is still indistinct, due 

to the term is defined by different people and depend on how they use it. 

 

In this research, business model is regarded as a powerful tool for analyzing business leverage 

within a complex system in our research (Upward and Jones 2015), since we will focus on 

sustainability in a dairy company, more information about business models for sustainability 

in an organizational level will be presented in section 2.2. By using the business model as a 

tool to analyze their current operational activities, it is possible to identify their drawbacks 

and achieve organizational innovation.  

2.2 Sustainable Business Models 

“Humanity has the ability to make development sustainable to ensure that it meets the needs 

of the present without compromising the ability of future generations to meet their own 

needs.” 

Point. 27 Brundtland Commission 1987 in World Commission on Environment and 

Development 

 2.2.1 Sustainability and Sustainable Development  

In the book, Caring for the Earth: A Strategy for Sustainable Living IUCN/UNEP (2013), the 

definition of sustainability could be interpreted as an ability that improves the quality of 

human life while living within the carrying capacity of supporting eco-systems. According to 

another book, Urban sustainability in theory and practice: circles of sustainability, James 

(2014) defines sustainability as “the capacity to endure over time, through enhancing the 

conditions of social and natural flourishing.” (p. 22). Furthermore, Brundtland Commission 

(1987) stated that the definition of sustainability is a part of the sustainable development 

concept, which means that sustainable development is a long term strategy for increasing 

sustainability. 

 

Sustainable development is divided into economic, social, and environmental blocks, which 

is named Triple Bottom Line (Hall 2011), with the three interlinking dimensions (Harris 

2003): environment, society and economy. Harris (2003) also said that these three dimensions 

are interlinked and influenced by each other in the long term. However, it is difficult to find 

a balance among these three sustainability dimensions (Harris 2003). 
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Also, in the economic perspective and the ecological perspective of Triple Bottom Line, there 

is a discussion whether the natural capital could be substituted by artificial capital to 

compensate the human consumption (Daly, Jacobs and Skolimowski 1995). Daly, Jacobs and 

Skolimowski (1995) defined sustainability into two types: weak and strong sustainability. 

Weak sustainability is profit-normative (Upward and Jones 2015) based on the statement that 

manufactured capital or human capital is basically substitutable for natural capital (Ayres, 

van den Bergh and Gowdy 1998). In contrast, strong sustainability is based on the statement 

that artificial capital is limited in substitutability for compensating natural capital (Daly, 

Jacobs and Skolimowski 1995). Compared to weak sustainability, strong sustainability is 

about insuring the well-being and natural resource of future generation by integration of all 

three dimensions, with no substitution of any type of capital against another (Neumayer 

2013). Furthermore, strong sustainability could provide a flourishing and resilient society, 

through integrating and balancing these three dimensions in a proper way (Ayres, van den 

Bergh and Gowdy 1998). In weak sustainability, substitution of one of the three dimensions 

of sustainability compensates for the other dimension (Ayres, van den Bergh and Gowdy 

1998).  

 

The sustainable development has increased in the past decade to help the understanding of 

how to increase sustainability in corporations by adapting new technologies and social 

practices (Boons and Lüdeke-Freund 2013). Previous research on sustainability (e.g.: Foxon 

et al. 2005; Verbong and Geels 2010; Fthenakis 2009) is mainly focused on new products and 

new technologies to increase sustainability by reducing cost and pollution; however, they 

missed the focus on BM which might determine whether a sustainable innovation will be 

successful or not. Compared to new technology, business model innovation is considered as 

a key to create sustainable business (e.g. Boons et al. 2013; Boons and Lüdeke-Freund 2013; 

Girotra and Netessine 2013). Therefore, there is a need to embed sustainability into a business 

model.  

2.2.2 Definition of Sustainable Business Model 

Many literatures discussed the definition of sustainable business model and business model 

for sustainability. For example, in the work of Lüdeke-Freund (2010), the business model for 

sustainability contained “definitions such as ‘business model eco-innovation’ and ‘extended 

customer value’ and propositions about how these concepts interrelate” which means that a 

BM that included the two main definitions of sustainability. The table below show 

 

Table 2. Definitions of Sustainable business model over years 

Year/ 

Author 

Definition Focus/Comments 

2008 

Stubbs and 

Cocklin 

SBM draws on economic, 

environmental and social aspects of 

sustainability in defining an 

The first definition of 

sustainable business model. 

SBM integrates three 
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organization’s purpose; SBM 

encompasses the systems perspective 

and the firm-level perspective; SBM 

uses a Triple bottom line (TBL) 

approach in measuring performance; 

SBM considers the needs of all 

stakeholders rather than giving 

priority to shareholders’ 

expectations; SBM treats nature as a 

stakeholder and promotes 

environmental stewardship. (p.121) 

sustainability dimensions 

(TBL) into the business 

model. 

2009 

Lüdeke-

Freund 

“... A business model for 

sustainability is the structural 

template of a business logic which 

creates the business case for 

sustainability. This can be achieved 

by …. evaluating combined measures 

like Environmental Shareholder 

Value and Environmental/Social 

Business Model Value (financial 

aspects pillar)” (p. 67) 

Business model for 

sustainability includes both 

environmental and social 

perspectives and can be 

achieved by measuring the 

outcomes in these 

perspectives. Furthermore, 

BMfs is used to support the 

creation of business cases for 

sustainability. 

2010  

Lüdeke-

Freud 

The business model for sustainability 

contained “definitions such as 

‘business model eco-innovation’ and 

‘extended 

customer value’ and propositions 

about how these concepts interrelate” 

(p. 1) 

In this case, BMfs leads to 

BMI with sustainable aspects 

and in this work, there is a 

description of how these two 

sustainable concepts are 

linked.  

2012 

Schaltegger, 

Lüdeke-

Freund and 

Hansen 

“Every modification or development 

of the business model with the strategic 

intention to support voluntary 

environmental and social activities 

contributing to these drivers can be 

regarded as an approach towards a 

business model for sustainability“  

In this case, BMfS is 

focusing on environmental 

and social activities. 

Voluntary activities as 

contribute. This can be 

interpreted as non-profit.  

2013 

Boons and 

Freund-

Lüdeke 

SBM creates competitive advantage 

and sustainable value to support 

technological or social offerings, 

products and/or services, 

organizational innovations are more 

Creating customer value, 

sustainable value and 

competitive advantage, 

through sustainable 

development. However, 
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about cross-cutting structural and 

cultural preconditions within and 

around companies. (p.17) 

sustainable innovation the 

linkage to business models 

should be further explored. 

2015 

Roome and 

Louche 

Business model that contributes to 

sustainable development might 

realistically be expected to mitigate 

the destruction of value in and on 

society and its environment that 

accompanies much conventional 

economic activity. (p.3) 

SBM avoids waste and 

achieve more financial 

performance, which benefits 

society, environment and 

economy. 

2015 

Upward and 

Jones 

SBM describes models of business 

anywhere on a continuum from 

profit-normative to be strongly 

sustainable, the business model 

becomes the most critical position 

from which stakeholders can 

influence the adoption and realization 

of new definitions of business 

success, including sustaining the 

possibility for flourishing. (p.21) 

Focus on flourishing and 

stakeholders. 

SBM could result in not only 

flourishing but also enables 

competitive innovation and 

advantage, in addition when 

measuring in conventional 

monetary terms. 

 

All these definitions in the table above show that there are two different terms of business 

models in relation to sustainability: Business model for sustainability (BMfS) and Sustainable 

business model (SBM). Both terms include social and environmental perspectives in addition 

to economics to define sustainability in a business model. However, BMfS focuses mainly on 

social and environmental perspectives rather than the economical perspective. In contrast, 

SBM focuses on all three dimensions of sustainability. Because of the challenges due to the 

milk crisis and Swedish farmers going bankrupt because it does not pay, the economic aspect 

is also a crucial aspect for any dairy firm. Consequently, in this thesis, sustainable business 

model (SBM) will be used. Furthermore, the definition, “SBM describes models of business 

anywhere on a continuum from profit-normative to be strongly sustainable, SBM becomes 

the most critical position from which stakeholders can influence the adoption and realization 

of new definitions of business success, including sustaining the possibility for flourishing.” 

by Upward and Jones (2015), will be used in this research. SBM is a tool for strong 

sustainability that results in a flourishing business, which could balance three dimensions of 

sustainability in a proper way (Ayres, van den Bergh and Gowdy 1998). 

  
Many theoretical literatures outline sustainable business model as a method for delivering 

sustainability into an organization. Upward and Jones (2015) state that Stubbs and Cocklin 

(2008) were the first ones to lay a solid foundation of a theoretical definition for sustainable 

business models, by trying to move business models from organizational values to socially 

sustainable values. Stead and Stead (2008) write that sustainable business model could be 
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interpreted as “multidimensional and normative idea about social, ecological and economic 

concerns” (p.66). Sustainable business model is about integrating matters of both societal and 

environmental into the core business of a firm or organization (Schaltegger and Wagner 

2006). For example, one sustainable business model, Triple Layered Business Model Canvas 

(TLBMC) developed by Joyce, Paquin and Pigneur (2015), which has been used as a strategic 

approach for applying sustainability into a corporation’s business model. On the other hand, 

business model is not only critical for organizations and firms to embed sustainability into 

their business strategy, but also a tool for corporations to analyze operational activities in 

complex contexts within environmental, social and economic perspectives. Upward and Jones 

(2015) pointed out that business model plays a crucial role in the ecosystem which includes 

social, natural, and economic dimensions. BM with focus on strong sustainability could 

improve the environmental and social responsibility while maintaining and increasing 

profitability for organization. For example, Strongly Sustainable Business Model Canvas 

(SSBMC) is an extensive tool of Business model canvas developed by Upward and Jones 

(2015) to analyze the core logic of a company within a complex context. 

 

There are benefits for companies in general to be more sustainable. “Business model that 

contributes to sustainable development might realistically be expected to mitigate the 

destruction of value in and on society and its environment that accompanies much 

conventional economic activity” (Roome and Louche 2015, p. 3). It shows that sustainable 

business model contributes the business financial performance. However, Barnett and 

Salomon (2012) write, “improving financial performance through social investments is not 

as simple as adopting certain practices in isolation” (p. 30). Companies need to take account 

into their stakeholder’s capacity to influence to see results from such investments. In other 

words, there is a need of adapting sustainability in a business model, but it is difficult to know 

how to do it in a proper way. Furthermore, it requires patience from companies which might 

make it difficult if they do not have long term goals for their finance.  

 

There are a lot examples of specific companies occupying sustainable business model: Xerox, 

Canon and Océ ‘pay per copy’ models (Baines et al. 2007). However, sustainable business 

model still lacks a comprehensive insight of how firms could approach embedding 

sustainability into their business models (Burkhart et al. 2011) which means how to integrate 

sustainable development in business model in a right way is still not clear. After all, it is 

obvious that sustainable business model is about integrating economy, society and 

environment into the organization in the long term. In order to have a deeper understanding 

of sustainability that is embedded into the present business model of a global dairy 

cooperative, SBM provides an approach for analyzing sustainability aspects in an 

organization. Because both sustainability and business model is embedded into our research 

question, SBM is relevant for this thesis.  

2.3 Tools for Creating Sustainable Business Models 

Sustainable business model (SBM) could be classified with three high-level groupings of 

business model innovation (BMI) which are technological, social, and organizational oriented 
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innovations (Bocken et al. 2014). Sustainability in the context of business model innovation 

can be defined as strategies and activities in a business that aims to meet the needs of the 

company and its stakeholders while the future needs of human and natural resources is 

protected, sustained, and enhanced by the company (Rauter, Jonker and Baumgartner 2015). 

To add, BMI for sustainability could be defined as: “Innovations that create significant 

positive and/or significantly reduced negative impacts to the environment and/or society, by 

changing in the way the organization and its value-network create, deliver value and create 

economic value or change their value propositions” (Bocken et al. 2014, p. 44).  

 

Further, by changing the existing activities or creating new activities to lead the firm to a 

sustainable development of new social technologies is involved in the business model 

innovation for sustainability (Laukkanen and Patala 2014). Meanwhile, the intention of 

business model innovation is to explore the potential drivers in terms of business success and 

contributions to sustainable development (Bocken et al. 2014). Furthermore, according to Yip 

(2004), if an organization wants to improve their sustainability performance, their business 

model should be incremental or radical changed, which turns out to be the decisive factor for 

succeeding. “Sustainable business models have the potential to bridge the gap between radical 

and systemic sustainable innovation and firm strategies” (Boons et al. 2013, p. 3). It shows 

the importance of business model innovation for sustainability and more companies are 

starting to increase sustainability by changing business model. Experiential learning approach 

is working in generation of new business models for both specific and/or multiple contexts. 

(Girotra and Netessine 2013). 

 

Even though many scholars have investigated the SBM concept, there is still not a consensus 

for a structured concept (Bocken et al. 2013; Joyce 2013; Upward and Jones 2015). Lüdeke-

Freund (2009) claims that SBM requires a generic template, which could be used for 

corporate sustainability. Then BM as a canvas that to use for integrating sustainability into 

the organization is needed. When it comes to canvas, as widely known, BMC that derived 

from Osterwalder and Pigneur (2010) has become a standardized tool and is widely used for 

management and entrepreneurship worldwide (Upward and Jones 2015). BMC has been 

proved to be a powerful tool for profit-focused businesses for formulating their business 

models by asking nine questions (Upward and Jones 2015), which address nine elements: key 

partners, key activities, key resources, value proposition, customer relationship, channels, 

customer segments, cost structure and revenue stream (Osterwalder and Pigneur 2010). 

However, Bocken et al. (2013) states that BMC is not enough when considering values for 

multiple stakeholders in sustainability aspects such as environmental and social in addition 

to the economic aspect. Hence there is a need for business model innovation that developing 

Sustainable Business Model Canvas (SBMC). Lüdeke-Freund (2009) states that a generic 

template of SBM should be like the BM ontology, which could be achieved by adding or 

changing the following five parts into the BMC (p. 56):  

 

1. Product/value proposition pillar: extends value propositions to integrate public and 

private benefits. 
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2. Customer interface pillar: involves customers and responsible partners in value 

creation processes. 

3. Infrastructure pillar: takes advantage of partnerships which enhance resources and 

activities. 

4. Financial aspects pillar: evaluates combined measures of shareholders, environmental 

and social value 

5. Non-market pillar: dedicates resources and activities to secure free, legitimate and 

legal behavior and to explore currently neglected opportunities in non-market spheres. 

 

Based on the BMC with its nine elements (Osterwalder and Pigneur 2010), together with the 

definition of SBM by Stubbs and Cocklin (2008), incremental changes enlarge the BMC 

adaptations towards sustainability. Joyce (2013) and Upward and Jones (2015) created two 

sustainable business model canvases which are Triple Layer Business Model Canvas 

(TLBMC) and Flourishing business model (FBC). They made changes based on these nine 

elements of the BMC and then integrated Triple bottom line into their new approach.   

  

Joyce, Paquin and Pigneur (2015) created Triple Layered Business Model Canvas (TLBMC) 

by adding two layers to the original business model canvas. In other words, the TLBMC is 

an extended model by adding two new layers to the BMC which results in three layers of the 

BMC.  It could increase the profit from adding new layers and leaves the original business 

model canvas intact (Joyce, Paquin and Pigneur 2015). TLBMC is a tool to put sustainability 

into organization’s business model which also contributes to design new models. Joyce, 

Paquin and Pigneur (2015) followed the definition of SBM by Stubbs and Cocklin (2008) and 

added two layers of BMC to the regular one, which are Social stakeholder business model 

canvas and Environmental life cycle business model canvas in addition to the original BMC 

which got the new term, Economic business model canvas. These three layers of BMC are 

related to each other. TLBMC could be used as an approach to create a new BM (Joyce, 

Paquin and Pigneur 2015), which could capture and deliver the additional forms of values 

through these two additional BMC layers. However, the relationship between these three 

layers of BMC is not clearly identified. 
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Figure 2.Triple Layered Business Model Canvas (TLBMC) by Joyce, Paquin and Pigneur (2015) 

 

The other SBMC is Flourishing Business Model (FBC), an overview of FBC is provided in 

Figure 4. The business model is reformulated as “a systemic approach of necessary and 

sufficient concepts that both describe and guide the business as a social system within its 

containing systems of economy, society, and environment” (Upward and Jones 2015, p. 10). 

The FBC is based on the BMC that is a profit-oriented tool which guides a corporation how 

to create a flourishing business for the enterprise itself and its stakeholders (Elkington and 

Upward 2016). Flourishing could be interpreted as “to live within an optimal range of human 

functioning, one that connotes goodness, generativity, growth, and resilience” (Fredrickson 

and Losada 2005, p. 678). Furthermore, in FBC, there are three interrelated dimensions: 

environment, social and finance (Jones and Upward 2014) which are the components that will 

make the corporation flourish because it is a shareable tool where the enterprise can use with 

its stakeholders and collaborate in order to find future preferred business models (Elkington 

and Upward 2016). In addition, the authors write that the FBC does not need to be used to 

only companies whose success is defined by flourishing, but also as a tool to diagnose 

possible gaps, risk, and opportunity in their business model to reach further to their goal. A 

comparison between FBC and TLBMC is presented in the table below:  

  

Table 3. Comparison between FBC and TLBMC based on Joyce, Paquin and Pigneur (2015) 

and Elkington & Upward (2016) 

  TLBMC FBC 

Sustainability Weak (layers) Strong (integrated) 

Relationship between 

these three aspects 

Unclear, weak Clear, strong 

Structure of the SBMC Three BMC with different 

aspects/focus 

Integrated with more aspects 
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Weaknesses No concern all the 

biosphere; No externalities 

when it comes to all 

materials and production; 

Lack systematic 

consideration for multiple 

stakeholders and 

sustainability 

Complex with contents, 

perspectives and elements; 

No element of market 

Strengths Use-friendly by only adding 

two new canvases based on 

original business model 

canvas; Each layer has its 

own bottom line to measure 

performance in capturing 

different forms of value. 

Sufficient elements and 

interrelationships of 

environmental, economic 

and social perspective; 

Contains biospheres. 

 

 

 

 

The FBC is built on the BMC which is already a solid tool for investigating a business model. 

In order to increase understanding of what aspects of sustainability that is embedded in a dairy 

company and what sustainability aspects are important for dairy firms, we will adopt 

Flourishing Business Canvas instead of the BMC, since FBC provides a clear relationship 

between three dimensions of sustainability and integrates all these dimensions into the BM. 

Another reason for not using TLBMC is due to it lacks systematic consideration of multiple 

stakeholders and sustainability and there is no externality when it comes to all materials and 

production, in the contrast, FBC has sufficient elements and interrelationships of 

environmental, economic and social perspective and it considers all biospheres. In this case, 

since we will analyze a dairy firm which contains a lot biophysical stocks, then FBC which 

considers all biosphere and has sufficient elements interrelationships of environmental, 

economic and social perspective will be suitable.  

 

In this thesis, we will adopt Flourishing Business Canvas. As widely known, Business Model 

Canvas (BMC) is the most common tool for building and testing Business Models (Upward 

and Jones 2015). It becomes a reference standard for not only teaching in management and 

entrepreneurship education all over the world, but also analyzing empirical research (Upward 

and Jones 2015). Business Model Canvas proposes an analysis that covers organizational 

activities, partners, value proposition, channels, resources, etc., which is used frequently as a 

method of analyzing business model innovation of an organization or a firm (Osterwalder and 

Pigneur 2010).  
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2.3.1 Framework of Analysis tool 

Ecological economists indicated that a successful strongly sustainable economy is a 

compatible success that is not only financial success but also with an understanding of natural 

sciences as well as environment that benefit human-life (e.g. environmental sustainability) 

and an understanding of psychosocial science for individuals to achieve a state of 

“flourishing” (Ehrenfeld 2000). Meanwhile, Upward and Jones (2015) state that strong 

sustainability could be described as a balanced triangle of non-substitutable among economic, 

social and environmental perspectives as Figure 3 below shows: 

 

 
Figure 3. A balanced triangle of non-substitutable among economy, society and environment, based on 

Upward and Jones (2015) 

 

In order to achieve strongly sustainable or flourishing outcomes, a new business model is 

needed for analyzing the functional integration of required critical components in the complex 

systems (Upward and Jones 2015). They also write that BMC focuses more on formulating 

profit-normative business models, and lack an architecture through of value added to society 

and environment. In the dissertation of Upward (2013), he discussed the ontology for strongly 

sustainable business model and started the development of a business model in order to 

achieve strong sustainability which is based on the original BMC. Later, Upward and Jones 

(2014) write that many business models do not consider the aspects of sustainability and 

social factors. Upward and Jones (2014) presented in Caring for the Future: The Systemic 

Design of Flourishing Enterprises the first version of SSBMC. However, since SSBMC is 

complex with 27 specific entity boxes and less practical in empirical using, they updated and 

simplified from SSBMC to Flourishing business canvas (FBC) which was launched later in 

2014. They defined the FBC with three contexts: environment (physical, chemical, 
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biological) which embed the planet and all life (both human and non-human); society (social, 

technological) that includes people as both individuals and groups such as cultures; and 

financial economy (monetary) which is costs, revenues and profits. (Upward and Jones 2014; 

Elkington and Upward 2016). 

  

In addition, when defined the perspectives of FBC, Upward and Jones (2015) got the 

inspiration from Kaplan’s Balanced Scorecard (1995). Upward and Jones (2015) recognized 

that there are four “perspectives” on any business. These four perspectives are: financial, 

customers, internal processes, and learning and growth.  Hence FBC is defined with four 

perspectives (Upward and Jones 2014) which define the company (Upward and Jones 2014, 

p. 4). First, the stakeholder perspective which describes “who that organization does it for, to 

and with”. Second, the product, learning and development perspective which address “what 

the organization does now and the future”. Third, the process perspective indicates “how, 

where and with what does the organization do it”. Fourth, the measurement perspective 

explains how the organization defines and measures its success (Upward and Jones 2014, p. 

2014). Each perspective together gives a business model with detailed definition (Upward 

and Jones 2014). However, there is an updated version of FBC later in 2014 (see the picture 

2.3.1.2) which shows that the perspectives have new terms: People, value, process and 

outcomes. It provides a clearer picture of the FBC. “Flourishing Business Canvas relates the 

contextual systems to these perspectives, highlighting what is unique to any enterprise’s 

business model versus what is shared with the rest of the economy, society and the 

environment.” (Elkington and Upward 2016, p. 133) 

 
Figure 4. Flourishing Business Canvas (FBC), the second version of SSBMC. 

Source: C Anthony Upward / Edward James Consulting Ltd, 2014, all rights reserved 

www.FlourishingBusiness.org, used with permission. 
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Upward and Jones (2015) write, “strongly sustainable business model must ensure that 

ethically and practically appropriate decisions (choosing the “right” things to do) and actions 

(doing things “right”) are described” (p.10). They added seven additional dimensions which 

are embedded into the original BMC, which has 9 questions, create a total of 16 questions to 

be answered when developing a flourishing business (Elkington and Upward 2016). The 

questions are linked together to the contexts and grouped into each perspective. These 16 

questions are presented below as components. 

  

1. Goal: The business’ goal that is agreed with its stakeholders. Success is defined in 

these three contexts: environmentally, socially, and economically. 

 

2. Benefits: The benefits from the result are measured in financial terms (e.g. payments 

received from customers), social terms (e.g. increased happiness, well-being etc.), and 

environmental terms (e.g. improved state of nature). 

 

3. Costs: The costs could be valued in financial terms (e.g. payments made to 

stakeholders, particularly suppliers), social terms (e.g. decreased happiness, illness 

etc.), environmental terms (e.g. nature harmed or depleted) (each in its own units). 

 

4. Ecosystem Actor: the human and non-human actors that engage with the business and 

might are representing different needs of other humans, groups, and non-humans. 

 

5. Needs: The fundamental needs of ecosystem actors that the organization intends to 

satisfy. 

 

6. Stakeholders: The roles of all the ecosystem actors that are involved in the 

organization (e.g. employees, owners, suppliers). 

 

7. Relationships: The relationships with stakeholders that organization must establish, 

cultivate, and maintain; the relevant functions in the relationships with value co-

creation and value co-destruction. 

 

8. Channels: The channels that are used to communicate, developing the required 

relationships, with each stakeholder (and vice versa). (e.g. retail, transport, email, 

Internet) 

 

9. Value co-creations: The positive value proposition for this business. The value that is 

co-created with the organization’s stakeholders and satisfies the associated ecosystem 

actors from their perspective, now and/or in the future. 

 

10. Value co-destructions: The negative value propositions for this business.  The value 

that presently destroys the business’ stakeholders and hinders satisfactions of the 
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needs of the associated ecosystem actors and from their view. 

 

11. Governance: The governance of the organization, where the stakeholders get to make 

decisions about what the organization does, where and how and its value propositions. 

 

12. Partnerships: Partnerships are the formal relations between organizations and 

stakeholders. Partnerships include agreements for resources and activities within the 

organization. 

 

13. Resources: Resources could be tangible and intangible resources (human, social, 

knowledge, monetary, energy), which are required to co-create, deliver and maintain 

the organization’s value propositions to achieve its goals. 

 

14. Biophysical Stocks: Tangible resources that the organization moves, flows or 

transforms into achieve its goals. “All tangible resources remain biophysical stocks 

somewhere on our single shared planet irrespective of this business’s activities” (p. 

135) (Considering the entire lifecycle of all technology and biological nutrients) 

 

15. Activities: Work or adding values to co-create, deliver and maintain the organization’s 

value propositions. For example, activities include the organization's business 

processes and activities could be social, monetary, or bio-physical or a combination. 

 

16. Ecosystem Services: Processes using biophysical stocks for creating benefits for 

humans need, for example, clean water, plant and animal growth, and clean air. The 

organization will take account into whether their processes improve or harm the flows 

of benefits.  

  

Elkington and Upward (2016) indicated that the purpose with answering the questions is to 

increase understanding of how to realize a specific goal in order to implement the desired 

outcome. Furthermore, these questions in FBC cover all three context of sustainability and 

these four perspectives and creates discussions about how to do a sustainable business and is 

not only focused on financial growth, but in all three contexts which would benefit all actors 

in the business and its surroundings. 
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3. Methodology 

In this chapter, model research onion is used for addressing methodical framework. This 

chapter follows each layer of research onion and discussed approaches, strategy, choice, 

case style, techniques and procedures. Meanwhile, data collection and data analysis are 

emphasized briefly. This chapter ends with an introduction of the case company.  

3.1 Methodology Choice 

Research onion will be used as illustrative tools for addressing methodical framework, which 

is created by Saunders, Lewis and Thornhill (2009) to articulate different stages that should 

be considered by researchers when structuring a strategy for methodology.  

 

 

 
Figure 5. Research onion model based on Saunders, Philip Lewis and Adrian Thornhill (2009) 

 

Research onion draws a comprehensive picture of how the research method should be built. 

Research onion also could be used in any contexts and adapted for any kind of research 

methodology (Saunders, Lewis and Thornhill 2009). Each layer of the research onion 

provides a detailed description of stages in the research process and indicates a progressive 

logic of how methodology design. In this thesis, we will follow each layer and describe our 

research method in detail. 

     
Techniques and 

procedure 
Time horizons Choices Strategies Approaches 
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3.1.1 Approaches 

There are deductive and inductive approaches within approaches part (Saunders, Lewis and 

Thornhill 2009). According to Saunders, Lewis and Thornhill (2009), the deductive approach 

begins with a statement, question or hypothesis, which are established and requiring a further 

response. The answer could be an explanation as well as a ‘yes or no’-answer after the 

investigation. In contrast, the inductive approach starts with an observation, research or 

investigation, which are analyzed and described for an emerging theory instead of existing 

theory. In other words, inductive approach is regarded as a process from the specific to the 

general (Bryman and Bell 2011). Bryman and Bell (2011) indicate the relationship between 

deduction and induction as below.  

 

 
Figure 6.  Relationship between Deduction and Induction based on Bryman and Bell (2011, p. 13) 

 

After all, the deductive approach is more about testing and implanting the theory in the reality, 

while the inductive approach is more like creating and exploring the new theory from the 

reality.  

 

The deductive approach is more suitable in this thesis, since this thesis is based on existing 

literature and there is a need for a comprehensive insight of what sustainability aspects are 

embedded in a dairy company’s business model. We have reviewed previous literature about 

business model, sustainable business model as well as sustainable development, and then 

specifically focused on the sustainable business model canvas and sustainability. Based on 

previous theory and research, we will investigate one specific dairy firm by using Flourishing 

Business Canvas (Elkington and Upward 2016), then obtain answers of research questions 

and testing the theory in reality. Since previous literature provides theoretical frameworks for 

analyzing tools for sustainable business model (e.g. Flourishing business canvas). Further, 

we tested the FBC in the reality for analysis of the case company.  

3.1.2 Research Strategy and Case selection 

According to Saunders, Lewis and Thornhill 2009, there are a lot of strategies which we could 

use: experiment, survey, case study, action research, grounded theory, ethnography and 

archival research. Each strategy has different benefits and barriers. Case study will be used 

in this thesis, since we will use one company as case to get a better understanding what 

sustainability aspects are important for a dairy company to embed into their business model. 

A case study is an extensive observation and investigation of one or more cases in a reality 

(Saunders, Lewis and Thornhill 2011). Baxter and Jack (2008) articulate that case study is 

 

Deduction entails a process in which:  Induction the connection is reversed: 

Theory Observations/findings Observations/findings Theory 
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“an approach to research that facilitates exploration of a phenomenon within its context using 

a variety of data sources” (p. 544). They also indicate that case study offers tools for scholars 

to explore complex phenomena in various situations. According to Yin (2003), case study 

should be used while (1) answer questions like “what” and “how”; (2) researchers can’t have 

access to take part in or control the event and (3) the phenomenon that studied is relevant in 

a realistic context, which is what we will implement in this thesis. 

  

There are various types of case study, Yin (2003) divided case study by different dimensions, 

and case study could be divided as single-case vs. multiple-case by the amount of cases that 

will be investigated within research. Because we will study only one case company in this 

thesis, we adopt the single-case study. The single-case study will be done by investigating the 

dairy cooperative Arla Foods and see what sustainability aspects they are embedding in their 

current business model. The choice not to do a multiple-case study is partly because we faced 

difficulty with getting in touch with another dairy company in order to do a comparison study 

instead of a single-case study. However, while coding the information, we found it easier to 

work with the data if it was a single-case study since our case company is unique in Sweden. 

Also, there is still lack of information and empirical data on the scope of the sustainability 

that is embedded in a realistic company (Harris 2003), which the single-case study could help 

the understanding of sustainability that is that embedded in a global dairy company and what 

sustainability aspect is important for the case company. Last, the single-case study provides 

researchers with “an opportunity to observe and analyze a phenomenon that few have 

considered before”. (Saunders, Lewis and Thornhill 2009, P146) which is why the single-

case study is more suitable in our case.  

  

In addition, we have chosen to investigate Arla who is a cooperative owned by farmers which 

is unique among dairy companies in Sweden and the only Swedish dairy company who has 

grown internationally. According to Saunders, Lewis and Thornhill (2016), the extreme case 

is focused on special cases of which provide data about unusual or extreme outcomes. 

Therefore, there is an interest in taking care of their owners who are also their suppliers where 

the outcomes of the business for example the payment to their farmers as their suppliers. To 

add, “Findings in extreme cases will be relevant in understanding or explaining more typical 

cases” (Saunders, Lewis and Thornhill 2016, p. 301). Since we wanted to see how they 

defined as sustainable business by looking at what sustainability aspects they embed in their 

business model from a cooperative perspective, it is an extreme case. Also, we wanted to see 

if they identify the declining amount of farmers as a part of their responsibility because their 

CSR reports have shown a declined number of farmers and low profitability which differ 

them from other dairy companies which have owner that sign contracts with the farmers 

instead of membership. In Sweden, they are responsible for 70 percent of Swedish milk 

producers. After all, Arla is an extreme case study, which means Arla is extremely different 

with other Swedish dairy companies. More information about Arla is addressed in 3.5 The 

case company: Arla Foods. 
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3.1.3 Research Choices 

There are two kinds of choices we could use: quantitative research and qualitative research. 

Quantitative research is “predominantly used as a synonym for any data collection technique 

(such as a questionnaire) or data analysis procedure (such as graphs or statistics) that 

generates or uses numerical data” (Saunders, Lewis and Thornhill 2009, p.151). In contrast, 

qualitative is used mainly for any data collection technique or data analysis procedure (such 

as interview and categorizing data) that generates or uses non-numerical data. 

Qualitative research focuses on “understanding the important characteristics of typically 

small samples of data” (Saunders, Lewis and Thornhill 2009). Moreover, qualitative research 

is based on human activities and approaches in humanistic and interpretive aspects (Jackson, 

Drummond, Camara 2007). In order to gather these qualitative data, interview is one of the 

most direct method of data collection in a research (Jackson, Drummond and Camara 2007). 

Also, Saunders, Lewis and Thornhill (2009) outlined that there are three methods that are 

addressed in choices layer: the mono method, the mixed method, and the multi-method. 

Mono-method research means only choose one research rather than adopt both qualitative 

research and quantitative research (Bryman and Bell 2011). In this thesis, we will use mono-

method research, which means we will use only the qualitative research method. 

Therefore, the qualitative research method will be suitable for this research, which human 

behavior directly provides data relative to the environment and biodiversity. In this thesis, we 

will investigate a company’s business model by using the tool FBC which also requires more 

details of information and data about environmental, social and economic sector. To collect 

primary data, we used interviews by both phone and online (i.e. e-mail and social media). 

3.1.4 Time Horizons 

There are two kinds of time horizons for researchers to plan their time. According to 

Saunders, Lewis and Thornhill (2009), these are cross–sectional, which is a short-term study 

and is “the study of a particular phenomenon (or phenomena) at a particular time” (p.155). In 

contrast, longitudinal which is research carried out over a longer period of time.  

 

According to Saunders, Lewis and Thornhill (2009), cross-sectional studies can be used in 

investigating and explaining how different factors are related, such as relationships between 

different factors. Since we investigate the case company’s current business model and not 

focus on their business model back in time but only retrieve some relevant information in 

order to do small comparisons connected to different sustainability aspects that might have 

been added recently. In addition, qualitative methods could be employed in cross-section 

studies, for example interviews. In this thesis, we used interviews as a method for collecting 

primary data about the case company. So, cross-sectional study is suitable for our thesis.    
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3.1.5 Data Collection 

There are two ways of data collection we will implicate: primary data and secondary data 

(Saunders, Lewis and Thornhill 2011). Primary data collection will come from the process of 

interview with participants and observe guided tour on the farm. Secondary data collection is 

about gathering data and information from, for instance, TV, newspaper, journal and other 

resource on website. This thesis will be based on secondary data; however, primary data like 

interviews will be used for providing additional information. In this thesis, we did two 

interviews due to the limit of time for this research. 

3.1.5.1. Primary Data 

The aim of the interviews was to get additional information which is not available online and 

to get a deeper understanding of how the cooperative business is operating and what 

sustainability aspects they consider are important for them. To collect data with interviews, 

it is crucial to find the right person to interview. As Saunders, Lewis and Thornhill (2009) 

indicated “Interviewers tend to choose respondents who are easily accessible and who appear 

willing to answer the questions.” In this case, Arla’s senior manager was available on e-mail 

and therefore, it was easy for us to ask him for a further interview on the phone. Furthermore, 

the Arla farmer was available on Arla’s page on Facebook where people were debating Arla’s 

action to decrease their price to their farmers. The Arla farmer was willing to answer our 

question in a private conversation on Facebook. The choice of the two to be interviewed is 

due to the senior manager’s specialization in Arla as sustainability expert and the farmers in 

order to get another view of the cooperative. 

 

Interview coding and follow-up questions of interviewee provides a more detailed 

information. Interview as a dialogue between interviewers and respondents is a better way to 

obtain specific information than others, since communication could gather more information 

and follow-up questions to interviewee will provide more detail information (Bryman and 

Bell 2011). The empirical material will focus on the different sustainability aspects of Arla 

Foods. 

 

When choosing interviewee for information about Arla, we called Arla and asked for someone 

who works with sustainability in the company. We were referred to Kjell Lundén Pettersson 

who is a senior manager and Arla’s sustainability expert. He has worked at Arla for almost 

20 years and has experience of sustainable development within the company. Therefore, we 

determined that he would be the right person to interview. Furthermore, when looking through 

Arla’s Facebook page, we found an Arla farmer who seemed to have knowledge in market 

and economy. And she was willing to answer our questions, therefore we asked her some 

question about their situation and discussed the problem that they face as farmers and owners 

of Arla because we wanted to see the other perspective of the cooperative and see how Arla 

take responsibility towards them. Since these two interviewees have different perspectives of 

Arla and Arla farmer doesn’t have a comprehensive insight of what Arla’s strategy and 

business model, we asked different questions for different interviewee. In addition, we chose 

to ask open question as well as specific questions in order to get different aspects of Arla. 
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Table 4. An overview of our interviews. 

Name Position Experience 

in firm 

Interview 

type 

Interview 

time 

Kjell 

Lundén-

Pettersson 

Senior 

manager 

of 

Corporate 

Responsibi

lity 

Since 1996 Via e-mail 

and phone 

Email:  

2016-03-

22 

 

Phone: 

2016-04-

20 

Arla 

farmer 

Owner of 

Arla 

(farmer) 

Since 2007 

in Milko, 

and then 

Arla since 

their 

merger 

with Arla 

in 2011. 

Via 

Facebook 

2016-04-

26 

 

 

The interview questions were developed from the theoretical framework where sustainability 

discussed, we developed interview questions with focus on their perspective of sustainability 

and how they use sustainability. We based the interview questions on FBC and tried to focus 

on what is not transparent in the collected secondary data. For us, it was important to embrace 

and understand their interpretation of sustainability and sustainable business.   

 

Questions for Kjell Lundén-Pettersson: 

 

1. What is sustainability for you? 

2. How much do you invest in sustainable issues? 

3. How do you choose your new business partners? 

4. How do you choose your stakeholders? What requirements related to sustainability 

do you have? 

5. How do you meet the customers’ wants of more sustainable and local products? 

6. How do you combine sustainability and profitability?  

7. What is important for you and how do you work with these questions?  

a. Social sustainable relations and responsibility (i.e. towards farmers) 

b. Technological sustainable development, which contributes to, for example, 

decreased greenhouse gas emissions at farmers. How do you help the farmers 

to improve their work with sustainability? 
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c. Environmental sustainability (i.e. preservation of the positive effects on 

environment of agricultural activities) 

8. What value do you want to deliver?  

 

For the Arla farmer, we chose to use another perspective and wanted to know what they 

thought of Arla’s work in overall, their financial situation and satisfaction.  

 

Questions for the Arla farmer (Translated into English): 

1. What do you think of Arla’s performance? 

2. Do you Arla farmers accept the low payment?  

3. Arla’s senior managers’ salaries are high, who decides their salaries? By you owners or? 

4. Do you recognize any issues that are value-destroying for you as farmer and Arla?  

5. Do you think it is okay for Arla to import dairy products, for example cheese, instead of 

producing it in Sweden with your milk?  

 

The interview guide was developed when we aimed to have case comparison in this thesis. 

There were also additional questions adjusted to Arla. Because, we planned to interview more 

than one company, we developed these basic 8 questions. The additional questions were more 

focused on the interviewed company, for example, to Arla, we asked how they handled the 

milk crisis and why they produced cheese in Denmark to be sold in Sweden instead of 

producing all cheese that is sold in Sweden in Sweden. When the case method was changed 

to a single case, we had a phone interview where we continued into details from the e-mail 

interview.  

3.1.5.2 Secondary data 

The secondary data are collected from literature for other purpose, in order to build basic and 

complement primary data (Saunders, Lewis and Thornhill 2009). Secondary data collection 

could be from scientific literature and other peer critique that address this area from different 

databases. In addition, secondary data will provide us qualitative data (i.e. website, journal, 

article, literature, commercials, and video) as well as quantitative data (i.e. statistics, annual 

report, and previous questionnaire results). We searched resources from between 2007 where 

the oldest available document is published on Arla’s website and the present situation and 

business model of the cooperative. The older documents will be used to see whether there are 

differences in the past and present, however the focus will be on what sustainability aspects 

they are embedding into their present business model. Since there are a lot of secondary data 

online, we were able to rely on the secondary data in this thesis. The benefits with secondary 

data from for instance the public media is that we are able to get different perspectives of how 

Arla are doing their business. Arla have its annual reports and CSR reports which show their 

own perspective, but it is also a way for them to market themselves. During our research, we 

used Arla’s CSR reports from 2007 and 2015, Arla’s annual report of 2007, 2014 and 2015, 

Arla’s Code of Conduct 2016, and Arla Strategy 2020 from their official website. We chose 

to check the reports from 2007 because we wanted to see whether there were differences in 

their work with sustainability during the years and understand their work for better 
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sustainability. Moreover, secondary data of Arla such as: Arla 2014 - New strategy for 

sustainable farming, Arla n.d. a - Ambitious targets, Arla n.d. c - Cooperative Democracy, 

Arla n.d. e - Research and Innovation,  and Arla n.d. b - Arla’s historia 1915-2015 etc. have 

been used in our thesis. Since the major secondary data are from Arla’s official website, we 

also used secondary data from the media such as online news articles and other research of 

Arla, such as: TT 2015 - Svenska mjölkbönder vill lämna Arla, Röhne 2012 - Hård kritik mot 

Arlas klimatkompensationer and Berg Martin 2015 - Så många mjölkbönder lämnar Arla, in 

order to compare and ensure accuracy and trustworthiness of the data and information 

gathered from Arla’s official website.  Furthermore, more than total 20 pages of the reports 

have been used in this thesis. These secondary data provided detailed information about each 

building block in the FBC, for example, the secondary data from Arla’s 2020 strategy 

provides us clear information of Arla’s goal, which belongs to one of the blocks in FBC 

Furthermore, secondary data from media and other research could also indicate information 

about channels, which is a building block in FBC. Hence, these secondary data relative to 

different blocks in FBC, which provides us a clear insight of Arla’s business model. In 

addition, literature to the method for doing research have also been be used; ScienceDirect - 

database; Chalmers University library and Halmstad University library - finding literature 

and books online. 

 

Examples of search words for this thesis: Arla, sustainability, sustainable development, 

business model, sustainable business model, flourishing business canvas. 

3.1.6 Data Analysis 

Since we only gathered qualitative information from both primary data and secondary data, 

Saunders, Lewis and Thornhill (2009) indicated qualitative data analysis procedures allow 

researchers to develop a theory from the collected data. How to transcribe an audio-recorded 

interview or interview notes and how to identify the main issues that researchers might meet 

when preparing qualitative data for analysis are important for researchers to analyze data 

(Saunders, Lewis and Thornhill 2009). 

  

Coding is the starting process of most forms of qualitative datea analysis (Bryman and Bell 

2011). Before coding, we needed to make sure that we have a transcription from the phone 

interview with Arla’s senior manager, “this procedure is important for the detailed analysis 

required in qualitative research and to ensure that the interviewees’ answers are captured in 

their own terms” (Bryman and Bell 2011, p. 476). The issue of transcribing interviews is that 

it is a time-consuming process (Saunders, Lewis and Thornhill 2009). For transcribing the 

phone interview, it took more than 5 hours from the record of the entire phone conversation, 

however, it was in English and therefore we saved a little time. Although the interview with 

the Arla farmers was done in text, the conversation was in Swedish. So we had to translate 

the interview into English which also was time consuming, but less time consuming compared 

to the transcribing process. The interview questions to the senior manager in Arla were more 

related to Arla’s strategy and their work with sustainability. In the interview with the Arla 

farmer, questions were related to their financial problems and satisfaction. After transcribing 
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the interviews, we read through and reviewed the initial set of transcripts, field notes, and 

documents. With the collected data, we started coding the different perspectives of the 

information and interpreted it (Saunders, Lewis and Thornhill 2009), which means identifying 

the most important findings and selecting the relevant data that is relative to the theoretical 

framework. During the coding process, we started to link the gathered information about the 

FBC. We identified and divided the information into the 16 building blocks in the FBC in 

order to see different sustainability aspects which are embedded in Arla’s business model. 

We also added comments on our findings and discussed it. 

  

 

 

For data analysis process, due to the 

data and information is from different 

sustainability aspects, understanding 

data is significant to be able to code 

and analyze the data in our thesis. The 

next step after understanding data is 

dividing data into different 

sustainability aspects into different 

categories of FBC which is the tool in 

this case. Since flourishing business 

canvas contains 3 contexts, 4 

perspectives and 16 building blocks, 

we divided the data and information 

that we gathered into different aspects 

following the blocks in the FBC. 

Further, we summarize and make 

statements of the gathered data to fill 

them into each block of FBC. After 

that, we commented the gathered 

information and the outcome of each 

component. Although, this process’s design is linear, the practical data analysis has not been 

linear but iterative to achieve better accuracy and logic.  

 

An example of our process of coding the information, we read what the key components are 

in their text in order to put it in the right block in the FBC. Here follows an example. 

  

Table 5. Example of Data Analysis. 

Information Category in FBC Comment 

 “It would be easy to dismiss 

plastic bottles as being 

environmentally unfriendly, 

Biophysical Stocks Since the text is discussing 

plastic bottles as their 

packages and whether 

Figure 7. The process of data analysis 
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simply because they are 

made from virgin plastic 

derived from fossil fuels, but 

this is overly simplistic.” 

plastic is renewable or not. 

Therefore, it’s suitable in 

the biological stock for 

further discussion about 

plastic as renewable or 

nonrenewable stock. 

 

However, since coding also is about interpretation, and much of information outside Arla’s 

website is in Swedish, one of us, the researchers, had to work with translating the information 

to English and at the same time code the information. Therefore, the process was divided 

upon two parts where the one researcher did the coding at first, to be followed up by the other 

researcher to see whether our interpretations matched. In the end, we discussed and adjusted 

the analysis to make sure that we feel satisfied with the work we have done both analyzing 

with FBC and Arla. 

3.2 Research Design 

Research design is about “the general plan of how you will go about answering your research 

questions” (Saunders, Lewis and Thornhill 2009, p. 136), which means it contains clear 

objectives, sources that will be collected, and consider the constraints which the we 

researchers might meet. In the context of a dairy company, we aim to increase understanding 

for what sustainability aspects are important for dairy companies to embed in their business 

model. 

 

The following step shows how we employ in research design for case study based on 

Eisenhardt (1989): 

 

1. Getting started - Definition of the research question: we focus on Swedish dairy 

industry and sustainability, then investigate whether there is a need of studies within 

business models for sustainability in agri-food sector which in this case is dairy 

companies. 

 

2. Selecting cases - Theoretical, not random, sampling: We chose Arla Foods as our case 

company because Arla is unique with their cooperative organization which has grown 

from Swedish to a global farmer-owned company and therefore might have more 

responsibility for their farmers which could be considered as the social aspect in 

sustainability. 

 

3. Crafting instruments and protocol - Multiple data collection methods: We will base 

on secondary data, while the primary data will be used for providing in-depth 

understanding. Two in-depth interviews will be adopted with different perspectives 

which come from a senior manager at Arla Foods and from one of Arla’s farmers. 
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4. Entering the field - Overlap data collection and analysis, including field notes: 

Transcribing and coding data that collected, in order to understand different 

perspectives of social, environmental and financial information. 

 

5. Analyzing data - Within case analysis: Gains familiarity with data and combine them 

with a theoretical framework in order to generate a sustainable business model of Arla. 

 

6. Reaching closure - Theoretical saturation when possible: After analysis and 

discussion, we concluded by answering the research question with help from our 

findings. We also provided suggestions for improvements for dairy companies. 

 

However, as the data collection process, this process was not linear either, which means we 

did not follow these steps but jumped to the next or previous step to develop better 

understanding of this thesis. During the whole process, the research question and focus have 

been undefined until in the end of this thesis work. The reason why it has been difficult to 

define a research question is because we faced problems with access to interviews.  

3.3 Trustworthiness  

Morrow (2005) demonstrated that in qualitative research, trustworthiness is crucial for 

qualitative data, which plays a key role for qualitative data’s validity and credibility. Bryman 

and Bell (2011) pointed out “Reliability, replication, and validity are presented as criteria for 

assessing the quality of business research” (p. 40). Then reliability, validity and credibility 

should be considered while ensuring trustworthiness. Credibility could be interpreted into 

internal validity (Bryman and Bell 2011), which mean credibility is about avoiding errors or 

distortion of analysis and checking the contents of the data and information haven’t been 

distorted in some way. According to Saunders, Lewis and Thornhill (2009), reliability could 

be translated as that data collection techniques or analysis procedures will conduct consistent 

results or findings. In addition, validity is about whether the findings and results that 

conducted are really about what they appear to be about (p. 157).  

 

“In the case of interviews, the interviewee holds the copyright in the spoken word. If a 

transcription is a substantial reproduction of the words spoken, the speaker will own copyright 

in the words and the transcriber will have separate copyright of the transcription.” (Bryman 

and Bell 2011, p. 147). In this thesis, we sent the quotes to the interviewed and got confirmed 

that they were approved to be used in this thesis. Adopting primary data as well as secondary 

data could avoid risk of case studies and achieve trustworthiness (Baxter and Jack 2008). It 

is important for us to gather data and information from different sources to ensure reliability, 

validity and credibility, e.g. we will gather secondary data from newspaper, journal and 

previous report; qualitative data from semi-structured interviews. Secondary data were 

collected from different sources in order to ensure reliability where information was repeated 

(i.e. Arla’s payment to their farmers) and validity, for example, one news article that either 

confirms or decline the information found on Arla’s official website. We were also aware 

about there are a risk that the information is not always confirmed or declined. Furthermore, 
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since this thesis is a qualitative research, we also needed to ensure credibility. Because it is 

about interpretation of the gathered information, we did not only collect the subjective 

information from Arla that might make them look better but also secondary data from 

different sources in order to get some variation in the information. Furthermore, an interview 

with an Arla farmer was done to get another perspective than from only the company which 

also could confirm the credibility of the gathered information. In the end, we also checked 

other articles and theses that bring up Arla and compared our information with their data 

about Arla to see whether we interpreted the information like they did. 

3.4 Research Ethics 

“Researcher's own ethical responsibility forms the basis for all research ethics.” 

CODEX - rules and guidelines for research, 2016 

 

Research ethics is essential for any type of research, especially in the business scientific 

research activities. In the context of this thesis, research ethics could be described into 2 

different dimensions. 

  

First of all, there are various research discussing ethics in a different context (Bryman and 

Bell 2011; Saunders, Lewis and Thornhill 2009). In different research areas or aspects, the 

research ethics are different. The main concepts we will adapt is no-harm to participants (not 

only the human life but also the life of plants or animals) and impacts on the environment 

caused by research activities, which are addressed by Bryman and Bell (2011). Since we made 

interviews for primary data collection, we took carefully the possibility that the interview 

questions could be harmful or could make the interviewee uncomfortable into consideration. 

Also, we gave the interviewees the opportunity to say no to an interview or refuse to answer 

some questions. Therefore, we avoided questioning the interviewees with narrowed question 

and aimed to open questions for a discussion instead. Furthermore, we didn’t push 

interviewee to answer to all our questions. Our interpretation of then done interviews is that 

the interviewees were comfortable with answering our questions and discussing them since 

none of them refused to answer any question. 

  

The second aspect is researchers should obey laws as well as rules and respect other people's 

religious beliefs when they do research with others. Lack of informed consent might lead 

various legal problem. As we have the access to some sensitive areas of the studied company, 

confidentiality is also important. All the research activities should have taken with 

permission. So, in this thesis, there is an anonymous interview and we as researchers have the 

duty for not showing the interviewee’s name as well as their information that could reveal the 

interviewed. With the other interviewee, we asked to use his name and information before 

starting the interview. In addition, we asked permission for recording the phone call. 

  

The researcher should behave correctly with not only the interviewees but also corporations 

(CODEX - rules and guidelines for research 2016). In the research process, the researchers 

should bear research ethics in mind to avoid misconducting. There are two typical 
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misconducts surrounding the academia and society, which are plagiarism and fabrication 

(Bryman and Bell 2011). In this thesis, we paid attention to avoid plagiarism and fabrication 

and made sure that we have used citations correctly and referred correctly. 

 

3.5 The Case Company - Arla Foods 

Arla are a multinational dairy cooperative which is 100 years old and have grown from 1500 

members to more than 12 thousand members, operating in 30 countries (Arla 2016a), and was 

in 2015 owned by 12,650 farmers from seven countries (Arla 2016a; Arla 2016a). 

 

Table 6. Brief introduction of Arla Foods (Arla 2016a). 

Company name Arla Foods AB 

Ownership Cooperative - farmer-owned 

Size (2015)  

 

12,650 farmers of whom 3174 in 

Sweden. Total 7 owner-countries. 

Operates in 30 countries 

Selling areas >100 countries 

 

In Sweden, Arla have 3174 farmers (Arla 2016a) which also make up a total of 76 percent 

of the total of milk producers in Sweden. Today, Arla are selling their products in over 100 

countries (Arla 2016a). Despite the organization has changed radically over the years, their 

aim is still to pay their owners, which are the farmers, as well as possible for their milk. 

(Arla 2016a).  

Arla produces dairy products and sells them to customers who sell to the consumers. Arla 

have numerous of products which are produced. They also produce different products in 

different location. Therefore, the table below will show Arla’s products in Sweden and the 

import to and export from Sweden. 

The table below presents what dairy products according to Arla’s operations in Sweden to 

get an understanding of what they produce and what they might import and export.  
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Table 7. Arla’s products based on the production in Sweden (Arla n.d. d). 

Arla Food AB Products 

Produced in Sweden Milk, cheese, cream, butter, sour milk, 

yoghurt and cooking products (such as 

crème fraiche) 

Imported products to Sweden Cheese (Denmark British) 

Exported products from Sweden. Milk powder (Asia) 

 

Today, due to the milk crisis where Arla struggle with overproduction of milk even in 

Sweden, about 31 percent of the Swedish milk will be milk powder what is exported to Asia. 

Here follows a list of their Swedish products and how much milk of the production is used in 

each product (Arla n.d. d):  

 

● Drinking milk: 23 % 

● Cheese: 22 % 

● Cream and cooking products: 11 % 

● Sour milk and yoghurt: 8 % 

● Cooking fat (butter): 5 % 

For their financial reports, the development between 2012 and present is interesting because 

it shows that Arla seems to be in an unstable position which also causes their farmers to be 

in an unstable situation too. 

￼  

Diagram 1. The amount of farmers in total and of whom are Swedish farmers (Arla 2016a; 

Retriever) 
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The number of members is also interesting; the number has been increasing, however, the 

trend has changed recently. To add, the amount Swedish farmers have been decreasing during 

2012-2015, at the same time as Arla’s revenue has grown.  

 

Diagram 2. Arla’s revenue in thousand SEK (Retriever) 

For comparison between 2014 and 2015, according to their annual reports, their revenue has 

decreased from 10,6 billion euro to 10,3 billion euro which is a decline in revenues (Arla 

2015b; 2016b).  

Also, the profit of Arla have not been linear during recent years but started to decline after 

2013, when the milk crisis started. 

 

Diagram 3. Arla’s profit margin in thousand SEK (Retriever) 
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However, the profit margin of 2015 is retrieved from Arla’s annual report which might not 

be trustworthy. The public annual report for 2015 is missing in Retriever which is why the 

amount revenue and net margin is missing. The profit margin is only a preliminary amount 

based on their annual report from 2015. To sum up, the table below presents the numbers for 

Arla’s finance and their members.  

 

Table 8. Arla’s financial information over time (Retriever; Arla 2016b) 

Arla Foods AB 2012 2013 2014 2015 

Revenue 

(Thousand SEK) 

16.562.000 16.693.000 16.999.000 ? 

Net margin (%) 0.41 2.68 1.72 ? 

Profit margin 

(%) 

2.08 4.54 3.89 Approx. 

2,8? 

Number of 

members/ 

Owners 

10,755 12,629 13,413  12,650 

Numbers of 

members/ 

Owners in 

Sweden 

3,661 3,385 3,366 3,174 

 

 

Since, Arla is a large cooperative company with more than 10.000 owners, the organization 

is a little complex. Therefore, a summary about its organization is presented below. 

  

 
Figure 8. An overview of Arla’s organization. (Arla n,d. c) 



39 

 

 

The entire organization is based on farmers who are the owners of Arla. The people who work 

in the board are elected by the owners. Other people who work within Arla are also employed 

by the farmers; for instance, workers at small dairy producers who produce dairy products for 

Arla are employed by the farmers, not by the board of Arla. However, the Board of Directors 

makes the final decisions. The farmers trust the employees and managers to increase 

efficiency and productivity in order to increase the payment to them. More information about 

its governance is provided in 4.1.11 Governance. 

 

Arla’s financial situation and the situation with farmers together with Arla’s present situation 

in the industry might require some focus on sustainable business model. Therefore, Arla is an 

interesting choice for investigating what sustainability aspects a cooperative think is needed 

to be embedded into their business model.   

 

 

  



40 

 

 

4. Empirical data and analysis 

This chapter is an integration of empirical data, analysis and discussion. It is performed with 

the analysis tool, Flourishing business canvas. Empirical data and analysis are provided 

based on the 16 questions of FBC. In the end, an overall analysis Arla’s business model is 

highlighted. 

 

Arla’s CEO, Peder Tuborgh said, “In Arla, we believe that by working with sustainable 

solutions, across the entire value chain, we will increase our competitiveness” (Arla 2014). K 

Lundén Pettersson explained that Arla uses the method Triple Bottom Line (TBL) in order to 

create long-term business models to become more sustainable in different ways (2016, 

pers.comm., 22 March). As Harris/Hall said, in TBL, these three linked and interrelated 

contexts of sustainable development is in the long-term; therefore, it is reasonable that Arla 

uses TBL as a method for sustainable development. Furthermore, they have experts on 

environmental strategies and they use 25 years’ area (K Lundén Pettersson 2016, pers.comm., 

8 April). To go deep to find out what they should do, they are doing it each 5-7 years. When 

questioning why they promote themselves as local when they are an international company, 

K Lundén Peterrsson explained that total 95 percent of Swedish milk products is from 

Swedish Arla farms (2016, pers.comm., 8 April). Furthermore, 70 percent of Swedish farmers 

are owners from the entire Sweden which also means that there is high possibility that there 

are local Arla farmers around. 

 

Here follow information and discussion about sustainability that is embedded in their business 

model and what sustainability aspects is included in their business model. 

4.1 Flourishing Business Canvas 

This section will contain information and analysis following the 16 questions of FBC. The 

collected data are mainly retrieved from Arla’s annual report 2015 and CSR report 2015, but 

reports retrieved from 2007 are also included in this section. Furthermore, information from 

the interviews is provided in this section. An overview of FBC of Arla is in the section 4.1.17 

(figure 13).  

4.1.1 Goals 

Arla’s goals with their stakeholders and how they define their success in sustainability 

(Elkington and Upward 2016) is presented in this section. Arla write that their long term goal 

that will be achieved by 2020, is developing their role as a global company, through adding 

value to human’s lives by natural nutrition and responsible operations (Arla 2016b). As the 

picture showed in Figure 9. In order to achieve this goal, Arla have three long term goal: 

Excel in eight dairy categories, focus on six geographical regions and win as one united.  
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Figure 9. Arla’s Strategy: Good Growth 2020 (Arla 2016b) 

 

In order to be a leading global dairy company, Arla aim firstly to excel with innovative 

products, a global-wide supply chain, compelling marketing and strong partnerships with 

their customers (Arla n.d. f). First, Arla aim to excel eight categories that are Milk and 

powder, Milk-based beverages, Spreadable cheese, Yogurt, Butter and spreads, Speciality 

cheese, Mozzarella and Ingredients, through three global brands: Arla®, Lurpak® and 

Castello®. Second, Arla mainly focus on six regions which is their main market; Arla believe 

that these six regions could bring the greatest potential to grow a long term profitable business 

for their farmers (Arla n.d. f). Arla have already built strong positions in Northern Europe, 

Middle East and North Africa. In the future, Arla plan to continue building on these market 

position and extending their market with four other regions: China and Southeast Asia, West 

Africa and Nigeria, USA and Russia. Third, Arla have been merged with more than six 

different companies into one in the past years. As for Win as one Arla, which means Arla will 

establish a European milk pool to ensure a more holistic use of their milk and their supply 

chain will be more efficient (Arla n.d. f).  
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Figure 10. Financial targets of Arla’s Strategy: Good Growth 2020 (Arla 2016b) 

 

 

To achieve their goals, they have a strategy which is mainly focused on financial targets, 

Figure 10 shows more detail of Arla’s 2020 Good Growth strategy. These five components 

drive the creation of short term goals which are broken down into their “seven essential goals” 

that are annual.  

 

For Arla’s goals for environment, Arla have their environmental strategy 2020 is a 'lifecycle 

management' perspective from cow to consumer (Arla n.d. g). Their environmental strategy 

2020 focuses on: sustainable farming, climate, zero waste, water and energy. They claim that 

the milk and agricultural material will be farmed in a sustainable manner by reducing 

greenhouse gas emissions throughout their entire supply chain, from cow to consumer; 

reducing consumption and changing energy sources from fossil to renewable; avoiding waste 

and achieving zero waste by treating waste as a resource to be reused or recycled. 

 

The measurement is done with for example employee surveys with outcomes in numbers 

which are a quantitative measure. And so is the measure of outcomes of environmental 

impacts. For example, their greenhouse gas emission is measured in numbers as quantity. 

However, they do not discuss, for example, how influential they are in improving the 

environmental impacts. Another example, what is the desired outcome of their quality 

program? How do they measure healthy milk? How do their farmers think about some issues?  

 

4.1.2 Benefits 

The findings have resulted in a few benefits that Arla get through its business which is 

presented in this section. First, since 2007 when their CSR reports started to be published 

online, it seems that they benefit mostly in having sustainable stakeholders who fulfill Arla’s 
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requests for sustainable business partners in financial, social, and economic terms. One 

example is they benefit in being able to launch 100 percent renewable cartons with renewable 

plastic caps. Furthermore, their continuous work for decreasing greenhouse gas emissions 

seems to benefit them because it leads to decreased negative effects on environment. Lastly, 

their location in Denmark seems to benefit their owners thanks to the Danish taxes for the 

members/owners of a cooperative (see figure 11). 

  

 
Figure 11. Description of how Danish cooperative tax rules work. (Arla 2016a, p. 58) 

 

Unlike other limited liability company, Arla is a cooperative dairy company, which could 

provide their farmers or owners the maximum payment. Because Arla’s current headquarter 

is located in Denmark, they can benefit from the Danish cooperative tax. “Danish cooperative 

tax rules take account of the fact that Arla’s suppliers are also Arla’s owners and that earnings 

do not accrue to the company’s shareholder but its owners in the form of the highest possible 

payment for their milk” (Arla 2016b, p. 58). 

4.1.3 Costs 

The costs valued in financial terms, social terms and environmental terms in Arla’s business 

will be described in this section.  

 

Arla writes a lot about their financial costs, but there is lack of discussion about their costs in 

social and environmental terms. Today, Arla uses the excess of milk to produce milk powder 
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that will be exported (Arla n.d. d) to increase the profitability, at the same time they produce 

cheese in Denmark. Their aim is to collect to the production of one kind at one place. By 

saving money on production, they can pay more for the milk from their farmer (Arla n.d. d). 

K Lundén Petterson explained that they have about 50 percent of the Swedish market while 

70 percent of Swedish farmers are members of Arla which also means that their farmers are 

producing too much milk to meet the demands (2016, pers.comm., 8 April). Therefore, they 

produce milk powder to decrease the excess. According to the statistics from LRF of how the 

milk products are used, the production of milk powder has increased while the production of 

cheese has declined recently. The amount of milk that will be used to produce 1-kilogram 

milk powder is the same amount that is needed to create 1 kilogram cheese. (Sveriges Radio 

2015; Arla n.d. d). However, when questioning about why they do not produce more cheese 

in Sweden because Swedish people eat a lot of cheese, he answered exactly as the Arla farmer 

did: Swedish people do not buy enough cheese; therefore, it is more effective and cost 

effective to produce cheese in Denmark (pers. comm., 27 April).. The Arla farmer explained 

further that since the groceries like ICA and low price-companies started to produce their own 

cheese and sold for lower prices and people started to buy them instead. So, to be able to 

compete with their prices, Arla are producing cheese in Denmark in order to be able to sell 

more cheese for low prices.  

  

Payment model 

Before 1 January 2016, Arla’s settlement model for milk across countries was not fully 

regulated. Today, Arla have a common settlement model for all owner countries that will give 

the farmers equal payment for equal milk. Pricing will in the first place be based on the 

content of fat and protein and farmers will get paid monthly. “The model aims to be fair, easy 

to understand, and is designed to support Arla’s strategy because owners will produce milk 

that will deliver the best performance price” (Arla 2016a, p. 16). 

  

“We manage our business in a responsible and cooperative way that promotes the financial 

interests of our owners.” 

Arla’s CSR Report 2015, p. 18. 

  

Connecting to the milk crisis, “What has created the critical milk crisis is a rare combination 

of increased supply and decreased demand” (Arla n.d. h). However, going back to “Over the 

recent years, the international price volatility has been significantly” (Holmström nd). The 

milk production industry is a low profit industry today because of the excess of milk; through 

cost savings and efficiency program, Arla are trying to get higher value and branded positions. 

The situation has been explained to politicians and banks in their owner countries in order to 

alleviate the conditions for farmers. 

  

According to K Lundén Pettersson, Arla wants to pay as much as possible to the farm. As in 

benefit, it is possible thanks to their headquarters’ location which is in Denmark Arla accept 

a profit margin of 3 percent of which 2/3 goes to the farmers and whether it is fair that all 

farmers get the same price for their milk no matter where they live (pers.comm., 8 April).  If 

they receive the high revenue or estimate high revenue in the next month, they increase the 
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account price, which is the price the farmers get. So the farmers could get more money 

immediately since they get paid monthly. 

  

“So those three percent, two third go back to the farmer once third goes to the investment.” 

(K Lundén Pettersson 2016, pers.comm., 8 April) 

  

In other words, the increase in the profit level will not appear in their annual report since the 

money “disappears” in the money flow out to their farmers who are their suppliers. 

Furthermore, Arla aims to improve the profitability which adds more value to the milk prices 

(Arla 2016a). Arla have decreased the pricing for the all their farmers which also affects the 

Swedish farmers. However, the interview with the Arla farmer explains that it is just about 

economics and why many farmers are unsatisfied with Arla because they do not understand 

how a cooperative works and that the market is difficult today according to the market 

economies (2016, pers. comm., 27 April). Neither do the consumers. However, according to 

the news article where Holmström from LRF said, “Many have misunderstand the causes to 

the Swedish milk crisis and believe that it is due to decreased demand for milk and dairy 

products, but that is not true. The crisis is due to the global price pressure, not to falling 

demand in Sweden” (Östensson 2015). He further explained that Swedish farmers are affected 

by the global market price and if they increase the price for their milk, the number of imports 

would increase. 

  

What to bear in mind is that the value of the milk varies between countries, but Arla pays the 

same price for everyone. In this case, if the farmers in the UK produce too much milk, the 

price goes down even for the Swedish farmers. That also means that, for example, if the UK 

farmers keep producing too much milk because the value is better to them than to the Swedish 

farmers, the Swedish farmers are the losers. It leads to a question: Do all their farmers really 

get fairly paid? Which is a question about both financial and social responsibility. Further, 

according to the president of Swedish Milk Farmers in an interview in Lantbruk & Skogsland, 

Arla’s business model is not consistent with the continuous Swedish milk production because 

their payment system is causing the Swedish milk crisis (Olsson, J 2015). 70 percent of Arla’s 

Swedish farmers want to resign due to the low payment because of loss in exports and over 

production in the other owner countries (TT 2015) which is a simple answer on the question 

whether Arla pays fairly to Swedish farmers. They might take financial responsibility through 

to ensure they can continue their business; however, they lose farmers, but it might not matter 

since milk is overproduced.  

  

 

Furthermore, Arla say that their farmers produce about 70 percent of all milk in Sweden but 

Arla have only 50 percent of the market (Arla 2016a). So, for Arla, there is an excess of milk 

of which that Arla have to take care. Arla solves that by exporting the excess to keep up the 

profitability (Arla 2016a). Other parts that make milk production difficult are, according to 

(Arla n.d. d), the political decision making conditions that do not exist in other countries than 

Sweden, for example: extremely high tax on diesel, obsolete law that applies on pasture, high 

expenses of employment. With that, they meant that Sweden’s politics need to understand 
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that if there are high requirements such as animal welfare, quality, food security, and 

environment that will also be higher costs. “Arla farmers are proud and brilliant businessmen 

who stand on their own, and they do not want charity.” (Arla n.d. h). In other words, Arla 

means that their farmers only want good preconditions to practice farming with fair conditions 

so they can compete with other European farmers. 

  

Because Arla are a cooperative, there are numbers of employees and they have a board. The 

board member also gets paid for their work. When employ people, Arla must consider the 

salaries for their employees so they match other similar works. In other words, Arla have to 

pay a lot to their board member, and especially the senior managers which also affects the 

amount of money left for the farmers. The senior managers have the opportunity to choose 

either fixed or variable salary. To Arla, it is costlier if the senior manager decides to have a 

fixed salary because the variable salary allows the salary to depend on the performance that 

Arla have delivered. When asking the Arla farmer about this, the farmer seems not to know 

how the salaries are set, “I guess the salaries are negotiated by the board” (2016, pers. comm., 

27 April). The farmer also explained, exactly as the public article, Vi betalar ett marknadspris 

(Berg 2016), that the senior managers have to be equally paid to other senior managers at 

other companies. With that said, it is a societal issue. However, giving managers the option 

to choose fixed salary, there is risk that they lose those money because of the senior managers’ 

self-interest in earning money. With variable salary, the senior manager will be evaluated by 

his or her personal performance, leadership, employee surveys, and Arla’s sales (Berg 2016). 

In other words, to choose fixed salary, there is less pressure to perform better. Therefore, the 

cost for salaries would be high. However, the toughest situation for Arla is how they will take 

responsibility for their farmers going bankrupt. In their CSR report 2015, it shows that the 

number of farmers are declining while the size of farms (numbers of cows) is increasing. 

4.1.4 Ecosystem Actors 

To repeat, ecosystem actors is those who engage in the business and these are representing 

different needs of other life (Elkington and Upward 2016). Hence, it can be interpreted as all 

life that is involved in their business value chain is also the business’ ecosystem actor. In 

Arla’s CSR report 2015, it is quite clear who are their ecosystem actors. Since they produce 

dairy products, their farmers and the cows that produce their milk is two important ecosystem 

actors that engage with the business (Elkington and Upward 2016). Other ecosystem actors 

in Arla who engage in their business are: employees, business partners (i.e. small dairy 

producers that produce dairy products for Arla, other dairy companies that they merged with), 

distributors, customers and consumers. That is the entire value chain, from cows to 

consumers. 

4.1.5 Needs 

The questions are linked together and therefore, this sector is related to the needs that 

ecosystem actors represent (Elkington and Upward 2016). Furthermore, in this sector, the 

needs that Arla intends to satisfy or might hinder are presented. 
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The cows represent the need of animal welfare and the need of natural resources such as 

grains and hay to eat. Further, farmers represent the need of maintaining their farms in order 

to be able to deliver milk to Arla. Although Arla does not say no to farmers to join or kick 

out, they are losing farmers and they are aware about it (Interview; Arla 2016a). Therefore, 

there is also need of a social responsibility to towards their farmers to increase a sustainable 

business. Also, Arla’s employees and business partners represent the need of safe workplace, 

diversity and equality (Arla 2016a). Moreover, their customers, and consumers requires safe 

food and high quality of food, distributors, customers and consumers. To add, the consumers’ 

requests such as healthy animals (i.e. free range animals or cows having access to pasture) is 

also a need to satisfy. 

4.1.6 Stakeholders 

In this sector, the roles of all ecosystem actors that are involved in the cooperative (Elkington 

and Upward 2016) are presented. Farmers are responsible for maintaining their farms and 

ensure production of healthy milk, which means that the farmers follow Arla’s regulations on 

antibiotic usage and the procedures on sick cows (Arla 2016a). Dairy producers are 

responsible to ensure that the dairy production is safe and is of high quality to ensure food 

safety and food quality for the consumers. Employees of Arla’s role is to make businesses, 

operate the entire cooperative and make sure that farmers are following their requirements 

and regulations. Furthermore, they encourage their farmers to improve their farms with their 

quality program, Arlagården, and communicating with the entire value chain. To sum up, 

they are responsible for running Arla as a company. Arla’s distributors ensures that their 

products are delivered to customers. Last, the consumer’s role is to give feedback to Arla 

about their business and their products.  

 

Furthermore, before entering a new market, Arla evaluate their potential impact on local 

stakeholders and local production from a social, business and human rights perspective (Arla 

2015a; Arla 2016a). So, Arla seem to try to choose more sustainable stakeholders into their 

business in order to increase their sustainability, except the farmers who can join Arla 

anytime. It seems like the entire value chain is not required to be fully sustainable since they 

focus on their business partners but not the other stakeholders that also take part of Arla’s 

business. 

4.1.7 Relationships 

This sector, the relationships that Arla have to maintain and cultivate is presented (Elkington 

and Upward 2016). Further, the function of each relationship in each value co-creation or 

value co-destruction relevant for each stakeholder will be discussed.  

 

In January 2008, Arla joined Global Compact by UN (Arla 2016a). Arla further claims that 

their code of conduct is in harmony with the 10 principles of Global Compact. In their CSR 

report 2015, they are still in harmony with these 10 principles. In 2015, they implemented the 

method, Total of Ownership (TCO), which supports them to identify the opportunities to save 
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costs for the entire lifecycle of the products and service (Arla 2016a). They aim to improve 

their relations with their suppliers in this TCO method. Arla writes in their CSR Report 2015: 

TCO provides a holistic perspective that includes considerations in relation to 

environmental sustainability, ethics and social responsibility when selecting a supplier.  

(p. 27) 

  

First, Arla have a responsibility towards its farmers since they are owned by the farmers. By 

being a cooperative, Arla accepts any farmers to join the cooperative. The farmer becomes 

an owner at the same time as they begin to supply Arla with milk. Compared to other dairy 

companies, they can say no to farmers to become their supplier, or kick out farmers if the 

market price is declining (K Lundén Pettersson 2016, pers.comm., 8 April). Also, farmers 

who live far out in the country can be denied to become supplier to most of dairy companies. 

However, Arla will let those farmers to become a member and owner. 

  

“We don’t say no to a farmer that wants to become a member and labour to Arla.” 

(K Lundén Pettersson 2016, pers.comm., 8 April) 

  

Furthermore, Arla have reception duty which means that they have to receive the milk (Arla 

n.d. h), no matter where their farmers are located or how much they have produced. In other 

words, Arla’s farmer will get money for each litre milk that they produce, even if the amount 

is too large for market which also means that the farmers will not need to waste milk. Arla do 

not kick out farmers because of the excess of milk that exists on the market today. Although 

Arla might never say no to their farmer to join and start to supply, there are farmers who do 

not have another option because of some reason but either join them or close down their 

farms. Others who have the opportunity to resign and start to supply another dairy company 

do it. In 2014, 17 farmers resigned from Arla (Berg 2015) and in August 2015, 47 Arla 

farmers resigned of whom 13 will start to supply another dairy company instead. Furthermore, 

according to Svenska Dagbladet, 70 percent of Arla’s Swedish farmers want to resign due to 

the low payment because of loss in exports and over production in other owner countries (TT 

2015). The number of resigning farmers is increasing recently. To sum up, Arla co-creates 

the value of cooperation with its farmers by not taking decision whether they will be in the 

business or not. However, the interviewed Arla farmer told that it happens that the customers 

who sell milk or dairy products to consumers negotiate down the prices for the products but 

increased the price in their stores (2016, pers. comm., 27 April). That might destroy the value 

of cooperation that Arla wants to achieve with their farmers because it causes a decreased 

payment to the farmers. This also harms Arla’s relation with its consumers because, for 

example, in Arla’s Facebook page, there are numbers of complaints about Arla not paying 

enough to the farmers. However, the consumers might not know that it is because the 

customers are deciding how much they are willing to pay for Arla’s products.  

 

Second, the other relationship in Arla is their employees which are the ones they need to 

cultivate and maintain in order to be able to operate their business. Therefore, they have 
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responsibility towards their employees. They do it by being an example of “good labor 

practices throughout our business activities” (Arla 2015a). They 

 

 Ensure that their employees working hour will allow time for leisure and rest, 

 Respects the freedom of association, 

 Provide suitable conditions and solutions for dialogue and collaboration with their 

employees and their employees’ representatives everywhere we operate, to ensure 

continuous development of people and business, 

 Do not accept child labor, defined as work conducted by people under 15 years of age, 

or a higher age if local legislation stipulates a higher age limit and/or longer 

compulsory schooling, and 

 Do not accept forced labor, and employees are not required to pay deposits or 

surrender identification documents when we employ them 

  

which is what Arla offers their employees to take part of in their workplaces (Arla 2015a). In 

this case, Arla values safe workplace and respect towards their employees. Furthermore, in 

their CSR report 2015, they write about gender inequality among their employees and that 

there are still more men than women.  

4.1.8 Channels 

The channels that are used to communicate, developing relationships, with each stakeholder 

(and vice versa) (Elkington and Upward 2016). The channels are used for communication, 

development of the required relationships with each stakeholder.  

 

Our research on how Arla are communicating with their stakeholders was done by searching 

online how they communicate with them. Arla communicates with its consumers through 

channels like social media, website, commercials and messages on their packages. 

Furthermore, news articles also give all of Arla’s stakeholders the opportunity to take part in 

what’s happening in the industry and how Arla acts in different situations. To communicate 

with the customers, Arla have a customer portal on their website. Arla are also available for 

feedback online as well as on phone for all stakeholders. Furthermore, as many other 

companies, Arla have an intranet where the co-workers communicate with each other and get 

information from Arla. To add, Arla also use transportation with trucks for getting the milk 

to the dairies and from the dairies to the customers. 

4.1.9 Value co-creations  

When it comes to the value creation processes, the customers, and in this case even 

consumers, is involved (Lüdeke-Freund 2009). The positive value proposition for this 

business (Elkington and Upward 2016); the value that is co-created with the organization’s 

stakeholders and satisfies the associated ecosystem actor from their perspective, now and/or 

in future. K Lundén Pettersson wrote in the first interview that Arla’s key values are health, 

natural, responsibility, and cooperation (2016, pers.comm., 22 March). Arla needs to clarify 
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and communicate with their customers and consumers about their values and why they focus 

on just these values. The key values seem not to be related to sustainability but more how to 

reach their financial goals.  

4.1.10 Value co-destructions  

The negative value propositions for this business (Elkington and Upward 2016); the value 

that presently destroys the business’ stakeholders and hinders satisfactions of the needs of the 

associated ecosystem actor and from their view. 

 

The negative value co-creations that destroy their positive values for each stakeholder in 

present and future are, for example, unsatisfied farmers, and consumers who do not agree that 

Arla take responsibility for their suppliers and owners which can be seen in the public media 

(i.e. news articles). The Arla farmer explained that unsatisfied could be due to the farmers do 

not understand Arla’s business model or payment model (2016, pers. comm., 27 April). The 

farmer compared Arla as another company where the owners lose money, not their employees 

and said that in this case, it is the same principle. However, in this case, Arla need to improve 

its responsibility to communicate with their consumers and farmers since there is lack of 

understanding from both consumers and farmers about how Arla’s organization works. Here, 

to connect to Barnett and Salomon (2012) again, letting the customers and consumers to 

engage into their business would help Arla in their business.    

4.1.11 Governance 

Which stakeholders of Arla make decisions about choice of stakeholder, Arla’s goal, its 

values to be delivered and the process of Arla (Elkington and Upward 2016). Since Arla are 

a cooperative, the structure of governance is different from the other dairy companies. 

Therefore, going deeper into Arla’s business is significant in order to understand their process 

and who make decisions about what.  

 
Figure 12. An overview of Arla’s cooperative democracy (Arla n.d. c) 
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As can be seen in figure 12, the company is divided into 29 districts in Sweden and 24 districts 

in Denmark (Arla n.d. c). These districts together form six regions. Each district with the 

members of Arla (who are the farmers) has its own district meeting where they elect a district 

council (Arla n.d. c). The elected district council will represent the district at the Regional 

Board and also on the Board of Representatives. Second, the Regional Board consists of the 

Board of Representatives which is the elected district councils together. Each representative 

brings up the issues considered by the Board of Representatives and the role of the Regional 

Board is to prepare and follow up these issues in their districts.  

 

At the next level, which is the company’s supreme body, the Board of Representatives 

contains 191 members of whom 179 are cooperative members and the rest 12 are elected by 

the employees of Arla Foods in both Sweden and Denmark. They have about three meetings 

a year. At these meetings, they make decisions that are related to the long term strategic 

decisions. Furthermore, they have responsibility on deciding how the profit for the year will 

be distributed. 

 

Further to the highest level, the Board of Directors who have 21 of whom 17 are cooperative 

members from seven different countries and the rest 4 are elected by the employees at Arla 

Foods. As the Board of the Representatives, the Board of Directors also makes decisions 

about the long term strategies. Members of the Board of Directors, National Councils and 

company management are obliged to inform the chairman of their decision body if they 

directly, indirectly, or through a third party, have material interests in a transaction or issue 

that directly affects the company (Arla 2015a). Further, they are responsible for following the 

activities and asset management within the company to “maintain the accounts satisfactorily 

and to appoint the Management Board (CEO and Vice CEOs)” (Arla n.d. c). Last, The 

Executive Management Board (EMG), which does not appear in the figure 12 “is responsible 

for Arla Foods’ day-to-day business operations and for preparing strategies and planning the 

future dairy structure” (Arla n.d. c).  

 

To sum up, the cooperative democracy means that Arla’s owners who also are their members 

are able to make their voice heard when it comes to important decisions (Arla 2015a). Arla 

are responsible for ensuring that their farmers get enough and relevant information about 

Arla’s issues and market conditions. Moreover, for collaboration with farmers, Arla have 

equal and fair terms for entering and exiting the cooperative (Arla 2015a). In addition, Arla 

conduct integrity due diligence before deciding to collaborate with new business partners, for 

example when establishing new joint ventures to ensure that their new stakeholders follow 

what Arla requires, for example, respect for human rights.   

4.1.12 Partnerships 

The infrastructure of a business contains partnerships in order to enhance resources and 

activities (Lüdeke-Freund 2009). Arla’s formal business partners and what resources they 



52 

 

contribute to gain preferred access and what activities they have for Arla will be presented in 

this section (Elkington and Upward 2016).  

 

Arla’s farmers who are members, have to fulfill Arla’s requests about ensuring food safety 

by following Arla’s regulations due to antibiotic usage and routines when antibiotics are used 

(Arla 2016a) because the farmers are the only supplier for milk in Arla’s organization 

(Lüdeke-Freund 2009). Otherwise, they cannot supply Arla with healthy milk. Therefore, 

when a farmer uses antibiotics incorrectly, Arla require a fee from them because if Arla cannot 

use the milk they retrieve due to their reception duty, they lose money. In addition, Arla will 

also help the farmer to improve his or his routines according to antibiotics to ensure they can 

continue to supply Arla with milk.  

 

Another business partners such as dairy producers and external companies such as 

transportation company or packaging producers which contributes with packages to Arla’s 

dairy products and ensure that the products are delivered to the customers. For the choice of 

partnership, Arla only enter into contracts with business partners who comply with the law in 

the countries where they operate and who respect and support internationally recognized 

human rights (Arla 2015a; Arla 2016a). Since Arla expect their business partners to prevent 

and respect human rights (Arla 2015a), they do not engage with business partners who do not 

respect or support human rights. Furthermore, it is important for Arla that their business 

partners to obey the law in the countries where they operate. Their suppliers are expected to 

be responsible to obey the requirements with aspects within social, environmental and human 

rights to ensure that they meet Arla’s expectations in relation to quality and food safety (Arla 

2015a). Before Arla enter a contract with a new business partner, they conduct a due 

diligence. 

 

Furthermore, Arla writes on their webpage that they will establish partnerships with 

universities and research organizations for their research and innovation department (Arla 

n.d. e). They plan also on having partnerships with suppliers and other private organizations. 

These partnerships are supposed to add external knowledge and experience to Arla’s business.   

4.1.13 Resources 

According to Elkington and Upward (2016), resources could be both tangible and intangible 

resources (human, social, knowledge, monetary, energy), which are required by Arla’s 

business to achieve its goals. Arla’s main resources are the cows and their farmers who supply 

Arla to produce their dairy products which might be quite obvious. Another tangible resource 

of Arla are their dairy producers who transform milk into dairy products such as cheese, 

yoghurt, cream etc. Intangible resources of Arla are their knowledge and experience as for a 

dairy company. Their knowledge in this process is valuable for Arla. Furthermore, as an old 

and large cooperative, Arla have a lot of employees and suppliers with experience and 

knowledge to contribute Arla’s business. Other resources are materials for packaging, energy, 

and water in their process in producing dairy products. Natural resource such as cows and 
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water provides and ensures good quality of Arla products. In addition, consumers and 

customers are also resources for Arla because they give Arla feedback about their products.  

4.1.14 Biophysical Stocks 

Biophysical Stocks are raw ingredients from the nature which are used in the business 

(Elkington and Upward 2016). Description of what natural materials Arla used in their 

business model will be presented and discussed in this section. Arla encourages all their 

owners and other milk suppliers to protect the environment by minimizing their negative 

impacts as well as maintaining and improving their positive contributions. Arla also supports 

their owners to utilize their farm resources efficiently to decrease their environmental impact. 

  

Arla strives to use more of renewable raw materials in their packaging. “The two of their 

largest suppliers in Sweden and Denmark have supplied the first fully renewable milk carton 

with plastic cap. Both carton and plastic are from renewable raw materials. One supplier 

produces material which is based on sugar cane. The milk carton is estimated to reduce 

greenhouse gas emissions by 20 percent. However, in Arla CSR Report 2007, Arla discussed 

the packages: 

  

“It would be easy to dismiss plastic bottles as being environmentally unfriendly, simply 

because they are made from virgin plastic derived from fossil fuels, but this is overly 

simplistic” (p. 19) 

 

Arla stated that they needed a picture of the whole chain to see the impacts on the 

environment, “We must consider resource use, operational efficiency, production waste, 

transportation and end of life disposal. We must also take into account market needs and 

consumer demands” (p. 19). When they did not have access to their present renewable plastic 

parts in their products, they could just rely on cartons which are renewable if they aimed to 

be environmentally friendly instead of including plastics. Observing those examples, it makes 

more obvious that profitability and finance are their primary interest. 

4.1.15 Activities 

Activities: The value adding work, organized into business processes that is required for 

designing, delivering and maintain Arla’s value propositions to achieve their business goal 

(Elkington and Upward 2016). Activities include the organization's business processes and 

activities could be social, monetary, or bio-physical or a combination. Except the common 

activities such as retrieving milk, producing dairy products and deliver them to the customers, 

there are other processes in Arla.  

 

Arla underlines in their Code of Conduct 2016 that their belief is that human rights of all 

people must be respected. They follow international agreements on human rights: UN 

Guiding Principles on Business and Human Rights and OECD Guidelines for Multinational 

Enterprises. (Arla 2016a). They aim to practice good human rights wherever they operate. 
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“We not only provide food products but also a culture that upholds internationally 

recognised human rights.” 

Arla’s Code of Conduct 2016, p. 26. 

  

Arla are aware of that they do business in countries where human rights are not always 

protected or respected; they emphasize that they maintain their belief that human rights should 

be respected and protected (Arla 2015a). They contribute the progress of human rights, by 

developing policies and strategies to ensure that Arla firm and its business partners respect 

and uphold human rights. Also, they work proactively and continuously to “identify, prevent 

and mitigate potential negative human rights impacts [they] may cause or to which our 

business activities may contribute” (Arla 2016a). 

 

Arla encourage their employees to understand what human rights are. 

“We support our employees in understanding what human rights are and we expect them to 

avoid any adverse human rights impacts, whenever acting in an Arla context” 

Arla’s Code of Conduct 2016, p. 27. 

 

They do it by following the list of their responsibility towards their employees. However, it 

might not help the employees to understand what human rights by being treated “well”. The 

employees could be educated in this by for example some lectures or workshop that helps all 

of Arla’s employees to work towards equality. Since they are a global company, gender 

inequality might appear in some countries, it is more crucial for Arla to really engage in their 

employees towards a more equal workplace with respect.  

 

Arla are signed to the Principles of Good Practice together with 178 countries in EU. Arla 

explains in their CSR Report 2015, “The principles ensure that disputes can be addressed in 

a fair and transparent way and provide a good framework for doing business” (p. 22). In their 

annual report 2015, they wrote that their mission was “To secure the highest value for our 

farmers’ milk while creating opportunities for their growth” (Arla 2016b, p. 5). Arla writes 

that their strategy to add more value to their brand and increase the profitability, they will 

strengthen their brands, focus more on selected market and make the entire organization more 

effective (Arla 2016b). 

  

Arla launched a strategy for sustainable dairy farming which be the next level after their 

quality program, Arlagården. This global strategy focuses on four main areas: animals, 

climate, nature and resources (Arla 2014). The aim of this strategy is to strengthen their 

position as a corporation with responsibility and help Arla farmers “towards more sustainable 

milk production” (Arla 2014). They also stated when launching their strategy, “Arla is already 

a sustainable company, but we want to take it to the next level by providing farmers with new 

opportunities.” 

  

“We acknowledge that production at our farms and dairies, packaging and transportation 

can affect the environment both positively and negatively” 



55 

 

Arla’s Code of Conduct 2016, p 20. 

 

Arlagården was introduced in both Sweden and Denmark 2003 (Arla 2008a), had been 

revised in 2006 to learn lessons of those first years. According to them, the program changed 

EU legislation, demands of their customers and generally the market. The program was later 

in 2013 launched in German, Belgium, and Luxembourg. In 2015, the farmers in the UK were 

introduced to Arlagården (Arla 2016a). Before that, they followed “Assured Dairy Farm 

Scheme” which is, according to Arla, a similar program to Arlagården (Arla 2008a). 

  

The first main area is animals. Arla aims to promote animal welfare and to fulfill the aim, 

series of workshops that covered for instance breeding, responsible use of antibiotics and 

reducing mastitis (udder disease) have been given to 500 farms in the United Kingdom (Arla 

2016a). To increase the responsible usage of antibiotics, Arla have organized a number of 

educational activities, for instance, informative posters to Swedish farmers, education to 

Swedish milk quality advisors, and meetings where more than 100 Danish vets have 

participated. Arla also has an online tool that helps farmers and their vets to agree the best 

routines (Arla 2016a). 

  

The second main area, which is climate. Arla aims to “reduce greenhouse gas emissions at a 

farm level by 30 per cent per kilo of milk, from 1990 to 2020” (Arla 2016a, p. 44). In 2015, 

more than 600 farmers from the United Kingdom, Denmark, Sweden, and Germany did a 

carbon assessment; they could see estimates for the amount of greenhouse gas emissions from 

their farms. Furthermore, this assessment allows the farmers to compare the data with other 

farms and get recommendations for improvements.  

  

The third main area is resources. Arla wants to reduce the amount resources that they use and 

waste. They have developed an evaluation of electricity use at the farm and tested it in 

Denmark. The analysis has shown that there is potential for reducing electricity spend with 

close 30 percent. They aim to introduce this further during 2016. 

  

Lastly, the fourth main area is nature. They are engaged in responsible sourcing. The soy 

which is used at Arla farms is certificated from RTRS (Round Table on Responsible Soy) or 

ProTerra. Furthermore, they are participating in different program, such as Sustainable 

Protein Dialogue in German and research project that investigate “how to extract proteins 

from green biomass and thereby provide alternative protein sources” in Denmark (Arla 2016a, 

p. 45). To ensure that all farms that are member of Arla follow the same standards, Arla have 

their quality assurance program, Arlagården®. This program operates in all the seven 

countries where Arla have its farmers (Arla 2016a). 

  

When looking in their documentation about Arlagården, much is the same as what Swedish 

laws animal welfare. However, there are differences between owner countries, depending on 

their laws and the available resources which can make Arlagården seems not to be consistent 

and trustworthy for the end consumer. However, in Arla’s CSR Report 2015, they are aware 
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of this issue. In the report, an expert of branding and organization identity stated “With 

consumers wishing to know more about animal welfare and ethical standards in farming, this 

is a huge asset that still needs to be leveraged” (p. 23). With that said, Arla needs to pay 

attention to this issue and how to communicate with the consumer about this issue.  

  

4.1.16 Ecosystem Services 

In this section, the processes within Arla using biophysical stocks to create benefits for 

humans need will be presented.  

 

The cows represent the need of animal welfare and the need of natural resources such as 

grains and hay to eat, Arla needs to pay attention to this need to prevent the natural resources 

which are needed for the cows. Since United Nations 2016 wrote that the natural resource 

capital is decreasing. Therefore, Arla should focus more on helping their farmers to increase 

the quality of the animal welfare for the cows, since an interview in Arla’s CSR report 2015 

with a senior advisor at World Wildlife Fund (WWF) Sweden said “Cows have a unique 

capacity to transform grass into valuable protein, particularly on land not suitable for crops” 

(p. 41). Therefore, it is important to go back in the value chain all the way to cows and not 

only farmers as a milk producer. In Arla CSR report 2015, they write that the management of 

sick cows is important, however, they do not go into details in other ways than just antibiotic 

usage which could decrease the quality of milk. For the natural resources, Arla does not go 

further back than cows and therefore, there is a need of doing a business that encourages 

biodiversity and how to decrease the greenhouse emission from the cows. 

 

For zero waste, however, Arla faces a dilemma. By providing products with extended shelf-

life, there are one positive side and one negative side. The negative side is that producing 

milk with longer shelf-life will use more water and energy. However, the extended shelf life 

could reduce waste by aiming that the product will maintain its natural goodness and taste for 

as long time as possible (Arla 2016a). It is interesting that Arla wrote about products with 

extended shelf-life because the present situation is to face the challenge of milk 

overproduction. In what sustainable perspective would it be to offer products with extended 

shelf-life when the demands do not meet the amount of produced milk? Since they wrote 

about the negative side which was the fact that those products require more energy and water 

to produce, it is not a way how to handle the situation where too much milk is produced. It 

might reduce the waste, but requires more to produce. The more milk that can have extended 

shelf-life, the more energy and water will be used in the process. What would be more 

sustainable? They need to take it into consideration. 

 

For water and energy consumption, Arla aims to annually reduce three percent in 

consumption of energy and water till 2020 (Arla 2016a). In 2020, at least 50 percent of the 

energy that they use must be from renewable energy sources. A few dairies in Denmark have 

started to switch to biofuel and which will reduce greenhouse gas emission. Also, in Sweden, 

switching to renewable energy and improving energy efficiency have been done. However, 
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2015 shows an increased total energy consumption. Furthermore, Arla does not discuss what 

kind of renewable energy they use and how they are doing it. For instance, where does the 

electricity at the farms come from? Is it generated by wind power? Or is it only the dairies? 

What is the bio-fuel at a dairy used for? They do not discuss this in details. 

  

Despite Arla have increased its production, their water consumption has decreased during 

2015. Arla have made some efforts to decrease the water usage, for example using rainwater 

and recycle clean waste water, installing heat recovery systems that stores and reuses hot 

water which also save energy at some farms (Arla 2016a). They plan to continue to implement 

that on other sites. 

  

In 2012, Arla was criticized for their work with climate compensation in Mocambique where 

the farmers who work with planting trees in order to compensate did not get paid for their 

work (Röhne 2012). According to the same article, Arla were about to investigate the issue 

because their suppliers were responsible for this work. However, in the CSR report 2015, the 

word “climate compensation” did not exist. Did they drop the work or what happened to their 

work with climate compensation since then? 

 

Furthermore, since Arla operates in 100 countries, there is a need of effective logistic to be 

more sustainable if they do not use a more sustainable fuel (e.g. biofuel) for their 

transportation.  

 

“Transportation has not large impact on environment if the logistic is effective” 

(K Lundén Pettersson 2016, pers.comm., 22 March) 

 

Arla aims to improve its transports and minimize fuel consumption. Since 2013, the switch 

from fossil to bio-fuels has been ongoing in Sweden. Rapeseed Methyl Ester (RME) and 

Hydrated Vegetable Oil (HVO) are the most common biofuels. Furthermore, Arla writes in 

their CSR Report 2015, “during the last year was facilitated by tax incentives” (p. 39). Arla 

expects that they will use 85-90 percent biofuel in total by 2016. However, Arla face 

challenges in switching to biofuels in other countries because of, for instance, economic 

incentives. Therefore, it will be very difficult to reach their goals in greenhouse gas emission 

because there are no other alternative fuels. On the other hand, Arla have initiate to increase 

the size of the tankers per vehicle when transporting raw milk in order to have bigger volume 

per vehicle (Arla 2016a) In that way, they can reduce the number of vehicles which also 

reduce the amount fossil fuel to be used.  Their work with more effective logistics and 

switching to biofuel will continue to decrease greenhouse gas emissions which benefit Arla; 

however, they need to start to work with the cows because cows also generate greenhouse 

emissions that need to be decreased.  

 

In addition, they also have environmental responsibility that they want to increase through 

helping their farmers towards sustainable farming. In Ambitious target - how we work, Arla 

(n.d. a) writes that they also work for increasing sustainability in milk production with help 
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of their quality program Arlagården to help their farmers to become more sustainable. In that 

way, they will use demonstration farms and workshops for sustainable dairy farming where 

they will involve their farmers (Arla n.d. a) into their work towards improved sustainability. 

On the other hand, Arla does not write much about health or natural in their reports or on their 

website more than they want natural and healthy milk without contamination of antibiotics or 

harmful chemicals. However, Arla faces some difficulty in implementing their strategy and 

deduction for antibiotics. Arla writes in their CSR Report 2015, “However, some national 

legislative demands make complete alignment impossible” (p. 29). By 2017, they aim to have 

aligned settlement models for all quality parameters. Before unloading milk at dairy, all 

tanker will be tested for antibiotics. 

  

“If tankers are carrying milk containing antibiotics, it is discarded at the dairy and the farm 

supplying the contaminated milk is identified.” 

Arla’s CSR Report 2015 p. 29 

  

Arla writes that milk samples will be taken five times a month and analyzed for antibiotics. 

If there are traces of antibiotics in the sample, Arla will put a fine on the farmer. Furthermore, 

the farmer will also have support from Arla to improve routines at the farm (Arla 2016a). 

However, there are no bigger differences or improvements other than the fact that the testing 

of antibiotics is more frequent today compared to 2007 when they only tested each 12 weeks 

(Arla 2008a). 

  

Furthermore, there are two aspects of antibiotic usage. First, to prevent the animals from 

developing resistance against antibiotics which could help them to recover from some disease 

or damage. Second, to ensure food security where humans do not get antibiotics in their food 

because if there is contaminated milk, they cannot sell the milk. In this example, they do not 

write about the contaminated milk as waste. They do not address antibiotics usage as a 

problem when it comes to animal welfare but more about their ingredient which is milk. To 

be able to use the received milk is in their primary interest because more milk brings more 

profit.



 

59 

 

4.1.17 Visualization of FBC of Arla Foods  

 
Figure 13. FBC of Arla Foods AB 2016
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4.2 Analysis 

Burkhart et al. (2011) wrote that firms lack understanding of how to embed sustainability into 

their business models; however, Arla uses Triple Bottom Line to have a long-term business 

model (K Lundén Pettersson 2016, pers.comm., 22 March) which shows that they are into 

embedding sustainability into their business model. In Triple Bottom Line, these three factors 

(economy, society, and environment) are interlinked such as in FBC. Arla writes about their 

activities in these three sustainability contexts in their CSR reports and their goals with those 

activities in their Code of Conduct. However, it seems that financial aspects are more 

dominant compared to the other contexts. For example, Arla have not mentioned that they 

want their farmers to have this opportunity to evolve their farmers like that but provides weak 

information about sustainable farming that will take care of for example energy use and 

antibiotics. They have heavy annual reports that tell how they will achieve their financial 

goals, but they did not put large efforts on environmental or social contexts. For example, 

they do not write why they are including those activities or how to implement them. 

 

To compare their CSR report from 2015 and their annual report from 2015, the CSR report is 

only 68 pages while their annual report is 124 pages long. Furthermore, in their CSR reports, 

their work with their owners takes small part of the entire CSR and discusses mostly about 

payment and the farmers as their owners. They have not discussed how they will help their 

farmers in their project Sustainable farming or relate the project to the low payment to their 

farmers and how to improve it but discussed it as value creation which is a part of financial 

context. If they do not give more attention to their key stakeholder and if they do not pay their 

farmers enough, how would the farmers be able to convert their farms or improve their farms 

to become more sustainable? What do they consider as social responsibility, more than just 

human rights? Furthermore, considering Diagram 1 in page 36 in this thesis, they started to 

lose their farmers after 2014, in total. However, for Swedish farmers, it has been a decline 

since 2012. Before 2014, the number of total farmers has increased. In Arla’s reports, they 

also write that they expect more resigns of their members. However, Diagram 2 in page 37 

that shows the growing revenue in 2014 at the same in Diagram 3 in page 37 shows a 

declining profit margin. After 2014, the total amount of farmers started to decrease. These 

numbers are globally and not locally. The decline of profit margin might be a reason why 

Arla are more focused on the financial block compared to the other fields because a business 

naturally wants to survive and retain its position in the market and industry.  

 

Also, each 5-7 years, they go deep into what they need to do in their sustainability work. 

Despite it has been 8 years between the first available CSR report from 2007 and the present 

CSR report from 2015, there are no large differences between them. Compared to their annual 

report from 2007 and 2015, there were major changes which might could be due to the 

expansion of Arla and the milk crisis that started in 2013 (Arla 2008b; Arla 2016b). In their 

annual report, they went through the value chain from milk to the consumers. However, in 

their annual report from 2015, they discussed strategies (e.g. value creation, financial goals) 
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to retain their business in a presently difficult industry. Which could be interpreted as they 

are focusing more on financial sustainability rather than the other three contexts.  

 

In addition, in media, Arla is criticized and there is lack of facts or evidence that they have 

taken actions towards their goals in sustainability area. An example, Wapnö AB in Halmstad, 

Sweden, has taken actions towards an environmentally sustainable business where they have 

become self-sufficient with the whole value chain on their farm before their products reach 

customers and consumers. How will Arla compete with Wapnö in sustainability aspects when 

they lose their owners and suppliers? 

 

 

 

 

 

 

 

.  
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5. Conclusion 

This chapter presents the findings and conclusion after the analysis. Research question is 

answered in this part, limitation and suggestion of further research are provided in the end. 

  

This study aims to increase the understanding of what sustainability aspects might be 

important for dairy firms to embed into their business models. To be able to do that, the 

research question, “What sustainability aspects are embedded in the present business model 

of a global dairy company?” was raised. To start, in the environmental context, the aspects of 

sustainability that is embedded in their business model are decreased greenhouse emissions, 

renewable packages, renewable energy, usage of energy and water. In the social context, the 

aspects of sustainability that is embedded in their business model are human rights, 

responsibility towards employees (e.g. safe work place) and farmers (e.g. invites any farmer 

to join). Finally, in the financial context, the aspects of financial sustainability that is 

embedded in their business model are: value creation, fair payment to all their farmers, 

cooperative growth, excel, focus on chosen market.  

 

Most interesting is that they stated, “Arla is already a sustainable company, but we want to 

take it to the next level by providing farmers with new opportunities” (Arla 2014). However, 

the collected data show that Arla have a large focus on their financial goals and quantitative 

outcomes since they make efforts on breaking down their main goals into annual goals and 

gives detailed information about the financial goal rather than other goals addressing to social 

and environmental areas. For example, more details in what desired outcomes and goals for 

their program, Arlagården, are needed to clarify.  Furthermore, there is lack of annual goals 

of environmental goals that will show the process till 2020. That shows that they still have 

the traditional view of value which is more how to generate money rather than the new way 

of value that includes not only economic but also environmental and social values. In addition, 

who they are doing the business for is not throughout clear. They run the business for their 

farmers who are the owners of the company, but it is much about value and process between 

the farms and the customers; for example, how to ensure the quality of milk and productivity. 

Arla also writes about cooperative growth, however, it is unsure how they work for 

cooperative growth if they are losing their owners who actually are part of a cooperative. As 

Barnett and Salomon (2012) write, a corporation which focuses on social performance will 

pay, as a corporation with financial focus will do. In Arla’s case, they are a cooperative which 

is owned by farmers and get raw ingredient (raw milk) from cows that need natural 

ingredients from a nature with biodiversity and therefore there is a need of more focus on 

social performance that benefits all stakeholders and ecosystem actors in the business. 

However, might be difficult to run a business with pure focus on sustainability since a 

business is dependent on its value chain and the demand. If customers or consumers want to 

support the sustainable development or want to buy product for lower price that benefits them. 
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However, it might not be impossible since for example Ben and Jerry (ice-cream 

manufacturer) is able to sell their product at a higher price due to the focus on social 

performance (Barnett and Salomon 2012).  

 

Barnett and Salomon also (2012) write that companies with focus on social performance who 

have the highest sustainability build their relationships in sustainable areas which are: 

Environment, community, corporate, governance, employee, rights, diversity, products, and 

employee relationships. In this case, Arla are more likely one CFP company, which means 

that they focus on corporate financial performance since their activities are more like tools 

how to reach their financial goals. For example, the fact that Arla pays their farmers the same 

price no matter in which country the farmers are located. It is important to bear in mind that 

the value of the milk vary between countries, but Arla does not do that and pays the same 

price for everyone. In this case, if the farmers in the UK produce too much milk, the price 

goes down even for the Swedish farmers. It leads to a question: Do all their farmers get fairly 

paid? Back to Östensson (2015), which leads to the conclusion that Arla would survive 

financially even if they lose more farmers, no matter where their farmers are located. As a 

cooperative, if they do care about their farmers and want them to survive, they might need to 

make changes in their statutes that the farmers will get paid depending on the value in the 

current country and not being affected by the production in other countries. As it looks like 

today, Swedish farmers are the loser because farmers in other countries are continuing to 

produce too much milk. Being a global cooperative, it brings responsibility for more than 

only delivering dairy products and paying their members. If Arla, for example, focus more 

on their farmers and how to improve their survival rather than expecting them to resign, they 

could continue their cooperative growth which probably would help them in the long term 

success. If they continue to focus on generating money, they will lose their suppliers in the 

long term. They lose their relationships because of their unstable position as a CFP company 

instead of focusing on improving their relationships. Lack of relationships might make it 

difficult to run a business in the long term. With that said, Arla needs to improve their focus 

on their social performance which will improve their work with sustainability.  

 

Furthermore, Arla face a lot of criticism from both Swedish consumers and farmers and 

therefore, they might need to rethink how to do their business to save the Swedish farmers. 

Being a global cooperative, it brings responsibility for more than only delivering milk and 

paying their members. However, our findings have also shown that there is lack of duality 

between their writings about their work with sustainability and what they are doing due to the 

criticism towards Arla; for example, they want to pay their farmers as good they can, but do 

they pay their farmers as good as they can when they pay their members the same price when 

the performance in different countries and the value on milk differs? Their actions show that 

their business model is focusing on money making and do not take account into the diversity 

of their owners (e.g. owner country) and their writings seem not to be consistent with what 

they are doing. As the president of Swedish Milk Farmers stated that Arla’s business model 

does not encourage the Swedish milk production due to the low payment, it also shows that 
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Arla’s business model is not focused on sustainability which differ from what Arla is writing 

in their reports and in their website. 

 

To sum up the entire thesis, learning from the process has shown that it might is difficult to 

be a company which will make money to change its focus from only profitability and 

activities that aims for reaching financial goal to other sustainability contexts such as 

relationships, stakeholders, and ecosystem actors etc. Therefore, it might be a reason why 

Arla’s business model is still in line with the traditional view of value where they talk about 

value as money. According to Jones and Upward (2014), there are four perspectives: people, 

value, process, and outcome. The value, process and outcomes of perspectives are quite clear 

and information can easily be found in their CSR reports and annual reports. However, the 

process for how to improve environmental and social sustainability is not clear. This also 

means that their business is not strongly sustainable since weak sustainability is focused on 

profit (Upward and Jones 2015). Further, Upward and Jones (2015) write that a new business 

model is needed for analyzing the functional integration of components in complex system; 

in this case, Arla might need to change their business model in order to achieve a business 

model where the sustainability context are more integrated without focus on one main 

context. So, with their own statement that they are already sustainable might be doubtful, 

since they do not define sustainability or show their work with sustainability more than their 

writings. 

 

Since the research on sustainable business models are quite new, there is not plenty of research. 

However, there are few theses about Arla and their corporate responsibility. One, Motivations 

behind Corporate Social Responsibility, with Arla as a case company has concluded that the 

motivation behind their work with sustainability is their financial goals that will be achieved (Hori, 

Chen and Cheng 2011). Another thesis about Arla, Strategier och budskap i CSR-kommunikation: 

En studie av två konsumentföretags tillvägagångssätt och anseende writes in their analysis that 

none of their two case companies, included Arla, has a clear strategy for their CSR-communication. 

Since CSR includes sustainable development, Arla needs to communicate better with their 

consumers about their work with sustainability (Andersson 2010). Furthermore, there are several 

studies which investigate cooperative form in relation to sustainability. One of the recent studies, 

Cooperative strategies for sustainability in a decentralized supply chain with competing suppliers 

written by Xie (2015) has concluded that there is lack of cooperative strategy that involves and 

combines all these three dimension of sustainability. In Arla’s case, indeed, they have worked on 

all of the three dimensions of sustainability; however, we could not find clarity in how they 

combine these three dimensions in their work. Furthermore, when it comes to the worker-

cooperative, which might could be compared to Arla which is producer-cooperative, one study has 

shown that there are varieties in different members which could cause negative impact on the other 

workers. The study, The contributions of behavioural economics to understanding and advancing 

the sustainability of worker cooperatives, suggests that there are workers that exploit the trusting 

and trustworthy members by “free-riding” (Ben and Ellman 2013). In other words, there are 

trustfully members who will be impacted by this disadvantage. In Arla’s case, they accept any 

farmer and do not kick out any farmer which might could cause problems for the existing members. 
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Also, since FBC is new, we could not find publications about cases with FBC as an analysis tool. 

Therefore, there might be a need for more research on FBC as an analysis tool for SBM.  

 

 

5.1 Recommendations for dairy company 

The global dairy industry’s present situation is a little difficult. Lundén Pettersson said, “A 

non-sustainable activities cannot preserve long-term profitable business, there is a positive 

relationship between sustainability and profitability” which shows that Arla might be aware 

of the relationship between sustainability and profitability. This lead to the question why they 

are focusing more on financial context rather than the other parts of sustainability if they state 

that there is a positive relationship between sustainability and profitability.   

 

First, as a global dairy company, we would like to recommend that Arla start to reconsider 

their payment model and ask themselves whether it is okay that the farmers in the UK will 

decrease the payment to the Swedish farmers? Arla’s business model seems not to take 

account into the performance of every owner country but only act on the global market. If 

they do care about Swedish (or another owner country) farming and milk production, they 

need to start to act more locally and not only globally. Arla might need to change in their 

statutes to be able to focus on inviting members that actually contribute to the Arla’s 

sustainability as they do with their business partners, or start to have different prices to 

encourage those members that actually contribute to the cooperative’s sustainability or start 

with rewarding the chosen farmers that contribute to cooperative´s sustainability. Only 

producing ecological milk that will be more benefitting is not enough. There are conventional 

farms (e.g. Wapnö AB does not produce ecological products) that contribute sustainability in 

other ways. With their new strategic program, they could do follow ups and reward those 

members that have made efforts to improve their sustainability to contribute.  

 

For their relationships, there is no clarity what relationships and why they engage in them. 

Also, the question how much they influence their stakeholders within and outside the 

organization remains unanswered. As Barnett and Salomon (2012) claimed that the 

organization needs to let their stakeholder to engage into their organization to see results from 

their engagement. Therefore, Arla would benefit from establishing better relationships with 

their stakeholders to get their investments. The results could benefit them in financial 

performance. One way to improve the relationships with for example consumers, they can try 

to explain the whole value chain and point out different issues that they face as a global 

cooperative and therefore cannot pay the farmers a higher price or explain why they pay all 

their farmers get equally. For now, they post things that are more like advertising which do 

not increase understanding of consumers but only give them a feeling that the company is 

trying to hide something and therefore do not pay more to their members. For example, a 

common misunderstanding of Arla among consumers that appeared in their Facebook page 
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is that Arla are owned by shareholders. They think that Arla are owned by shareholders 

because the Swedish farmers do not get more paid but the money goes to the shareholders. 

This needs to be clearly explained for their consumers. Furthermore, clarity of how dairy 

companies take responsibility for cow’s welfare needs to be considered since there are 

consumers who care about animals and nature. The interviews with external people in Arla’s 

CSR reports have shown that Arla lack of communicating about those things. This advice can 

also be used to any dairy company. To summarize, Arla need to learn how to communicate 

with all of their stakeholders, consumers as farmers because dissatisfaction exists among the 

consumers and farmers. 

 

Overall, dairy companies need to read all news article about themselves and try to dig to the 

core problem and solve it because negative publications will cause harm to the company’s 

reputation. They should try to find what is good to do for this business to get more positive 

publications. Simply, learning by mistakes. Also, when it comes to learning, in this case, Arla 

would learn much about how to develop a more sustainable farm from its competitor who has 

been known for its environmentally sustainable production, Wapnö AB. Therefore, dairy 

companies should look at their competitors and take advantage of their pros. However, Arla 

are competing with mainly Swedish dairy companies in Sweden and therefore, it might be 

hard for them to maintain their Swedish farmers if they do not solve their responsibility 

towards their farmers that will maintain the Swedish agriculture. 

5.2 Suggestions for further research 

Since there is lack of research on SBM and the tools for creating SBMs, we suggest more 

research on it. To add, it would be interesting to see more studies using FBC as a tool to see 

whether it is a valuable tool to use in order to a more sustainable business. To take it further, 

more research on how profitability and sustainability is linked to each other, since Barnett 

and Salomon (2012) presented the positive relation between these factors, would be 

interesting. Also, research on how to achieve a more sustainable business as a cooperative 

would be interesting, because a cooperative is different from usual companies and therefore 

more complex. Furthermore, there is lack of strategies for cooperatives to increase their 

sustainability. Last, research on how stakeholders (e.g. employees) can encourage and 

convince the CEO of the corporation to adopt sustainability into their corporation.    



67 

 

 

6. References  

Al-Debei, M.M., El-Haddadeh, R. and Avison, D., 2008. Defining the business model in the 

new world of digital business. In Proceedings of the Americas Conference on Information 

Systems (AMCIS) (Vol. 2008, pp. 1-11). 

  

Al-Debei, M.M. and Avison, D., 2010. Developing a unified framework of the business 

model concept. European Journal of Information Systems, 19(3), pp.359-376. 

  

Andersson, S., 2010. Strategier och budskap i CSR-kommunikation: En studie av två 
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