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THE EFFECT OF E-COMMERCE ON 
FOREST INDUSTRY PRODUCTS MARKETING

Multi Case Study: UPM-Kymmene Oyj, StoraEnso Oyj and Metsä-Serla Oyj

Research Objectives

The purpose of the study was to analyze the applicability and effect of electronic 
commerce on forest industry products marketing. The objective was to evaluate 
different drivers and barriers having an effect on the potential transition toward 
electronic commerce. Furthermore, the timeframe and extent of the transition were 
also evaluated. The framework of the study links these objectives together and laids a 
basis for empirical part of the study.

Research Methodology

The empirical part of the study was conducted as a multi case study in the three 
biggest Finnish forest industry groups; UPM-Kymmene Oyj, StoraEnso Oyj and 
Metsä-Serla Oyj. Totally 25 decision-makers from IT, marketing, and busmess 
development functions were interviewed. In addition several interviews among 
sponsoring companies IBM, TietoEnator and SAP Finland were conducted.

Major Findings

Case companies are currently in e-commerce strategy formulation phase. However, 
the strategy formulation is a challenge, because the forthcoming forms of e-commerce 
are still fuzzy. On one hand the objective is to make the existing key customer 
relationships closer. On the other hand the objective is to provide better and cost 
effective customer service using Internet technology. Exchange type of marketplace 
were seen as a thread because, the decision making is based on price and price is not a 
competitive advantage of high production cost countries such as Finland.
An average estimation was that e-commerce will have a remarkable effect on forest 
industry products marketing within 2 - 3 years. However, it does not mean tøat 
companies can still wait, because there is a lot of work to do before the back office 

systems are solid enough for e-commerce.
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1. Introduction

1.1. Background to the Study

The world is changing and this time maybe more rapidly than ever before because of the 

Internet. The Internet has an effect on our day-to-day lives as well as on business 

practices of different industries. The Internet breaks the geographical and time zone 

boundaries and brings real time information available to everyone with access to the net.

The leading experts of electronic commerce (from now on EC) have predicted a break

through in the use of Internet technology in business strategies. However, some ЕС- 

solution suppliers have started to become frustrated because the final break-through keeps 

itself waiting. "It is like teenage sex, everyone talks about it but few have actually tried 

it” (Kauppalehti, 20.4.1999). One reason may be that the rigidity of existing business 

practices and structures have been underestimated.

There has been a lot of writing about the benefits EC brings, about how it will exploit 

business practices on general level and especially in business-to-consumer (B-to-C) 

marketing. On the other hand, a common estimation is that close to 80% of the 

transaction volume arise from business-to-business (B-to-B) transactions (Hof et. al 1998, 

64). Furthermore, the reference cases used in both B-to-B (e.g., IT infrastructure 

component supplier Cisco) and B-to-C (e.g., online bookstore Amazon.com) are often the 

same. Based on a few cases, too often bold conclusions are made; EC will turn businesses
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upside down. The industry-specific characteristics are too often passed over by a broad 

statement about the great differences between industries. Every industry should be 

discussed explicitly and individually. But so far there are only a few industry-specific 

studies.

Forest industry is one of the most important industries in Finland. In 1998 its export value 

was FIM 66,2 billion. Its share of total exports was 29% and the export value per capita 

was 12 000 FIM (Key to Finnish Forest Industry, 1999). These figures are the highest in 

the world. However, the forest industry is globalizing and competition is getting harder. 

Success in the competition is significant not only to the Finnish forest industry companies 

but to the entire Finnish economy.

Finland is known as a sophisticated forest industry country. The Finnish paper machines 

are widest and the automation level is highest in the world. Also new technologies are 

adopted in early stages. Furthermore, the Internet penetration in Finland is the highest in 

the world. This gives a rise to the question whether the Finnish forest industry would be 

the first one to adopt the Internet in broader extent in their marketing strategies.

Because EC is a relatively new phenomenon there is a lack of industry specific studies 

about the actual drivers and barriers using EC. The objective of this study is to fill this 

research gap in forest industry products marketing.
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1.2. Research Gap and the Purpose of the Study

Despite of the hype around EC (or maybe just because of it) there is a limited amount of 

research where EC’s effect on traditional manufacturing industries has been studied. So 

far no studies have been found where EC’s effect on forest industry has been evaluated. 

However, according to author’s discussions with forest industry decision-makers, EC 

solution suppliers, consultants, and academic researchers, there is an urgent need for 

deeper understanding of the potential of EC in marketing forest industry products.

Thus the purpose of this study is to evaluate EC’s impact on forest industry products 

marketing (FIPM) strategies from the Finnish viewpoint. Furthermore, this study has a 

particular emphasis on the industry’s transition toward broader utilization of EC during 

the next years. This means that the speed, form, and the extent of transition toward EC are 

more important than different long-term scenarios about the nature of the forest industry 

marketing during the age of digital economy. Therefore, the unit of analysis is the 

transition of Finnish forest industry companies’ marketing strategies toward EC.

The primary research question is:

• What is the impact of EC on the marketing strategies of Finnish forest industry 

companies?

And the sub questions are;

• What are the drivers and barriers, having an effect on the potential growth of EC?

• What are the scenarios about the forms of EC?

• In which timeframe will the transition take place?

• How can the transition be implemented?
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1.3. Definitions and Limitations

The meaning of the term electronic commerce is becoming so large that it is now almost 

impossible to define in concise words (Mougayar, 1998). However, in this study EC has 

been defined as follows;

Electronic Commerce

A process where computer networks such as Internet, Extranet or Intranet, are viewed to 

facilitate economic transactions between various parties in the value chain.

Internet: Open net service for anybody

Extranet: Closed net service for chosen customers, suppliers or partners 

Intranet: Company’s internal net service.

One can argue that due to the marketing focus of the study, the use of the term EC is not 

well grounded. Instead of EC, terms like Internet marketing communication or Internet 

retailing would be more specific. However, as will be discussed later, marketing decisions 

have a strategically central role in forest industry. Therefore, the author argues that the 

term EC is the best one to describe the phenomenon investigated in this research.

EC has different modes depending on products sold, whether they are physical or 

information products (a product, which can be digitized), and customers served, whether 

they are B-to-C or B-to-B. Therefore, the nature of EC between these modes can be 

different (Tuunainen, 1999). For example, the products that can be digitized can be 

distributed via a computer network. Thus, industries producing information products may
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be facing bigger changes than industries manufacturing physical products. Forest industry 

products are physical products and the customers are, so far, mainly B-to-B customers. 

Therefore, the focus of this study is on the B-to-B EC of physical goods. Furthermore, 

Mougayar (1998) states that there is an additional role of EC, intraorganizational. Thus 

whenever the intraorganizational role of EC supports marketing activities, it is included 

in the study.

Many argue (e.g., Mougayar, 1998, Kalakota & Whinston, 1997) that EC is a business 

driven phenomenon enabled by new technology, especially Internet technology. Since 

this study has a business viewpoint therefore the technologies used are discussed only to 

the extent that they facilitate business managers’ of their understanding potential effect on 

business practices.

Hagel and Armstrong (1997) emphasize the exponential growth potential of early 

entrants. However, Mäkelin (1998) states that depending on the industry under review, 

the potential growth in using EC is different. The effect is most substantial in the 

industries that have, as he calls it, positive feedback. This means industries where an 

increasing number of existing users attracts new users and as a result, growth potential is 

exponential. However, resource-based industries where marginal costs are not close to 

zero, such as forest industry, may not be captured by EC because existing capacity of a 

company sets the limit on potential (short-term) growth. This limitation will be taken into 

consideration throughout the study.
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Forest Industry Company

Company that purchases round wood to produce forest industry products.

Forest Industry Products

All the products that forest industry companies market to their customers, which are 

usually B-to-B customers. These products can be divided into the following main groups; 

paper, paperboard, pulp, sawn wood, plywood, particleboard and fibreboard. Each of the 

main groups will be discussed in more detail in Chapter 3. However, all the groups 

excluding particleboard and fibreboard are included in the study.

Marketing

In this study, marketing is a broad function and will be discussed based on a model 

presented in Chapter 3.4. The term marketing covers decisions concerning marketing 

strategy (products, customers, market-area, and competencies) and marketing structures 

(planning and information system, contact channels, and distribution channels).

Part of the Value Chain Covered

The part of the value chain under review is a forest industry company, including its own 

sales subsidiary, and the members immediately following the company. Agents are also 

included even though they are not part of the physical distribution channel. Other 

members downstream are under review only if they are believed to be direct customers as 

a result of potential change in the value chain. In practice, this limitation excludes B-to-C 

EC out of the scope of the study.
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1.4. Structure of the Study

Chapter 1. Introduction

Chapter 7. 
Conclusions

Chapter 3. 
FIPM

Chapter 2. 
E-Commerce

Chapter 5. Research Methodology

Chapter 6.
Findings and Discussions

Chapter 4. 
EC’s Potential 

Impact on FIPM

Figure 1. Structure of the Study

The theoretical framework for the study will be built in Chapters 2, 3, and 4. Chapter 2, 

titled Electronic Commerce, discusses the development of EC, its impact on business 

practices, and companies’ transition toward more comprehensive utilization of EC. 

Chapter 3 clarifies FIPM by discussing forest industry products, global markets and 

Finland’s role in the markets. Also the academic research in the field of forest industry 

products marketing will be reviewed. Chapter 4 combines EC and FIPM. First, potential 

effects of EC on FIPM will be aggregated. Second, the effects will be divided into drivers 

if the effect contributes to EC and barriers if the effect prevents the adoptation to EC 

broader extent. In the end of the chapter the theoretical framework for the study will be
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presented. Chapter 5 clarifies the research methodology used in the empirical part. The 

findings will be discussed in Chapter 6 and Chapter 7 summarizes the conclusions.

2. Electronic Commerce (EC)

This chapter begins with a general framework for EC. The purpose is to discuss how 

technology and business factors are linked. Because the spread of the Internet has been 

the main driver for the growth of EC (Mougayar, 1998), a brief look at the history of 

Internet and the technology used will be taken. Next, EC’s development will be reviewed 

and the topics closely related to its development, especially in forest industry, will be 

clarified. These topics include enterprise resource planning (ERP), supply chain 

management (SCM), customer relationship management (CRM), and existing electronic 

data interchange (EDI) solutions.

2.1. Framework for EC

Kalakota and Whinston (1997) argue that EC has different definitions that all are valid. 

From a communication perspective, EC is the delivery of information or services, or 

payments via telephone lines, computer networks, or any other means. From a business 

process perspective, EC is the application of technology toward the automation of 

business transactions and workflow. From a service perspective, EC is a tool that 

addresses the desire of firms, consumers, and management to cut service costs while 

improving the quality of goods and increasing the speed of delivery service. From an 

online perspective, EC provides the capability of buying and selling products and 

information on the Internet and other online services. (Kalakota & Whinston 1997)
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Figure 2 presents a well-known framework developed for EC by Kalakota and Whinston 

(1996). The framework consists of several layers. Each of the layers describes different 

dimensions of EC from technical infrastructure to specific EC applications. The 

framework may help the reader to visualize how these dimensions are linked.

Public
policy
legal
and

privacy
issues

ELECTRONIC COMMERCE APPLICATIONS
Supply Chain Management, Remote Banking, Online Marketing 

and Advertising, Home Shopping, Procurement & Purchasing

COMMON BUSINESS SERVICES 
INFRASTRUCTURE

Security, Authentication, Electronic Payment, Directories, 
Catalogs

THE MESSAGE AND INFORMATION 
DISTRIBUTION INFRSSTRUCTURE

EDI, E-mail, Hypertext Transfer Protocol

MULTIMEDIA CONTENT & NETWORK 
PUBLISHING INFRASTRUCTURE

Digital Video, Electronic Books, World Wide Web

THE INFORMATION SUPERHIGHWAY 
INFRASTRUCTURE

Telecom, Cable TV, Wireless, Internet

Technical 
Standards for 

Documents 
Security 

and
Network
Protocols

Figure 2. Generic Framework for Electronic Commerce (Kalakota & Whinston 1996)

Kettunen and Filenius (1998) have modified the model by adding a customer layer on the 

top of the application layer. Their purpose is to emphasize customers’ buying habits and 

willingness to use EC applications. Also Kalakota and Whinston emphasize (1997) that 

EC is not just a technology issue, but it will have an immense impact on management 

practices as well.
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The transition toward EC is creating a need of rethinking many management practices. 

Organizations must recognize that barriers to success in EC extend well beyond the 

popular security concerns most people have. Even though Internet and other technologies 

make EC possible, it is not a technology driven phenomena. Companies have to realize 

the new business environment and to rethink their entire business approach in order to 

fully utilize the opportunities offered by EC. (Mougayar, 1998)

2.2. The Internet

The Internet may be a recent phenomenon but as a concept it was bom in the 1960s. In 

1957 the Soviet Union launched the first Sputnik. In response, the US Department of 

Defense formed the Advanced Research Projects Agency (ARPA) to pump up its 

technological prowess. Twelve years later this spawned ARP Anet, the project to develop 

a military research network, or specifically, the world’s first decentralized computer 

network. The driving force behind decentralization was the bomb-proofing factor.

During the growth of the Internet there have been many changes in the areas of electronic 

commerce and international trade. Today network computing in the form of proprietary 

networks is supplemented with expanded use of open networks; traditional EDI and 

private networks are interconnected with the Internet and an entirely new marketplace is 

taking shape on the Internet using TCP/IP and World Wide Web technology (Choi et al., 

1997).
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Figure 3 shows the basic architecture and main components of the Internet infrastructure; 

Internet server, databases, and browsers (clients).

Databases

Internet
browser
Internet
browser
Internet
browser
Internet
browser

Internet
browser

Internet
browser

Internet
browser

Internet
browser

Internet
browser Internet

serverTCP/IP
CGI

Figure 3. The Main Components of the Internet

An Internet server is the computer where the information is stored. Server stores files and 

responds to requests. Information is distributed in packages over the Internet 

infrastructure, the network of networks that connects computers around the world using 

TCP/IP protocol. Web browsers request information from servers by specifying the 

“name” of the information. The server transfers the requested file back to the client. The 

client formats the information and displays it on the user’s screen. Information is 

organized into distributed pages that are stored as information encoded in hypertext mark

up language (HTML). Using HTML, users can easily create pages containing textual
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information freely mixed with multimedia content, as well as links that enable a user to 

browse from page to page across the Internet.

In addition to static HTML pages where content does not change, Web technology 

provides a mechanism for dynamic information to be included in the page. The web 

server in such cases uses a standard interface called the common gateway interface (CGI). 

Using CGI method, it is standard practice to include information from many sources such 

as databases. The information concerning, e.g. product information, prices, and 

availability can be stored in databases.

An important milestone for Internet technology was a white paper written in 1996 by the 

American consultant company Yankee Group. In this white paper, they predicted how the 

Internet technology would be utilized within companies (Intranets) and later in gaining 

access to chosen partners, suppliers and customers (Extranet). This development turned 

out to be true. (Steinbock, 1998, 119)

From a business viewpoint, EC means that a company can provide, e.g. real time 

information to everyone (Internet), to selected customers (Extranet), or to own sales 

subsidiaries (Intranet) all around the world, 24 hours per day, seven days per week.

By using registration customer browsing information can be identified and the 

information can be customized to match customers’ requirements. On the other hand, a 

customer has access to every supplier with an online service and is able to compare
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products in the market. Going a step further, a customer can give an assignment to 

computer software to search for the products. These search engines are called smart 

agents. Even tough “perfect information” may be an excessively strong word to describe 

the customer’s position, EC is a big step towards perfect information.

Many firms see Intranet computing as highly complementary to their activities on the 

public Internet (Kalakota & Whinston 1997, 316). Intranets have gained a lot of attention 

from large to small organizations. The strength of a company’s Intranet infrastructure and 

applications can serve as an important launching ground for inter-or intraorganizational 

B-to-B EC. Intranets are needed to integrate the supply chain electronically within the 

organization. For example, a customer order automatically triggers a scheduling order for 

the warehouse, an order acknowledgement for the customer, and a shipping status when 

the order ships, and ends up managing the bill of materials for the customer in real time. 

When compared with the rigidity of Electronic Data Interchange (EDI), Intranet is much 

easier to implement with business partners. (Mougayar, 1998, 24)

Furthermore, unlike the Internet, an Extranet is not wide open. Unlike an Intranet, it is not 

restricted to internal use. An Extranet is a state of mind, not a technology. (Baker 1997)

2.3. Development of EC

The need for EC arises from the demand within businesses to make better use of 

computing and to better apply computer technology and computer networks to improve
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customer interaction, business processes, and information exchange both within and 

across enterprises. The first application during the 1970s was the introduction of 

electronic funds transfer between banks. During late 1970s and early 1980s, EC became 

widespread within companies in the form of electronic messaging technologies; 

electronic data interchange (EDI) and electronic mail. (Kalakota & Whinston, 1997)

According to Mäkelin (1998), the following phases can be seen in the development of 

EC. The first phase (1995-) can be called home page phase, when the Internet offered a 

technology for better information search and exchange. The second phase (1996-) 

introduced Intranets, where the Internet technology was used in intraorganizational 

communication, and Extranets, where the Internet technology was used in cooperation 

with business partners and customers. At the same time, companies adopted Enterprise 

Resource Management (ERP) and Supply Chain Management (SCM) softwares. These 

will be discussed in more detail later on in chapters 2.3.4 - 2.3.6. The next phase (1997-) 

was the beginning of EC. For companies, that meant Customer Relationship Management 

(CRM) and Enterprise Relationship Management systems. The fourth forthcoming phase 

could be called real time multimedia, which requires a break-through in technology. 

(Mäkelin, 1998)

However, the schedule mentioned above seems to be for leading industries, because forest 

industry is still in the in second, ERP implementation, phase (Andersen Consulting, 

1999).
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2.3.1. Number of Users and the Critical Mass

In addition to the predictions on the huge growth potential of EC, we can read articles 

weekly, which argu that the volume of EC has not reached the level of expectations. In 

other words, the critical mass of customers capable and willing to use EC is missing.

There are studies of individuals’ willingness to adopt new technologies. In order to build 

up a framework for further analysis of technology innovation adoption, Moore (1995) 

specified the five categories as technology enthusiasts, visionaries, pragmatics, 

conservatives and skeptics. Moore (1995) and Rogers (1983) described the characteristics 

of the five categories as innovators, early adopters, early majority, late majority and 

laggards. The first three categories represent 50% of the population.

Furthermore, the development varies between countries and industries (Economist, 1999). 

It is easy to understand that, e.g. the sales of computers is one of the leading industries 

because the buying customers are probably more early adopters than laggards. However, 

Forrester Research estimates that for instance paper products will follow computer EC 

with four years’ delay and sales would take of during year 2000 (Economist, 1999). From 

a geographical point of view, the US seem to be the leading country in the world with 

Scandinavian countries, especially Sweden (Andersen Consulting, 1999) being the 

leading countries in Europe. On the other hand, countries like Italy and France seem to be 

less enthusiastic about EC. According to Forrester, the laggard countries will be four to 

five years behind the leading countries. (Economist, 1999)
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There are a lot of studies about the number of users and the volume of EC. According to 

Forrester Research, the goods and services sold online is going to multiply from 1997 to 

2001. B-to-B would account for 78% of the total or USD 183 billion (Hof et. al. 1998, 

64). The EC volume in dollars should often be discussed more carefully. In other words, 

the volume included in EC is seldom specifically explained together with the results. For 

example, if the existing EDI systems are included, the entire car industry is more or less 

EC. The statistics describing the number of people with access to the Internet are 

probably more reliable.

From a company viewpoint, the absolute volume may not be as important as is trends in 

the near future. In other words, what is the share of business that is currently done 

traditionally and will be done on the Internet in the (near) future? An important 

conclusion that can be drawn from the growth figures is that the volume is growing and 

especially after the year 2000 and Euro projects have been handled the growth may be 

rapid (Economist, 1999).

2.3.2. Drivers

Many factors are driving the growth of EC. Each industry or organization is eventually 

affected in a different manner; therefore, each one of the drivers should be evaluated 

accordingly. (Mougayar. 1998)

EC is driven on both the buyer and the supplier side by a number of factors: access to an 

affluent customer base; lower information dissemination costs; lower transaction costs;
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broader market reach; increased service; additional channels for customer feedback; 

consumer and market research. In this context lower transaction costs mean cost effective 

real time access to buyers and sellers globally. (Auger & Callaugher, 1997)

It is important to note that it is the business drivers, not the technology drivers that should 

be paramount in the decision to address EC within the organization. Technology is an 

enabler of change and catalyst. Change has to be driven by business drivers that take 

advantage of the technology. Today there is enough technology for EC to prosper on the 

Internet. What is lacking are more applications of the technology infrastructure and the 

ability to implement them. (Mougayar, 1998)

The following chapters discuss the business opportunities, or the drivers the EC offers.

2.3.2.1 .Distribution Costs and Value Chain Inefficiencies.

Any given product travels down a distribution channel that may or may not add value to 

it. Furthermore, a distribution channel’s role is to reach the customer at a price that 

includes the inherent distribution costs - in addition to other benefits it may carry, such as 

ease of location and knowledgeable sales person. However, every layer of the channel has 

to cover its costs and generate profit. Therefore, if manufacturers are able to shorten the 

traditional distribution chain they have an opportunity to sell their product at a cheaper 

price and to get competitive price advantage. The phenomenon where the intermediary 

will be replaced by Internet service is called disintermediation. (Mougayar, 1998)
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2.3.2.2.Cost of Business Transactions

The costs of doing business with traditional paper-based and human-incentive processes 

continue to grow, whereas the electronic processing of transactions can be done at a 

fraction of the original cost (Mougayar, 1998). Lower transaction costs have been said to 

be the most important reason for the growth of EC (Mäkelin, 1998). Furthermore, in 

many cases in addition to lower costs, the service level perceived by customers may 

increase, because on the Internet customer can get (self) service any time and anywhere. 

Moreover, it is easier for customers to search and compare product alternatives

2.3.2.3.Search for Growth Markets

Many mature markets do not grow significantly and it is also becoming increasingly 

difficult to expand market share in the traditional market places. By shifting attention to 

new markets, such as Internet-driven marketplaces, organizations have a chance to 

redefine market shares. Growth can come from a broader potential customer base and 

new market areas. (Mougayar, 1998)

2.3.2.4.Competitive Pressure

Any serious corporate planning takes into account what the competitors are doing. In EC, 

current market leaders are challenged because the value demanded by customers changes. 

The alarming part about competitive pressure in EC is that after a company has copied 

what its competitors have done, it may be already loosing the game because the early 

entrants may have an advantage. (Mäkelin, 1998)
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2.3.2.S.Demands of the Electronic Customer

As customers become increasingly capable of and willing to engage in electronic 

interactions with sellers of products and services, they will begin to demand more and 

more services online. In today’s physical world, sellers seek out customers by advertising 

and promoting their products and services. Customers respond by seeking these sellers 

and buying correspondingly. With EC, once the channel is open between buyers and 

sellers, the novelty is that it becomes a bi-directional channel that empowers customers to 

a new level of sovereignty. The EC customers demand easy and comprehensive 

comparison-shopping, the ability to bid out a request to the Web, and self-service control. 

(Mougayar, 1998)

2.3.2.6.Technology Drivers

Convergence creates new forms of capabilities by combining two or more existing 

technologies to create a new one that is more powerful and efficient. Three areas of 

convergence are positively impacting EC: infrastructure components, information 

appliances, and information services.

Information will make its way through the various hybrid components of the information 

highway, such as telephone, TV, satellite, and wireless networks. The Internet benefits as 

a result because it ties to all of them in a way that is seamless to the user. The marriages 

of several information-access appliances are giving birth to more sophisticated decides. 

These can be used to conduct electronic transactions, retrieve information, authenticate
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users, and perform other functions related to EC. Some of these marriages are; PC + TV= 

Interactive TV, TV + Internet = Intercasting, and Telephone + Internet = Web Phone. 

Furthermore, because the cost of technology is continuously coming down and the 

applications are becoming more reliable there is reason to believe that customers will 

more willing to use EC. Some have described this as the desktop - laptop - palmtop- 

evolution. (Mougayar, 1998)

2.3.3. Barriers

The life of decision-makers would be much easier if there would be only drivers toward 

EC. Unfortunately they need to evaluate the balance between drivers and barriers, which 

in a fuzzy and hype driven evolution may be a challenging task . This chapter categorizes 

EC barriers to the following areas; technological, organizational and business, legal and 

regulatory, and hype.

23.3.1.Technological

Because the Internet was not conceived with EC in mind, security issues were not a 

primary concern. Therefore, security has been one of the most common EC barriers. 

However, negative headlines forced technology vendors to apply a level of resources 

aimed at addressing the various pieces of security. As a result, security is an issue that has 

to be taken seriously but can be solved on reasonable level. (Mougayar, 1998)

Availability of payment instruments is another barrier but because it is a problem mainly 

in B-to-C EC it will not be further discussed here.
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The competitive nature of the Internet technology marketplace has resulted in a 

multiplicity of solutions that do not take one another into account very well. On the 

software application side, there is a need to integrate various functional pieces, in addition 

to choosing multiple vendors. (Mougayar, 1998)

The Internet is certainly about quantity of information, but not evenly about quality. In 

the context of EC, content refers to products, services, and capabilities that can be traded 

between buyers and sellers. Mougayar (1998) argues that the richness and depth of 

content of the Internet offerings are still poor.

Furthermore, there are still too many competing or overlapping standards. Significant EC 

standards are still few, but technology vendors are coming together to propose and agree 

on standards. They are realizing that companies should not compete on standards, but 

rather exploit their existence in the marketplace. For B-to-B EC, one of the most 

interesting initiatives is Extensible Markup Language (XML) that has potential to match 

the requirements of a truly accepted powerful and global communication language.

Technical legacy system integration is an IT implementation challenge. Most 

organizations have their existing information systems, which they need to interface to the 

Internet. Furthermore, in case of supply chain collaboration, there is a need to integrate 

systems to customers’ systems. EC applications are an extension of what is currently 

done on the inside, and it is essential that the back-office systems are solid.
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Bandwidth cost is also a barrier, although one can say that it is solved in developed 

countries. However, since companies are beginning to utilize advanced multimedia 

features of the net, the question rises again. There are also new technologies, such as 

WAP, which have very limited capabilities regarding to bandwidth.

2.3.3.2,Organizational and Business

Some vendors argue that limited executive vision results as a lack of understanding of 

EC’s potential value (Bisnes.fi, 7/1999). On the other hand, if there are not enough 

proven business models and best practices documented and initial and ongoing cost of 

implementation are inexact, the cost and ROI justifications are unpredictable. 

Furthermore, an interesting comment made by one CIO was that there are too many 

consultants offering their services, but at the same time they are on their own when 

developing EC solutions (Bisnes.fi, 7/1999). This may lead to the presumption made in 

the introduction of this study; industry-specific EC knowledge does not exist.

However, a corporate structure can also be a barriers to change if the existing business 

processes do not support EC and there are not enough qualified individuals with decision 

making power and vision within the organization. One may ask in considering IT- 

management vs. business management: who is the barrier? Who ever has the leading role, 

the change needed may be remarkable and every function should have awareness about 

EC development and on some level also willingness to change. This leads to the 

conclusion that it may be the business management who has the ball.
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Even though a company would be ready, all the members of value the chain may not have 

an online connection and there is serious risk of channel conflict between online and off

line channels. On one hand, disintermediation may be a desired result. One the other 

hand, the changeover period may be difficult and may result in decreased sales, which 

(hopefully) is temporary. A key question may be whether there is a critical mass of 

customers willing to operate directly, without intermediaries. This leads to another 

question, how the intermediaries should change in order to remain as a value-adding 

member in the value chain.

2.3.3.3.Legal and Regulatory

Because the Internet does not respect national boarders, there are many legal and 

regulatory issues that need to be decided before authorities in different nations can accept 

EC.

In forest industry, the goods are physical and therefore most of the existing laws and 

regulations will apply also to EC. However, there may be a need to rethink the 

responsibilities of buyers and sellers. In other words, what kind of a commitment is made 

by the buyer, who clicks “enter” to order a shipload of pulp to be delivered to the other 

side of the world. Or what does it mean that a supplier’s web page says the product is 

available even if it may be out of stock.
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2.3.3.4.Hype

Are the hype and visiblility around EC a barrier or a driver to EC adoption? The 

frequency of EC-related stories have galloped all over the world. The result is an 

increased number of reported inaccuracies, overestimates, generalizations, and 

misconceptions to be planted in the minds of readers. Hype is accompanied by an 

increase in expectations. Obviously, the greater the expectations, the greater the fall if 

they are not met. Now that these disappointments are getting more publicity, the hype 

around the topic is considered to be a barrier.

2.3.4. Enterprise Resource Planning (ERP)

As mentioned in the EC barriers chapter, in order to extend the information system to the 

Internet, it is essential to have a solid back-office system. In order to have it, many 

companies have invested in standard business software packages called Enterprise 

Resource Management / Planning. Some analysts prefer the term Enterprise Resource 

Management (ERM) and make a subtle distinction between ERM and Enterprise 

Resource Planning (ERP). ERM encompasses accounting, human resource, and material 

management; ERP is ERM plus applications.

The leader in ERP market share, and the one that has invented the market to an extent is 

the German company SAP AG. Other vendors include compames such as PeopleSoft 

Inc., Oracle Corp., Baan Co., and J.D.Edwards & Co.
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Application software is a computer program that captures, represents, distributes, and 

applies knowledge to solve specific functional problems. Applications can be divided into 

horizontal and vertical categories. Horizontal or so-called cross-industry applications 

include for instance financial and manufacturing software, all of which use generic 

functionality across all industries. The basic idea behind application software is to 

provide efficient standard software that avoids the need to develop expensive individual 

solutions requiring a significant degree of maintenance. Application software makes 

possible the compilation, processing, and linking of data from all company divisions.

ERP is a software system that aims to serve as a backbone for entire business operations. 

ERP integrates key business and management processes to provide a view of much of 

what is going on in a company. It tracks company financials, human resources data and 

all the manufacturing information. Even though companies have had software for those 

processes the problem has been that the software provided by different vendors typically 

did not communicate with one another. In other words, the idea behind ERP is that the 

software needs to communicate across functions. With an ERP system, the financial 

software can cut an account payable check as soon as the loading dock clerk confirms that 

the goods have been received in inventory. Similarly, the accounts receivable module can 

generate an invoice as soon as the shipping clerk says the finished goods are on the truck 

to the customer. All this is done with a minimum of human intervention and paper work. 

ERP aims to replicate business process in software, guide the employees responsible for 

those processes through them step-by-step, and automate as many procedures as desired.
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However, the promise of ERP is great but so is the expense in terms of time, effort, and 

money. The ERP software vendors have a benefits-focused approach that encourages 

companies to redesign business processes to complement and exploit the capabilities of 

the chosen package. Implementing the software in a company usually involves change in 

business processes, that is, change in the way people do their jobs. Therefore, employees’ 

resistance to these changes can be a major factor hampering change and usually requires 

that executives hone their change management skills.

A study indicates that ERP implementations in forest industry are still in progress. The 

study was conducted in the first quarter of 1999 and 120 North American and European 

forest industry executives responded to a questionnaire. Two-thirds of the respondents 

reported that their companies are less than 50% complete. Industry executives expected 

that ERP will drive significant benefits, 0,6% of revenue on average, mainly through 

operational efficiency, better customer service and reduced costs. In order to achieve 

these benefits, companies have budgeted of two times the expected annual savings. 

Therefore, ERP is a major investment and the decision is done on the CEO level. (Pulp & 

Paper Oct 1999)

The evolution following the ERP phase is sometimes called the ERP second phase, which 

means different ways of utilizing utilize ERP investments. According to some 

consultants, these are EC, Supply Chain Management (SCM) and Customer Relationship 

Management (CRM) (bisnes.fi, 6/99). On the other hand, SAP has a scenario where the 

second phase, which means more or less point-to-point connections between companies
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already using ERP systems, is just an intermediate stage before real e-communities where 

companies collaborate in e-communities. SAP’s initiative launched in may 1999, towards 

e-community collaboration is “mySAP.com”, which is described in Appendix 3.

The concepts SCM and ERM are discussed in the following chapters

2.3.5. Supply Chain Management

A supply chain is a collection of interdependent steps that, when followed, accomplish a 

certain objective such as meeting a customer requirement (Kalakota & Whinston, 1997, 

287). Supply chain management (from now on SCM) is a generic term that encompasses 

the coordination of order generation, order taking, and order fulfillment / distribution of 

products, services, or information. Interdependencies in the supply chain create an 

extended enterprise that reaches far beyond the manufacturing facility. (Kalakota & 

Whinston, 1997)

Material suppliers, channel supply partners, e.g., wholesalers, distributors or retailers, and 

customers themselves are all key players in SCM. Figure 4 describes how Intranet 

technology links supply chain functions inside a company and between its customers and 

partners. Supply chain management takes isolated business functions - marketing, 

material management, purchasing, manufacturing, and distribution- and allows them to 

function in tandem.
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Customers
Extra- / Internet

Figure 4. Supply-chain applications software 

(Adapted from Kalakota & Whinston, 1997, 303)

2.3.6. Customer Relationship Management

Advantages based on products are short-lived, instead, long-term relationships with 

customers are key to stability in dynamic markets. Therefore, an often-used term among 

customer relationship management (CRM) is customer asset management, which 

describes well the issue under review. However, according to Mäkelin (1998, 112-113) 

CRM is an area where concepts are often misunderstood. Mäkelin prefers the term 

Enterprise Relationship Management, which includes ERP plus CRM functions. 

Furthermore, CRM would include marketing automation and customer interaction 

management, which on the other hand consists of sales force automation and customer 

support. Mäkelin’s main reason to make a clear distinction between the terms is that 

CRM as concept is usually used does not have anything to do with the customer, rather it 

is an internal system to combine and distribute all the information concerning the 

customer.
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A study from 1997 (www.ac.com/overview/outlook/over_2nov97.html) pointed out that 

functional and organizational structures stand in the way of relationship building efforts. 

To counter this, companies are striving to take a more process-centered approach to 

CRM. This means that CRM processes are organized around the customer rather than 

marketing, sales or any other internal function. However, the effectiveness of the CRM 

process depends on close links between front-line activities and internal operations, 

which means that IT systems have a centric role in the development.

EC sets additional challenges to CRM. The Internet creates a high degree of market 

transparency: prices, performance data, comparative products, and alternative supply 

sources are never more than a mouse click away. Both corporate clients and consumers 

can take advantage of a company’s increased efficiency through a tightly woven 

information network. The ability to tie the customer to a single company will become a 

decisive competitive factor, which is why the importance of CRM will vastly increase.

2.3.7. Internet’s Effect on EDI systems

Because the electronic data interchange (EDI) systems and Internet based EC solutions 

may have some overlapping, this issue will be briefly discussed.

If we regard traditional EC as what EDI promised, the current evolution of EC referred to 

as Internet commerce is what the Internet is promising beyond EDI. Internet commerce is 

giving a new life to EC with different characteristics from EDI. Internet commerce is not 

a repeat of EDI but rather an evolution from EDI. (Mougayar 1998)
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Comparison of traditional EC with Internet-driven EC adduces the following four 

important characteristics that Internet offers which EDI does not;

1. Interactivity. One can interact with a remote person in a variety of ways such as by e- 

mail, voice, or video while doing transaction.

2. Spontaneity. There is no need for establishing lengthy predetermined procedures in 

order to engage in a relationship or a transaction.

3. Pervasiveness. Because of the spread of Internet access it already has many potential 

ready users.

4. The creation of a marketplace. The Internet is both a marketplace and a delivery 

vehicle.

As a result, the future of EDI will be open, lighter, and cheaper. It relies on the Internet as 

a network. It will be easier to implement and more user friendly because it relies on 

forms-based transactions and other Web interfaces that hide the complexities. The new 

forms of EDI hold the promise of finally allowing EDI transactions to reach small to 

medium-size businesses, a goal always missed by traditional EDI. (Mougayar 1998)

2.4. EC’s Impact on Business Practices

One can argue that the entire EC phenomenon is driven by hype. Continuously we can 

read comments such as;

Within a few years, the Internet will turn business upside down. Be prepared-or die.
(The Economist, 1999)
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In five years ’ time, all companies will be Internet companies or they won't be companies 
at all, says Andy Grove, the Chairman of Intel. (The Economist, 1999)

The list could be endless, but what do “they” mean and why do “they” say something like 

that? The latter question is often the easier one; usually their own business is in some way 

related to the development of EC. They may be solution suppliers, change consultants, or 

other companies who would be willing to sell something. This may give many managers 

a sense that they have lived through the same before, when the big forthcoming change 

was about outsourcing, downsizing and business process re-engineering. Furthermore, 

there is reason to be skeptical. A recent survey of chief executives’ attitudes to IT found 

that only 25% believed it had made a significant contribution to the bottom line: More 

than 80% had been disappointed by its contribution to their company’s competitiveness. 

However, EC as a phenomenon has already reached the point of no return and it may be 

worth of thinking that what do “they” mean this time. (Economist 1999)

In any case the message is delivered. No matter how realistic the scenarios are, most of 

senior managers no longer need convincing. A recent worldwide survey of 500 large 

companies found that 90% of top managers believe that the Internet will transform or at 

least have a big impact on the global marketplace by 2001 (Economist 1999). This strong 

belief may result as a self-fulfilling prediction.

How could this new technology have such a dramatic impact? In the end the features of 

EC can be understood by using common sense. The Internet is available around the clock, 

around the world, and it offers easy-to-use access to real-time information. Customers
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around the world have real-time information of market offerings and availability. In other 

words, customers have close to perfect information and as a result there is a power shift 

from suppliers to customers. Customers can also get real-time feedback to inquiries. It 

may be fair to say that this is better customer service. On the other hand, the suppliers are 

able to use multimedia support to make persuasive and cost-efficient product 

presentations. In some industries, this may increase market exposure and lead to 

increased market penetration, market share, and revenue.

Furthermore, lower transaction costs may have an impact on structures of different 

industries. Mäkelin (1998) argues that vertical integration is not justified in digital 

economy. Supposing that vertical integration was the only way to increase control and 

communication when transaction costs were high, this argument should be called into 

question when the new technology decreases transaction costs. Obviously, decreasing 

transaction costs increases interactions and therefore, traditional company borders are 

becoming fuzzier. The trend towards networking will cause changes in competition. In 

the future, companies will focus on their core competencies. The winner value chains will 

consist of companies who are the leading actors in their core business areas and due to 

lower transaction costs are able to collaborate efficiently with their partners. The result is 

fragmented value chains. (Mäkelin, 1998)

However, there is no mutual understanding about the development of how the EC will 

affect businesses. Mäkelin (1998) has listed contradictory arguments about digital 

economy. First, there are opinions that intermediaries will disappear or there will be new
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intermediaries. Second, seller-buyer relationships will be tighter or, an opposite, will 

become looser. Third, brands will be more important or less important. Fourth, small 

enterprises will gain power or the digital economy will be more centralized. Fifth, 

strategy formulation is possible and early entrants will have an advantage or business 

practices will be easy to copy and imitation of best practices will be easy. Finally, the 

competition will be based on price or it will be based on service. (Mäkelin, 1998)

Maybe all the arguments mentioned above hold true in certain industries, but which ones 

hold true in the forest industry needs to be studied empirically.

2.5. Forest Industry Scenarios

Despite the pursuit of size, more and more companies want to outsource many of their 

traditional activities - particularly in the manufacturing sector. A new definition of core 

competencies results in the outsourcing of functions to centralized units within the 

company (shared services), or even to external service providers. This trend can be seen 

also in the strategies of forest industry companies. For example, Stora Enso has decided 

to deinvest its power plants which are not integrated into their production plants. 

Furthermore, Stora Enso’s vice chairman of the board, Marcus Wallenberg, has stated 

that also forestry, pulp production, and even paper machines can be outsourced. 

(Kauppapolitiikka, 4/1999)

Based on the comment above, the following development might hold true in forest 

industry. Manufacturers would consider themselves as innovators, responsible for product
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development and marketing in the form of customer relationship management. The 

manufacturer would be the owner of the brand and the know-how for research and 

development, would have the capital and maintain the necessary sales and service 

structures. The actual manufacturing would be completely outsourced. Even though in 

other industries, such as the branded goods sector, where the products are less complex, 

this scenario has already become reality, the development might be also seen in the forest 

industry. Furthermore, collaboration in the different forms of EC would have an 

important role.

2.6. Company ’s Maturity for EC

Kettunen and Filenius (1998) have composed a model that describes how mature a 

company is for EC. From a company’s point of view the model has the following six 

levels:

1. Net absence;

2. Net presence;

3. Product information on the net;

4. Sales and Interactivity on the net;

5. The integration of the internal IT-systems and the net;

6. Fully integrated electronic commerce on the net.

In order to utilize EC, both counterparts, customers and suppliers, have to be willing to 

use computer networks in their business activities. Customer’s willingness and capability 

have been divided into the following four levels (Kettunen & Filenius, 1998);

1. Unawareness about computers and the net;
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2. Basic computer skills;

3. Capability to use the Internet;

4. Capability to utilize the Internet.

In this study in the matrix of Figure 5 these two scales are combined and the result can be 

called a maturity matrix, and the transition steps web absence, web presence, web 

marketing, and online business.

Figure 5. Maturity Matrix

One conclusion of the maturity matrix is that both customers and suppliers have to be 

capable and willing to utilize EC in their business transactions. Furthermore, both sides 

can be each other’s drivers or barriers. This means that the better the EC applications are, 

the higher is the customers’ willingness to utilize the applications and to develop own 

capabilities to utilize EC. On the other hand, more willing and capable the customers are

35



to use EC more motivated the suppliers are to provide EC services. Of course the loop

works in the opposite direction too, but the trend seems to be toward EC.

2.7. Company’s Transition Toward EC

Many factors are driving and slowing down the growth of EC. Each industry or 

organization is eventually affected in a different maimer; therefore, each one should be 

evaluated accordingly.

Companies have four alternatives to move toward EC. They can (1) create the future by 

creating standards and demand; (2) adjust themselves to changing markets and new 

opportunities; (3) prepare to join the electronic marketplace later on by investing in 

required technology. Of course, there is also the choice where the company (4) ignores 

EC entirely, but it can be the most expensive alternative (Mäkelin, 1998, 260).

Whichever of the alternatives a company chooses, the decision should be based on 

strategy formulation. According to Mougayar (1998), there are several questions facing 

companies like;

How is EC going to change our business?

How do we uncover new types of business opportunities?

How can we take advantage of new electronic linkages with customers?

Will intermediaries be eliminated?

How do we bring more buyers electronically?

How do we change the nature of our products and services?

How do we manage and measure the evolution of our strategy?
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It is important to note that it is the business drivers, not the technology drivers that should 

be paramount in the decision to address EC within the organization. Change has to be 

driven by business drivers that take advantage of the new Internet technology.

How should a company start to introduce and develop EC capabilities into the 

organization? From a planning viewpoint, EC has many characteristics. It is 

multidisciplinary from a job perspective, cross-functional from an inter-organizational 

perspective and inter-industry from a broad market perspective. It requires a business 

management approach and has multiple starting points, each with a different angle. 

Moreover, it requires a long-term approach to achieve a strategic impact. (Mougayar, 

1998)

However, if a company decides to move toward EC the action plan should include the 

following steps. The company has to conduct the necessary training in order to increase 

EC awareness and to find the correct individuals who believe in the opportunity EC 

offers. The company should review current distribution and supply chain models to 

understand the possible change. The company has to understand what its customers and 

partners expect from EC. The company also has to reevaluate the nature of their products 

and identify possible change requirements. Furthermore, the company has to make sure 

that the back office IT systems meet the requirements set by the need to expand systems 

to the outside. Finally, the company has to track new competitors and market shares in 

the new digital marketplace and participate in the creation and development of virtual 

marketplaces and intermediaries. (Mougayar, 1998)
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3. Forest Industry Products Marketing (FIPM)

This chapter will discuss the forest industry, forest industry products, markets, and 

marketing. The existing academic research of forest industry products marketing (FIPM) 

will be reviewed, and in the end FIPM strategies of main product groups will be 

evaluated.

3.1. Forest Industry Products and Markets

3.1.1. Products

The forest products industry can be divided into two main segments. One is pulp- and 

papermaking, the other sawmilling and panel products manufacturing. The pulp and paper 

industry includes chemical and mechanical pulpmaking in addition to the manufacture of 

paper and paperboard. The sawmilling and panel products industry, or mechanical 

woodworking industry as it is also called includes, in addition to sawmilling, the 

manufacture of plywood, particleboard and fibreboard. All the product groups except 

particleboard and fibreboard are under review of this study. Particleboard and fibreboard 

are excluded, because the volume of those presents only 0,3% and 0,2%, respectively, of 

total forest industry products (Finnish Forest Industries Federation, 1998).

3.1.1.1. Pulp and Paper Industry

The pulp and paper industry includes chemical and mechanical pulpmaking in addition to

the manufacture of paper and paperboard. In chemical pulpmaking, a combination of
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chemicals and heat is used to dissolve the substance, called lignin, which binds the wood 

fibers together. In the mechanical process, the fibers are separated from each other by 

means of abrasion.

Paper products can be divided into two categories on the basis of their grammage, i.e., the 

weight in grams of one square meter of paper. Papers contain a single layer an weight 25- 

300 g/m2, and paperboards, which usually contain several layers, have a grammage of 

170-600 g/m2. The borderline between paper and paperboard is not fixed, because the 

lightest paperboards can have lower grammage figures than the heaviest papers. It is the 

intended use that determines the border more than the weight: paper for printing, 

paperboard for packaging.

The paper grades which are made from mechanical pulp, are called wood-containing 

paper grades. These grades include newsprint, uncoated magazine paper and coated 

magazine paper. Newsprint is either entirely made from mechanical pulp or contains only 

a small amount of bleached softwood chemical pulp. Recycled fibers are increasingly 

often used to replace mechanical pulp. Uncoated magazine paper is also called 

supercalendered (SC) and lightweight coated magazine paper (LWC). So-called wood- 

free printing papers or fine papers are made mainly of chemical pulp. Fine papers include 

uncoated printing papers and coated printing papers. Other paper grades are packaging 

papers, tissue, label papers, greaseproof, and wallpaper Paperboards, which are made 

from chemical and mechanical pulp and recycled fibers, can be divided into sub

categories according to their intended use.
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The sub-categories of paper in which Finland’s output has grown fastest were printing 

and writing grades. These are used mainly in magazines, catalogues, books, advertising 

material and various kinds of office papers. Output of newsprint has declined as machines 

have been converted to produce mechanical printing papers. Parallel to this development, 

Finnish companies have increased their newsprint capacity abroad - close to markets and 

to a new source of raw material, waste paper. Output of paperboard has been rising 

steadily since the mid-70s and reached about 2.6 million tons in 1998. This material has 

several uses, of which the main one is in a variety of packaging products.

3.1.1.2.Mechanical Woodworking Industry

Mechanical wood processing is the general term describing those segments of the forest 

products industry in which manufacturing does not involve disrupting the cellular 

structure of wood. Thus it includes sawmilling, wooden panels and a variety of 

downstream products derived from them. These products involve different degrees of 

processing: for example, planed and finger-jointed lumber. Some items have a higher 

value-added input and are ready products without any further processing, e.g. windows, 

doors, furniture, pre-fabricated wooden buildings and ready-to-use building components.

Plywood industry is an important part of the mechanical woodworking industry. In fact, 

the capacity of the Finnish plywood industry has increased enormously with the coming 

on stream of new softwood mills in the 1990s.
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A growing proportion of the mechanical wood-processing industry's sawn timber and 

panel products is further processed to varying degrees, yielding articles for use in 

building and renovation as well as by the building products, joinery and furniture 

industries both in Finland and abroad.

3.1.2. Finland’s Role in Forest Industry Products Markets

Finland is a notable exporter of forest products, whereas from the global perspective the 

forest industry is mainly viewed as domestic manufacturing (Martikainen, 1994, p.9). 

According to the FAOSTAT Database in 1995, 24% of the world total production of 

paper and paperboard was exported. In other words three quarters of production is 

consumed domestically. (Key to Finnish Forest Industry, 1999)

Finland is Europe's third largest - after Sweden and Germany - producer of sawn timber. 

Most of the timber sawed in Finland is exported. Furthermore, Finland is the world’s 

sixth biggest producer of paper and paperboard, but a second biggest exporter after 

Canada. However, Canada exports mainly to the US, whereas Finland’s main markets are 

in Europe. Europe was the destination for 80 % of the industry's exports in 1998. The 

main markets were Germany, the UK, and France. Outside Europe, North America and 

Asia were likewise important markets, accounting for 6 % and 8 %, respectively, of total 

export revenues. The markets that are expected to grow most in the future are those in 

Asia, where consumption of forest products is still at a low level, but has been growing 

faster than in other markets. As the EU enlarges, the formerly socialist countries of
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Eastern Europe are likewise expected to become important markets. (Key to Finnish 

Forest Industry, 1999)

Output of pulp and groundwood totaled 11.4 million tons in 1998. Exports accounted for 

15 % of this total, because most of the pulp is used as raw material by paper mills in 

Finland. On the sawmilling side, output totaled 11.2 million cubic meters in 1998, with 

exports accounting for 70 % of total production. All in all, 170 industrial-scale sawmills 

are in operation in Finland. Of the total of 992,000 cubic meters of plywood produced in 

1998, 88% was exported. Of the 10.1 million tons of paper that left Finnish mills in 1998, 

90 % is exported. (Key to Finnish Forest Industry, 1999)

The forest products industry and forestry together account for about seven % of the 

Finnish GDP. The forest products sector's share of the total value added generated by the 

Finnish industry is around one-fifth. The importance of the forest industry to the Finnish 

economy becomes clearer when one looks at exports: in 1998, the industry exported 

products to a total value of 66.2 billion FIM and paper's share of this was about a half. 

The industry accounted for about 30 % of visible exports from Finland in 1998. Its 

importance to the nation is even further underscored when one takes into account that it 

needs fewer imported production inputs than other export sectors. Most of its most 

important raw material, wood, comes from Finland's forests. Its energy requirements are 

likewise domestically sourced to a high degree. All in all, only an average of about 15 % 

of production inputs is of foreign origin. Since other export industries import higher 

proportions of their production inputs, the forest products industry's net contribution to
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the nation's foreign currency earnings remains considerable. (Finnish Forest Industries 

Federation, 1998)

3.2. F1PM Research

In the following chapters a review of the existing academic research in the field of FIPM 

will be undertaken.

3.2.1. FIPM as a Research Area

There are altogether quite a limited number of empirical studies concerning marketing 

planning in the forest products industry. Studies dealing with marketing strategies in 

forest products industries can be found in Finland and North America. Most of the studies 

dealing with marketing planning in the forest products industries have been made at the 

Department of Forest Products Marketing in the University of Helsinki in Finland. 

(Martikainen 1994, 70)

Because this study has a Finnish viewpoint the academic research carried out in Finland 

supports the objectives of the study well. The next chapter explains the integrated model 

of marketing planning developed by Professor Juslin from the University of Helsinki.

3.2.2. The Integrated Model of Marketing Planning
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An integrated model of marketing planning is presented in Figure 6. Different versions of 

the model have been frequently used as a framework when conducting research in forest 

industry products marketing planning since the mid-1970s.

The integrated model of marketing planning contains the usual components of marketing 

planning. However, the hierarchical order of the model differs notably from the most 

common models, such as the so called “Four Ps”-model found in marketing literature.

Objectives of the Independent Business Unit

Marketing Strategies
1. Products
2. Customers
3. Market-Areas
4. Competencies

Quantitative Objectives and Means per Year or per Shorter Period
Action Plans

Marketing Structures
1. Organization
2. Planning and Information Systems
3. Contact Channels
4. Channels of Physical Distribution

Contact Functions
1. Personal Selling
2. Marketing Communications
3. Market Information

Marketing Function
Product Functions
1. Product Planning 
1. Pricing
1. Physical Distribution

Figure 6. An Integrated Model of Marketing Planning (e.g. Juslin & Neuvonen, 1997)

The model contains four hierarchical levels: strategies, structures, functions and action

plans. Being one of the functions of a business unit, marketing gets its objectives from the 

whole unit. Because of the central position of marketing, most strategic decisions of 

marketing are also linked to the strategy of the business unit. This also means that the
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decisions concerning marketing strategies are made on the highest hierarchical level in 

the business unit.

The hierarchy in the model means that the highest level decisions have to be made first 

and then objectives are set for the following levels. Strategies come first and structures 

follow. When there are changes in strategies, there should be changes in structures. The 

other relationship between strategies and structures indicates that there can be 

institutional constraints in structures. Structures can restrain the realization of strategies 

However, structures and systems should serve as frames and tools for realizing strategies.

The company operates with marketing functions to realize the strategies. According to 

this model, these marketing functions are in an essential position for satisfying the needs 

of the customer. In many other models, they are seen mainly as tools for competition 

against other companies. The action plans put the strategies and functions into action. 

Strategies guide the target-setting of annual planning of marketing. Plans related to 

marketing functions guide the decisions concerning the marketing measures carried out 

during the planning period.

3.2.3. Operationalization of the Integrated Model of Marketing Planning

This chapter clarifies the operationalization of the integrated model of marketing planning 

presented above. Product strategy is divided into three alternatives; emphasis on (1) 

commodity products, (2) special products, or (3) custom-made products.
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The customer strategy alternatives are; (1) as many customers as possible, (2) few well- 

specified segments, or (3) known end-users.

Geographical target market area strategy is described with two alternatives; (1) as many 

countries as possible or (2) well-specified countries

Competitive advantages can develop from several sources like, (1) quality of the 

products, (2) efficient marketing channels, (3) customer relationship,(4) technical and 

other services, (5) marketing communication, (6) advantageous price, (7) well known 

trade mark, (S)efficient marketing, (9) flexibility in price policy, or 10) big market share.

The marketing structures are analyzed in connection with organization and the channels 

of distribution. Even though the marketing organization is out of the scope of the study it 

could be either; (1) product-oriented, (2) customer-oriented, (3) market-oriented, or there 

(4) is no clear organization-type at all.

The channels of distribution can be measured in connection with the structure of 

marketing channels, the functions and tasks of the channels, and the objectives of the 

channels.

3.2.4. The Marketing Model and Finnish Forest Industry
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A survey from the early 1990s (Aitolahti et al. 1994) conducted in Finnish forest 

indicates that the commodity product strategy is most frequently used by pulp mills in 

contrast to panel mills which emphasize the custom-made product strategy. Special 

product strategy is rather uncommon by itself while the mills often tie it to the custom- 

made product strategy. About one third of the paper and board mills try to emphasize all 

the alternatives of product strategies at the same time. (Aitolahti et al. 1994)

Emphasizing a few well-specified market segments was the most common customer 

strategy. About equal to it was the alternative where a company emphasizes both few 

well-specified segments and known end-users. The product groups did not differ much 

from each other when examining customer strategies. There were very few companies 

trying to market their products to as many customer groups as possible. The industry was 

very consistent in its market area strategies. Less than 20% of the companies tries to 

market their products to as many countries as possible. All the rest try to be selective to 

and concentrate on a few well-specified target market areas. The industry felt their 

competitive position to be rather good although there seemed to be no clear competitive 

advantages. Product quality and customer relationships were the strongest areas, while the 

ability to compete with other producers on price appeared to be the most difficult issue. 

Sawmils and paper and board mills trusted their product quality and customer 

relationships. Personal selling and services were felt to be the strongest points of the 

panel mills. Perhaps this was because of the tradition of sales associations. (Ibid.)
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Regarding marketing channels, the reliability of delivery was named as the most 

important objective. Furthermore, establishing closest possible contact with final 

customers was considered to be the second most important objective. The most important 

marketing channels used were sales associations, own sales companies or sales offices or 

agents. The sawmill industry’s commodity products were largely marketed by foreign 

agents or by own sales offices. The pulp industry used mainly sales associations. 

However, for example Enso was not anymore a member of Finncell. The paper and board 

industry used almost the same marketing channels for special and custom-made products 

as for commodity products. Over half of the commodity products were marketed through 

the sales associations to sales companies and from there to the industrial end-users. It was 

notable that in the paper and board industry, over 20% of the producer’s special and 

custom-made products were marketed through wholesalers who were located between the 

sales companies and industrial end-users. Therefore, the channel was longer than the 

marketing channel of commodity products. This may be partly due to the fact that 

production lots were smaller. According to the overall results concerning marketing 

channel functions, the primary performer in all of the functions was the producer or own 

sales company / office. Also the most influential member in the marketing channel was 

the producer. Retailers and wholesalers had the least power of all the channel members 

and it was stated that in the marketing channel power is centralized to the seller-side. The 

most important objective of marketing communication in sawmill and paper and 

paperboard industry was making the product known, whereas in the pulp industry it was 

to explain product characteristics. (Ibid.)

48



However, these results are from early 1990s and there have been many of changes since 

then. The following chapter discusses the current development trends in the industry.

3.3. Current Trends in Forest Industry

This chapter gives background information to some trends which may have an impact on 

EC related questions.

3.3.1. Consolidation

The forest industry is going through a period of transition. The industry is consolidating 

rapidly and many questions have been raised as companies seek new directions. Company 

size is considered to be a critical success factor. It seems, however, that even as greater 

company size improves the capability for risk taking, market shares by product are 

becoming ever more crucial to success. Hand in hand with bigger market shares goes 

focusing on core businesses. The industry is still fragmented and therefore the control of 

the total supply is not in the hands of single company. However, the industry is 

globalizing and consolidating. Continuing focus on core product groups and continuing 

consolidation may change the situation.

According to Jaakko Pöyry Consulting, a well known Finnish forest industry consulting

company, concentration in the forest industry will continue. There have already been

plenty of mergers and acquisitions and average company capacity has increased from 3.9

million t/a in 1985 to 7.8 million t/a in 1997. However, compared to other industries, such

as steel, oil, or chemicals, forest industry is still fragmented. Therefore, the average
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capacity is expected to increase to 22 mil. t/a in 2005. Another indicator is the share of 

top five companies of the total capacity. It is expected to grow from 13% in 1997 to 30% 

in 2005. This is very important keeping n mind the case companies of this study since 

two of them are in the top five, and according to their strategies they aim to stay there 

(www.storaenso.com/investors 16.9.1999). To IT this means that there will always be 

parallel sales and order-handling systems. From marketing point-of-view, there will be a 

continuing need to combine and simplify sales networks.

3.3.2. Globalization

Partly as a result of the consolidation discussed above, the leading companies are 

becoming global. Even though forest industry has traditionally been a continental 

business, the size of the continental markets sets limits to growth. Therefore, especially 

European manufacturers have begun to globalize. Some analysts have argued that the 

European companies already think globally while their American colleagues still have a 

continental viewpoint. However, Stora Enso’s CEO emphasizes that there is not (yet) a 

single truly global forest industry company. (Kauppapolitiikka, 4/1999, 8)

On the other hand, some companies do not see that globalization itself could offer major 

benefits;

The globalization of the forest industry has also surfaced as a key issue for the future development 
of the industry. In a market situation of continuous overcapacity, margins are narrow and do not 
allow large-scale exportation of products from region to another. Accordingly, the forest industry 
will in the future, as in the past, be a predominantly regional business in which production and 
markets cannot be too far apart. Operational synergies between regions are limited, and this is the 
justification for establishing operations in a new region, especially when the potential of a 
company ’s own region has already been fully utilized. The market is now showing the first sings 
that companies are returning to look for major growth in their own home markets. (Metsä-Serla 
Annual Report, 1998)
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3.3.3. Integration

A characteristic feature of the forest products industry is integration, which means that 

successive production stages are arranged in chains. In an integrated production 

configuration, a pulp mill and a paper mill often operate side-by-side. This optimizes the 

efficiency with which raw materials are used, minimizes impacts on the environment and 

ensures that operations are as economic as possible. In Finland, an integrated complex 

often includes also a sawmill, the by-products of which - sawdust and wood chips - can 

be used as raw material in chemical pulpmaking.

The integration means that companies cannot focus on for instance paper production only. 

In order to be cost-efficient, a paper manufacturer needs to fully utilize the most 

important raw material, round wood. However, EC may offer new tools for getting get rid 

of other than core products.

3.3.4. From Sales Associations to Own Sales Networks

According to one definition, indirect export exists when a manufacturing firm is not 

taking direct care of exporting activities. Direct export applies to situation where the 

producing firm takes care of exporting activities and is in direct contact with the 

middleman in the target country. The middleman may be an agent, a distributor or an 

importer. Finally own export applies to a situation where there is no domestic or foreign 

middleman between the producer and the final customer. (Luostarinen and Welch, 1990)
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In the case of the Finnish forest industry, this means that although companies have been 

exporting a major share of their production for decades, export has been mainly indirect 

until the 1990s. Nowadays, depending on the product group and the target market, the 

mode of export operation is direct or own export. In other words, direct and own exports 

are relatively new modes of operation for Finnish forest industry companies.

Although the development towards direct and own export started in the 1970s, until the 

mid-1990s a remarkable share of exports was taken care of by sales associations such as 

Finpap, Finnboard, and Fincell. The reasons for using sales association are usually related 

to the cost of maintaining own global sales and marketing network and the small size of 

producers. By marketing the products together it can be done cost-efficiently. However, it 

leads to a product-oriented approach. The production is mainly bulk products, 

compromised to meet the requirements of as many customers as possible. Furthermore, if 

production is the core competence, people who progress in their career have often have a 

limited viewpoint to the changing business environment.

However, today all the case companies have a worldwide sales network. Own sales 

subsidiaries have been established in main markets and agents take care of overseas 

markets.

3.3.5. Branding
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Although most of the forest industry products consist of raw material to be further 

converted, there is a strong intention to create trademarks and brand awareness. During 

the 1990s, forest industry companies have started to build brand awareness around their 

trademarks. The trend can be seen in all product groups, except for sawn goods. The 

general approach is to use a two-tier strategy such as Metsä-Serla Gallerie or the UPM 

Coat where the corporate brand increases company’s visibility and the product brand has 

recognition within precise user and market segments.

3.3.6. Push versus Pull Strategy

The forest industry has been criticized for its push strategy. Instead of producing a right 

amount of goods to satisfy demand, companies produce close to full capacity because 

fixed costs are high compared to marginal costs. As a result of continuous overcapacity, 

there is a continuous oversupply which cuts market prices down. EC used as a supply 

chain tool may support development towards a pull strategy.
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4. EC’s potential effects on FIPM

First, this chapter discusses about the potential effects EC may have on FIPM. Then the 

drivers and barriers, which may speed up or slow down the transition toward broader 

utilization, will be evaluated. Finally, the end of the chapter evaluates how and when EC 

might be implemented will be taken place in FIPM. Based on these, a framework for 

empirical testing will be built.

4.1. EC’s Potential Effect on Strategic FIPM

The integrated model of marketing argues that in order to formulate an action plan, an 

independent business unit has to decide marketing strategies, structures, and functions, 

respectively. This chapter clarifies the possible changes which might take place due to the 

opportunities offered by EC.

4.1.1. Potential Changes in Marketing Strategies

As discussed, marketing strategy includes decisions concerning products, customers, 

geographical target markets, and core competencies. This chapter evaluates the changes 

that EC may possibly cause.

Regarding product strategy, EC may lead to wider use of commodity products. This 

development might turn out to be true if electronic marketplaces become a standard form 

of EC. On the other hand, manufacturing companies may further customize their
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products in order to stay away from bulk markets where suppliers can be easily changed . 

In this case EC would be used to establish closer customer relationships. Customers may 

have possibility to take care of product customization in the form of mass customizing, 

which in EC vocabulary means that when placing the order online there may be an 

opportunity for comprehensive product configuration made by the customer. 

Furthermore, decisions concerning branding may become more important in order to stay 

away from bulk markets.

It was also found that the most common customer strategy was to emphasize a few well- 

specified market segments or known end-users. If the Internet can reach all potential 

customers all over the world with access to the net, it is possible that it will change 

companies’ customer strategies.

As mentioned in the previous chapter, the Finnish forest industry was found to be very 

consistent in its geographical target market strategies. One reason may be that it is 

expensive to establish service capability, including a marketing organization in a new 

target market. If the Internet does not respect geographical boundaries, it may change 

companies’ strategies regarding geographical target markets.

EC itself may become a competitive factor. It may be possible that an increasing number 

of customers will expect to be served online. This may give a competitive advantage to 

the suppliers who are capable of providing the service. On the other hand, suppliers who 

neglect EC may loose their competitiveness.
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4.1.2. Potential Changes in Marketing Structures

Because of EC the organization is faced with new cross-functional challenges. In order 

to evaluate their EC strategy, companies have to decide how strategy evaluation, 

formulation, and implementation will be handled. Because EC is a business-driven 

phenomenon enabled by new IT technology, development work should be a cross

functional process. Therefore companies may consider EC to be an IT matter or they can 

establish workshops that include participants from several functions. In order to evaluate 

case companies’ EC attitudes and plans in the empirical part of the study, it is essential to 

observe how they have organized themselves. Furthermore, it is important to observe 

which function, IT, top management, marketing or business development, has the leading 

role.

Juslin’s model argues that Planning and Information Systems are part of marketing 

structures. As a matter of fact, it can be said that those are the technological enablers of 

EC. As mentioned earlier, ERP, CRM, SCM, and EDI solutions are part of companies’ 

EC-related IT development. In order to keep up with the development, the possible 

increase of EC may speed up companies’ investment willingness into these systems.

Furthermore, Internet may be used as an effective contact channel to existing 

distribution channel and other decision-makers. Due to the higher automation level in 

order taking and fulfillment processes, the role of own sales subsidiaries may change 

from routine tasks to higher value added promotion activities or to cost cutting in form of
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downsizing. The Internet may also be used to improve information flow from markets to 

manufacturers. This may be general customer feedback or order forecasting.

Another EC development, disintermediation, may cause changes to channels of physical 

distribution. If companies prefer this or bigger end customers, currently served by 

wholesalers, demand direct contacts to manufacturers, the development may lead to 

disintermediation. As a result, EC may lead to lower order sizes and therefore set new 

challenges to existing logistics arrangements. In the case of disintermediation, a part of 

the distribution currently taken care of by wholesalers might be the suppliers’ 

responsibility in the future. However, it is also possible that distributors will focus on 

distribution and leave marketing communication to manufacturers.

Moreover, the role of agents may also change. However, this development is difficult to 

evaluate, because there may be two kinds of development. On one hand, the use of agents 

may increase because human contact in distant markets will be needed and agents’ 

operations can be effectively supported by the Internet in the form of sales force 

automation. On the other hand, participation in electronic market places may in the future 

cover the markets currently taken care by agents.

Should falling prices be taken as an evidence EC development is a crucial question to 

manufacturers. As a result of higher market transparency, the power shift from 

manufacturers to customers has been much emphasized. Increasing buyer power would 

also result in better awareness of market prices and would push prices down. On the other
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hand, an opposite development might also be take place. This means that due to better 

service provided by EC, customers may be ready to pay a premium for new value-added 

services or at least be less price sensitive due to the closer relationship with a supplier.

4.2. Potential Drivers and Barriers for the Transition

On the driver side companies have two main targets, one to increase or at least to protect 

existing revenue and/or cost efficiency and two, to operate in a cost-efficient way.

4.2.1. Drivers

If companies believe that value chain is inefficient due to members in the chain who do 

not add value, they may see disintermediation as a desirable development. By a more 

direct marketing approach, distribution costs could be decreased.

In today’s increasing competition every company should operate as efficciently as 

possible and therefore EC and decreasced transactions cost may be an efficient driver. EC 

can increase efficiency by automizing routine works such as availability checking, order 

entry or order tracking , currently done manually. EC may also lead to lower marketing 

communication costs.

As emphasized, the Internet does not respect goegraphical boundaries and therefore it 

may be used to search for growth markets. Whereas this means mainly new geographical 

markets, another target may be new customers from markets where the company already 

has a presence.
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In order to stay competitive, companies should be able to provide a competitive total 

market offering including core products and services. When competitors begin or even 

plan to offer online service, companies will face increasing competitive pressure to 

provide the same or preferably better online services. This may be the only way to 

maintain loyal existing customer relationships.

If company does not lead EC development in order to stay competitive, it has to follow 

the development. It is highly likely that some of the existing EC solutions (see Appendix 

1) will turn out to be successes. This, on the other hand, leads to increasing customer 

demands where customers assume to get service also on the net.

4.2.2. Barriers

Technological barriers are proposed those who argue that there is a lack of technical 

solutions to start EC. The main concern may be information security or the fact that 

existing IT-systems cannot fulfill the needs of EC. According to a study (Pulp and Paper 

International, 10/99), forest industry is in the ERP implementation phase and its back 

offices may not be solid enough to move toward EC.

However, as argued by Mougayar (1998), there is enough technology and what is lacking 

is the capability to utilize the technology under review. In the forest industry, this may 

result in a lack of awareness about opportunities offered or lack of skills to implement EC 

systems. Furthermore, forest industry is known as a conservative industry and internal
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resistance to change may be strong, especially if awareness is low. “We are doing EDI”- 

attitude may create an illusion that the opportunity of EC has already been explored. 

Moreover, additional sales or cost savings enabled by EC versus an unpredictable cost 

justification may lead to skepticism of return on EC investment, which may be 

remarkable.

The barrier that is difficult to ignore in any mature industry is channel conflict and there 

is no reason to believe that the issue would not be a difficult one also in the forest 

industry. Furthermore, if the existing logistical arrangements cannot meet new challenges 

set by EC and smaller order lot size, more direct distribution models may not be realistic.

Power shift to customers may also be a barrier as long as it is believed to cut prices. This 

development may hold true in electronic market places where the most important 

decision-making criteria may be price. On the other hand, how much an individual 

company can influence this development is another question.

Behavioral and educational barriers in the forest industry include uncertainty about the 

future of EC. So far there are few successful EC applications and therefore the decision

makers may think that EC is just another hype-driven “ism” created by consultants and 

solution suppliers.
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Finally, even if forest industry companies are convinced of the necessity of EC, they may 

think that their customers1 capability or willingness to implement EC is too low. In other 

words, the critical mass of potential EC customers might be missing.

4.3. Framework for the Study

So far, the literature review of this study has evaluated how EC might affect forest 

industry products marketing. Figure 7 presents a framework that links the topics 

discussed together.

Figure 7. Theoretical Framework of the Study

In order to move from web absence toward online business, both customers and suppliers

have to be willing and capable of utilizing EC in their business transactions. The

horizontal axis represents the forest industry companies and the vertical axis their
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Customers, which may be either members of the distribution channel or industrial end- 

users. Both parties, customers and suppliers, have different drivers and barriers to utilize 

different forms of EC to a broader or a narrower extent. The transition toward EC requires 

that both parties feel that the drivers are more significant than the barriers. In order to 

evaluate the development, an empirical study, described in the following chapter, was 

carried out.
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5. Research Approach and Method

This chapter discusses the overall configuration and organization of research activity. It 

determines the type of evidence collected and interpreted in order to provide acceptable 

answers to the research questions.

5.1. Research Approach

Traditionally the field of research is divided into two methods, quantitative and 

qualitative, according to the mode of data collection used. Quantitative methods are 

standardized methods that facilitate comparison and statistical aggregation of data and 

they are useful for statistical generation. In qualitative research, the aim is to examine 

individuals and issues in their natural context and to get information and feelings of 

people and organizations.

The choice of the most appropriate research approach depends on many factors. The most 

important ones are the nature of the phenomenon, existing knowledge and the nature of 

the research questions. Qualitative research and case study methods have often been used 

for exploratory studies. Furthermore, the qualitative case method has been viewed as the 

most appropriate method for exploring new research areas, such as EC, when little is 

known about a particular phenomenon with the objective of identifying theoretical 

constructs and concepts (Eisenhardt 1989).
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However, also qualitative research may be conducted in many ways. Wolcott 

differentiates four different approaches including non-participant observation strategies, 

participant observation strategies, interview strategies and archival strategies (Miles & 

Huberman 1994, 6). Each strategy has its advantages and disadvantages depending on the 

type of the research question, the control the researcher has the over actual behavioral 

event and the focus on contemporary as opposed to historical phenomena (Yin 1994, 13). 

According to Marshall and Rossman (1995, 143), the strength of a qualitative study that 

aims to explore a problem is its validity.

This study is about EC which can be defined in many ways. The topic is also very new 

and the general knowledge of the interviewees varies a lot. Furthermore, the awareness of 

EC as a phenomenon is an important factor having an effect on its adaptation to business. 

Therefore one objective of the empirical part was to evaluate interviewees’ awareness of 

and especially attitude to EC. It is essential that the researcher is able to follow 

interviewees’ reactions and act upon them and thus have more control over the situation. 

This led to the decision that a qualitative case approach is the best one for this study.

5.2. Choice of the Case Companies

After several acquisitions and mergers the Finnish forest industry is very consolidated. 

The three largest groups represent over 90% of the production and are also remarkable 

actors in global markets. However, the term Finnish forest industry company has become 

fuzzier because around 50% of the production takes place outside Finland.
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To get reliable general impressions about the development of EC, it was important to be 

able to conduct cross-company checking. Therefore, all three largest groups, UPM- 

Kymmene, Metsäliitto / Metsä-Serla and Stora Enso, were included to the study. Each of 

the groups is discussed in Appendix 4.

5.3. Data Collection and Analysis

Before the interview process, there was a pilot study whose purpose was to evaluate the 

coverage of the interview guideline and planned interviewees. The pilot study included 

academic researchers, EC solution suppliers, and visionaries of the case companies. The 

pilot study helped to get an impression of EC status in the industry, to define the key 

questions to be asked, and to find the correct persons to be interviewed.

In building a sample, the researcher may use a technique called snowball sampling, where 

one research participant leads to another. For the purpose of maximum variation it is 

advisable to use the snowball technique to locate subsequent participants that are different 

from the first participant Maykut and Morehouse 1994, 56-57). In this study a snowball 

method was also used, which means that most of the interviewees were asked for other 

suitable candidates to be interviewed.

As Appendix 1 lists, in addition to other interviewees, total of 25 decision-makers within 

the case companies were interviewed. Generally interviewees were vice presidents or 

directors from IT, business development, or marketing functions. Usually an interview 

guideline (see Appendix 2) was sent by e-mail beforehand to give the possibility to
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prepare answers beforehand. 23 of the interviews were personal interviews and the 

average duration was one hour. Two long-distance interviews were conducted on the 

telephone. Each of the interviews was tape-recorded to be written down and analyzed 

later on.

Even though it was relatively difficult find persons who felt to be the correct ones to 

discuss EC development in the forest industry, the general attitude to the interviews was 

positive. As a topic EC is very current and most of the interviewees were interested in 

discussing about it. Many of the interviewees found it positive that someone attempted to 

take a forest industry-specific viewpoint to EC. Elowever, one reason for cooperative 

response may be that an executive summary of the results of the study was promised to 

the interviewees.

Writing and analysing was done at the same time. It included data reduction, data display 

and conclusion drawing simultaneously. Data reduction is a process of selecting, 

simplifying and transforming the data. It focuses, discards or organizes the data so that 

conclusions can be made. (Miles and Huberman 1994, 10-11). Conclusions were drawn 

bu noting patterns or themes, counting what is in the data, and making contrasts and 

comparisons. According to Eisenhardt (1989) an essential part of analysing qualitative 

data is the comparison of the results with the findings of previous literature. In this study 

this was done by continuously going back and forth between the literature and the 

empirical data.

66



5.4. Validity and Reliability of the Study

The quality of a study can be measured by the concepts of validity and reliability. 

Validity of the study assesses the kind and accuracy of the information obtained from the 

study, as well as the relevance and the generalisability of the findings (Sykes, 1990). The 

concept of validity can further be divided into three subconcepts. Construct validity 

means the use of correct operational measures for concept that is studied, internal validity 

examines the correctness of the causal relationship built in the study, and external validity 

establishes the domain to which the research findings are generalizable (Yin 1989, 40- 

41). Reliability demonstrates that the operations of a study can be repeated with the same 

results by another investigator (Yin 1989, 45).

The use of multiple sources of data tends to increase the construct validity of a study (Yin 

1989, 96-97). In this study in addition to interviews, case companies’ printed materials 

and Internet web sites were regularly analyzed.

Interviewing also has some weaknesses. It involves personal interaction and makes co

operation essential. Interviewees may be unwilling to share all that the interviewer hopes 

to explore Marshall and Rosmann, 1995). In this study in the beginning of the each 

interview situation, the interviewer emphasized that the purpose was not to get 

confidential information and it was guaranteed that the opinion of an individual 

interviewee or company could not be read from the documentation of the study. These 

commitments seemed to be important in order to create an open and relaxed atmosphere 

and to get reliable information.
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The author feels that the sample size was large enough to provide material for effective 

cross-checking between companies, persons, and product groups. An argument 

supporting this is that in the end of the interview process, the responses started to be 

presumable.

However, because relatively few interviews were made per product group, the material 

collected does not enable deeper analyses per product group. On the other hand, the 

material lays a good basis for comparison between product groups and some level of 

product-specific estimations can be made.

In December 1999 the summary of the analyzed results was presented to three key 

interviewees, who agreed that the results are valid.

6. Findings and Discussion

6.1. General

This chapter discusses the attitude of the forest industry toward EC and some industry- 

specific factors that need to be taken into account when evaluating EC’s impact on the 

industry under review.

6.1.1. Industry’s Attitude to EC
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Generally interviewees felt that the development of EC has reached the point of no return. 

The most advanced units are in the strategy formulation phase and the attitude is 

changing from traditional “let’s wait and see” towards “ we will do something, but 

what?” Awareness of the possible effects of EC varies significantly and interviewees felt 

that the possible change is still indecipherable and as a result companies do not have 

holistic understanding of the development and actions needed. Furthermore, awareness of 

the EC development seems to be concentrating in a few individuals, which (hopefully) 

were included among the interviewees of this study. Keeping in mind how difficult it was 

to find individuals who felt to be a correct person to be interviewed, the general 

awareness must be relatively low.

To some extent, case companies have studied their customers’ willingness and capability 

to implement EC. Studies show that some customers, e.g. publishers, are better aware of 

the development and opportunities. Therefore, they are more willing to develop EC and 

cooperation than companies themselves have been, which is a strong driver for 

development. Some experiment systems with most advanced customers are already 

running.

In marketing, EC is (surprisingly) often seen as an IT-matter. Generally, IT or business 

development functions seem to be in charge and they have often established cross

functional workshops where all the aspects should be taken into account. However, also 

top management has started to express commitment. For example StoraEnso’s Härmälä
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have emphasized in their new strategy that e-commerce will be further developed 

(www. storaenso. com/ strategy).

Some level of anxiety can also be observed. There is lot of discussion around the topic 

and in many cases the atmosphere can be said to be threatening. However, nobody has 

been able to explicitly explain what the development means to the forest industry. Some 

interviewees stated that too many EC consultants, new media, and other companies visit 

them and instead of making things clearer they cause further confusion. This statement 

may be justified because it seems to be a challenging task to combine EC and a specific 

industry. Consultants or solution suppliers who know EC may believe that the same 

features and arguments are valid in different industries. Obviously that is not the case 

because the forest industry also has its industry-specific characteristics that limit general 

applicability. These characteristics will be discussed in the following chapters.

Moreover, depending on interviewees’ attitudes, there turned out to be two opposite 

schools of thinking. First, were the group of people who tried to think over how EC could 

be utilized in FIPM. Second, was the group that used their energy to express all the 

possible reasons why EC is not applicable in this particular industry. One may ask which 

group will develop the breakthrough applications?

6.1.2. Industry Specific Factors
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Industries have different industry-specific factors that need to be taken into account, when 

evaluating EC’s applicability to the industry. The following chapters describe the most 

important forest industry specific factors.

6.1.2.1.Capacities and Market Shares

The EC literature emphasizes the potential of exponential growth. This means that the 

number of existing customers attracts new customers. As a result early entrants gain 

advantage. However, in forest industry existing production capacity sets the limits to 

(short-term) market shares. This seems to be a general limitation in resource-based 

industries. From EC point-of-view, the crucial question seems to be how to generate 

maximum revenue with minimized costs from the existing production capacity. These 

observations support the argument presented by majority of the interviewees; EC would 

be used to support and improve existing business practices in order to establish close 

cooperation with key customers.

Moreover, EC sets forth the need to reevaluate an order fulfillment process ownership. 

According to interviewees, capacity management has a key role in forest industry and 

currently production management is responsible for production capacity’s efficiency 

rates. However, from EC and from order fulfillment viewpoint the ownership of the 

business process should be in the hands of marketing. In other words, the order 

fulfillment process should be controlled by customer requirements and not by the 

capacity utilization rate. This requires a change in the way of thinking which it will not 

happen overnight. At the moment, there is no mutual agreement as to whether it is
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marketing or production that should have the ownership of order fulfillment process. One 

interviewee stated that the main reason for this is the sales association history.

6.1.2.2. Transportation Costs

Many interviewees emphasized that forest industry products are relatively low value- 

added products. The transportation costs are remarkable and a production unit can serve 

only a limited geographical region. Outside the region, the transportation costs are too 

high for profitable business operations. To EC, this means that even though the Internet 

does not respect geographical boundaries, the production has to be marketed in certain 

geographical regions. However, to Finnish companies this region in many product groups 

is Europe. This observation may support the argument that the forest industry is a 

regional, rather than a global business, even though some of the companies are 

globalizing. The regional approach applies also to customers who are looking for 

potential suppliers on the Internet. Instead of getting all the possible offerings around the 

world, it would be more valuable to only get the offerings of the companies who are able 

to transport the products cost efficiently.

6.1.2.3. Existing Business Practices

Interviewees also pointed out that forest industry is a conservative industry where

existing business practices sit tightly. Many business relationships have a long history

and the partners have known each other for decades. In any case, human contact and

negotiation was seen not only as an unavoidable but a desirable part of the business. Sales

negotiations are a tool for value creation. However, there were said to be cultural

72



differences between continents, for instance between Europe and, US. Some interviewees 

said that in the US customers appreciate more efficiency than customers in Europe do. In 

Europe, personal relationships were said to be more important. The conservativeness 

could support the argument that EC would have a supportive role. One may ask that if the 

suppliers are conservative, does it mean that their customers are conservative as well? 

However, it may indicate that the rigidity of suppliers’ own organizations may slow down 

the transition toward EC.

6.1.2.4.Target Market Dependence

When evaluating the forms of EC, interviewees easily rejected some forms, such as the 

electronic marketplace. However, if the applicability of that particular form was evaluated 

in some other target markets, the attitude often changed. Even though the case companies 

have a global market presence, the importance of different target markets varies a lot. 

Naturally, companies have a different approach in the main market, Europe, than in some 

marginal overseas markets. To EC, this means that even though some particular form of 

EC, such as the electronic marketplace, would not be a right EC form in one market, it 

does not mean that it would not work somewhere else. A conclusion may be that 

companies should approach different target markets with different forms of EC. Some 

interviewees thought that marketplaces could be used to get rid of overcapacity in 

overseas markets.

However, the manufacturers in overseas markets may have the same kinds of plans. For 

instance, Asian manufacturers could market their overcapacity to Europe by using
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electronic market places. This development may be a success driver for marketplace 

providers.

6.1.2.5. Different Product Groups

Although, this study discusses forest industry products on a general level, the product 

groups differ from one another in many ways. Just to name few, there are differences in 

distribution structure, in value-added, in size and number of transactions and in market 

sizes. Furthermore, some products are commodity products whereas some are customized 

and some will be further converted. Even product characteristics required may differ in 

different target markets. All these factors mean that EC’s effect on different product 

groups varies as will the EC solutions. Therefore, each product group needs to be 

evaluated individually.

6.1.2.6. Effects on Value Chain

According to interviewees, EC will create pressure on existing distribution structures, 

although disintermediation is not necessarily an objective. Figure 8 attempts to visualize 

this pressure.
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Figure 8. Possible disintermediation

The size of the circle represents the size of the end-customer. The thick arrows represent 

material flows and the thinner arrow on the left going from supplier via wholesaler to the 

second biggest end-customer means that in some cases wholesaler sends the invoice 

although the goods would be delivered directly. The bigger end users being served by 

wholesalers or distributors are already demanding straight contacts to manufacturers. It is 

evident that such demands will gain force with EC. However, because of wholesalers’ 

capability to serve smaller end-users, they are manufacturers’ important partners and are 

defined to be one key customer segment. According to interviewees, the channel conflict 

will be avoided as long as possible, keeping in mind the increasing competitive pressure 

to serve bigger end customers directly. A few times the interviewees considered that if the 

value added provided by the wholesaler is in logistics, they should focus on logistics and 

leave other marketing functions to manufacturers. A growing attitude is that forest 

industry companies should not further invest in vertical integration, in other words,
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acquire own wholesalers. On the other hand, such development may be driven by other 

factors than EC but EC may be used to support the strategy the company has chosen.

The future of agents does not look necessarily as depressing as one could imagine. There 

are several reasons for that. First, in most target markets, the need for human contact is 

obvious. Second, in many cases the law supports agents as a weaker counterpart 

compared to big manufacturers. According to one interviewee, the latter argument means 

that an agency termination process would be extremely expensive. Finally, in many cases 

agents’ operations could be further supported by providing online services on the net. 

Sophisticated agents who realize the opportunities EC offers could utilize those as an 

effective marketing tool. For instance they could open an online channel between their 

customers and the manufacturer and get the commission more easily.

6.2. Development in the Forms of EC

Keeping in mind the forest industry-specific factors analyzed above, the following 

chapters take a look at recent developments of EC in FIPM and evaluate future 

developments. First, the EC development from web presence to online services will be 

reviewed. Second, possible forms of online services will be evaluated and in the end a 

discussion about the choices between alternatives will take place.

6.2.1. From Web Presence to Online Services

On a general level the following Internet development in forest industry can be observed. 

For two to three years companies have had a web presence which has meant a corporate
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web site. At the moment, some companies are establishing websites around their product 

brands. The third step, which means different online services, is still quit fuzzy. The 

solutions will be different depending on the desired results. This development will be 

discussed in detail, but hopefully, the Figure 8 will help the reader visualize it.

Web Presence 
• Corporate Web Site

Web Marketing 
• Brand Web Sites

Such as...

www.storaenso.com

www.katrin.com

Online Services 
Closer

(Partners Customer relationship -
Looser

^(Marketplace)

EDIs www.pappersgruppen.sewww.paperexchange.com
lightEDIs www.future-paper.comwww.accesspaper.com 

www.scawoodshop.comwww.woodmarket.net
(Web Services)

Figure 9. EC Development in Forest Industry

In Figure 8, web presence means a public Internet site where the company can present 

public company or product information. Forest industry companies have been present on 

the Internet for two to three years in a form of corporate web sites. In the beginning, 

investors were the primary target group and therefore product information was given only 

on a general level. However, during the last year there has been a trend towards more 

detailed product and application information. The target groups have been industrial end- 

users and other decision-makers such as advertising agencies.
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Recently there have been indications about the next phase, which could be called a brand 

web site. The development is clear in the product groups that are not further converted 

such as copier paper or tissue products. According to some interviewees, currently their 

value chain members and end users assume to gain product information from the Internet. 

Therefore, besides the image reasons the web is seen as a tool to serve customers and 

increase brand awareness. Although a public web site does not offer a possibility to place 

an order as of now, it may provide purchasing-information such as list of sales 

subsidiaries and agents around the world. Examples of brand web sites are Metsä Tissue’s 

www.katrin.com (see Appendix 3).

However, there seems to be pressure to move forward to the next phase which can be 

called online service. The main reasons among competitive pressure are better customer 

service and cost efficiency. UPM-Kymmene’s www.future-paper.com indicates that one 

way to move to online service is to provide the services on a brand web site.

However, there are also several other ways to provide online service and most probably 

several different forms of EC will come true. The range of alternatives can be explained 

by using Figure 8 where the axes on the bottom have two end-points, partnership and 

marketplace. The partnership end-point means close cooperation and system integration 

with key customers. The other end-point, electronic marketplace, means participation in a 

third-party marketplace where buyers and sellers do not necessarily know each other. The 

partnership may be the next evolution of existing EDI solutions, whereas, for instance
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electronic marketplaces such as www.paperexchange.com and www.accesspaper.com 

(see Appendix 3) represent the latter solution. In the middle, the web service means, for 

instance company’s own web site, where it provides online self-services.

Although the borders between these forms of EC are unclear this kind of classification 

may help the analyze future development. To gain a deeper understanding of the topic, 

the future of the supplier-customer relationship will be discussed in detail in the 

following chapter.

6.2.2. The Future of the Supplier-Customer Relationship

According to most of the interviewees, a key question in evaluating EC’s impact on the 

industry seems to be whether it will make customer relationships tighter or looser. 

Furthermore, because the forms of the EC are different depending on the desired 

customer relationship, this issue is discussed in-depth.

EC can be seen as a medium to create a tight customer relationship. In that case, EC 

means integrated IT-systems and cooperation where suppliers and customers would 

streamline their business processes together. As a result, information between the parties 

would flow fluently and the value chain would operate effectively. The desired result is a 

win-win situation due to lower operating costs.

In case of a loose relationship, customers would change suppliers more easily. EC makes 

it possible because customers would have perfect information of the product offerings. By
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comparing the offerings, customers can choose the best ones on ad hoc basis. This 

increasing global sourcing capability could decrease customers’ supplier loyalty. This 

development would force suppliers into tougher (price) competition and therefore EC 

would shift power to customers.

So far, almost every interviewee stated that the objective of the EC in forest industry 

products marketing should be to make relationships tighter. Furthermore, the other 

possible EC scenario, an electronic marketplace, was seen as a risk because price would 

be an important decision-making criterion. On the other hand, if business on large scale 

will be conducted in marketplaces there is no reason to stay away.

An argument to support closer relationship is the existing long-term customer 

relationships that are based on personal relationships and trust. Forest industry companies 

are key suppliers to many of their customers. For example purchases from one paper 

supplier can be as high as 50% of a printing house’s annual turnover and the same holds 

true in many other product groups. Because the relationship is very important to both 

sides it has to be based on trust. Many interviewees, especially from marketing 

departments, emphasized that such trust has been built during a long relationship and both 

sides seem to be willing to take great care of the relationship. This leads to a willingness 

to further develop cooperation toward partnership and system integration instead of 

moving toward faceless marketplaces.
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However, one can argue that because of the importance of for instance paper as a raw 

material, printing houses should pay a lot of attention to these purchases and compare the 

offerings continuously. The interviewees admitted that there are and there will always be 

price seekers. However, cooperation and partnership were believed to bring actual cost 

savings and better service at the same time. Therefore, it would be unlikely that the price 

seekers would find better offerings than the customers who are committed to a close 

partnership with one supplier. However, in order to maintain their negotiation power and 

delivery certainty, most of the customers need to have more than one supplier although 

the main supplier would supply up to 90% of the material.

Nobody can say for sure to what extent customers will commit themselves to a 

partnership and to what extent customers will utilize EC as a sourcing tool. Therefore, 

companies should be able to provide different online services to different segments they 

have decided to serve.

Next chapters discuss in more detail online service forms; partnership, web service and 

electronic marketplaces. In the end the question of which one to choose will be analyzed.

6.2.3. Partnership

A majority of the interviewees saw that the most important objective for EC would be to 

establish a long-term engagement to key customers. In this study, a partnership with key 

customers means close cooperation and system integration between supplier and 

customer. The objective of such a partnership is that by developing cooperation, the
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supply chain will be streamlined and will operate smoothly. Cost efficiency would be 

based on just-in-time deliveries and lower inventory levels would cut down capital cost. 

The automatization of routine operations would release suppliers’ sales force from routine 

works such as availability checking and order status tracking to tasks where human 

intervention is more valuable. Also customer relationship management software will be 

introduced to help sales force to better manage the customer asset. Of course another 

option companies have is to cut salary costs and the result may be a new balance between 

customer service and costs.

One probable form of cooperation that is already in use is vendor managed inventory 

(VMI). In this case suppliers would take care of customers’ inventory according to the 

general agreement of product range and volumes. Control is based on customers’ order 

forecasts and production schedules. The supplier is responsible for the availability of the 

goods, but if agreed, carries the capital costs. As a result, the customer can focus on its 

core business and the supplier is able to improve its operations by better control over 

production schedule and logistic services. EC, in the forms of improved information flow 

and supply chain management, will facilitate such cooperation.

According to some interviewees, existing EDI systems will be in use for a long period of 

time, but when web based systems are ready for the integration, relationship with the EDI 

customers will be turned into partnerships. Furthermore, there were some indications that 

Internet technology based lightEDI solutions might finally improve EDI penetration.
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Generally, EDI penetration in forest industry was stated to be frustratingly low, despite 

the efforts. Some interviewees concluded that this might indicate low EC penetration too.

6.2.4. Online Web Service

In this study, web service means an extranet service that is provided to chosen customers 

or at least requires user registration. However, system integration between supplier and 

customer is not required. In web service, the customer could get for example the 

following information online;

• Order status, deviations from the order acknowledgement

• Contact or proposal request possibility

• Price and availability

• Additional product information, e.g. process data

• Possibility to place an order

• Order acknowledgement

• Feedback channel

• Discussion forums and FAQs answered by e.g. customer service manager

According to interviewees, online information about prices, availability and order status 

would be the most important item. If customers could get such information on the web, it 

could reduce existing routine works remarkably.

However, how to provide such price information was said to be a complicated question. If 

the initial price is too high the potential customer may leave the process without further
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negotiation. Whereas if the same contact would had involved human contact it could lead 

to a profitable deal. On the other hand, an excessively low initial price would decrease 

profitability. However, if the general terms of sales agreement exist, based on earlier 

negotiations, the problem is solved. The price does not have to be fixed but price 

determination has to be defined. Furthermore, the interviewees did not believe that EC 

could have a remarkable impact on general price level. This observation supports the 

argument that in FIPM EC would have a supportive role.

One interviewee described an ideal web service to have the following functionality. When 

the customer wants to know when a certain quantity of a certain product is available, the 

system could scan through all the potential supplying mills and provide the availability 

information to the customer. If the customer accepts the “offer,” he/she can place an 

order. The system then makes the necessary capacity and forwarding service reservations 

and sends an immediate order acknowledgement to the customer. However, this 

procedure requires existing terms of sales general agreement between the customer and 

the supplier which also indicates that EC would have a supportive role.

6.2.5. Third Party Electronic Marketplaces

Because forest industry companies’ primary target is to establish closer customer 

relationships, electronic marketplaces do not support that primary goal. However, nobody 

can say for sure how the markets will develop. If the share of customers who seek the best 

offerings available on the web is high, companies might benefit from participation on the 

electronic marketplaces.
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Interviewees saw two benefits in participating in the marketplaces. First was the traffic of 

potential customers. If a marketplace organizer succeeds in establishing a portal web site 

to forest industry’s potential customers the companies did not see possibilities to stay 

away. The second benefit was that the market site could be an interface between suppliers 

and customers. In other words, if the marketplace would provide a standardized technical 

protocol to interact, it would help both buyers and sellers.

From customers’ point-of-view, if all the suppliers establish their own web services it will 

be too difficult and time-consuming to log on into the different web services of the 

potential suppliers. Therefore, the suppliers engaged in the marketplace would have an 

advantage because they may be the only ones to be checked by potential customer. 

Furthermore, customers are not willing to enter the order twice, first into their own order 

handling system and then into supplier’s system. If the electronic marketplace could offer 

a solution to these technical and practical problems, it would attract customers and along 

with them suppliers.

To the suppliers, the main reason to stay away from electronic marketplaces is that price 

is believed to be the most important buying criteria in such marketplaces. Interviewees 

emphasized that the terms of sales should be decided somewhere else than on the Internet, 

preferably in negotiations between humans. Auction type of business was seen as a threat 

because it would most probably have a negative impact on the price level. On the other 

hand, as discussed earlier, the catalogue type of list pricing has other problems.
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Interviewees saw that an electronic marketplace should be a place that supports 

transactions based on an agreement negotiated between human counterparts. However, 

this wish may be in conflict with most of EC ideologies

However, companies have two alternatives to serve other than key customers. They can 

participate in a third-party marketplace or they can establish a web service of their own. 

The factor supporting own web service is that in this way the company can set the rules of 

business. Interviewees pointed out that companies must to have a possibility to have 

control over the inquiry process. This means that depending on who inquires, what 

inquires, how much inquires and when inquires the response to the request may differ. 

Customer inquires need to be handled one-by-one and the marketplace needs to be 

flexible enough to allow different approaches.

Furthermore, the sudden jump from web presence to full-scale EC may be too fast for 

most of the companies. The marketplace provider could provide a possibility for a 

smoother start-up. In the beginning companies might have the possibility to present their 

product offerings and contact information on the marketplace. Later on, when they feel 

ready, they could increase their participation by providing availability information, 

proposal request possibilities and in the end, ordering possibilities.

There have already been efforts to establish a marketplace for example to market pulp, 

but the main reason for the failure was suppliers’ fear of a falling price-level. 

Furthermore, also auction-types of electronic marketplaces exist already. Paper
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wholesalers have established some and the products sold are mainly surplus residual 

quantities. The case companies have no motivation to market their own residual lots 

because it is a marginal business which is better left to wholesalers. Some interviewees 

stated that something more sophisticated should be developed by marketplace providers 

to attract suppliers. The same opinion has been expressed in newspaper articles 

(Taloussanomat, 16.9.1999). However, a German company SAP AG has an initiative 

“mySAP.com ” (see Appendix 3) which may fulfill the desires for a more sophisticated 

solution.

To summarize, it is too bold to draw a conclusion that forest industry companies would 

not participate in electronic marketplaces. However, in order to succeed, marketplace 

providers need to be able to establish a service that respects companies’ prevailing 

business practices and objectives.

6.2.6. Decision Making

The previous chapters have argued that online services will have different forms; 

partnership, web service or marketplace. This rises the question of which forms 

companies should choose and who should make the decisions.

According to the majority of the interviewees, corporate level decisions concerning for 

instance brands should be made in divisions’ headquarters. However, because EC was 

seen to have a supportive role, the decisions concerning online sales services should be 

made locally.
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Therefore, it seems essential that the decision-making power regarding online services 

and profit responsibility should be in the hands of the same persons. This means that the 

head of the sales unit who has sales and profitability responsibility in a region should also 

have the power to make a decision concerning the company’s online service. 

Furthermore, as discussed before, different geographical regions seem to move toward 

EC in different timeframes. Therefore, the local sales unit should have the possibility to 

decide the role of EC in their own sales region. This holds true especially in decisions 

regarding whether or not a company participates in electronic marketplaces. This leads to 

another conclusion; the marketplace providers who try to get forest industry companies to 

participate in their global marketplaces will face serious challenges. The solution seems 

to be a global marketplace that can be customized locally to meet local requirements.

6.3. Main Drivers and Barriers

This chapter discusses the drivers and barriers from suppliers’ and customers’ point-of- 

view having an effect on EC development. Because the interviews were conducted in 

manufacturing, the companies’ customers’ points-of-view are based on the impression the 

suppliers have. However, there is reason to believe that suppliers have a relatively 

realistic understanding of their customers’ attitudes, because in addition to close contacts 

they had studied the subject.
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6.3.1. Suppliers’ Main Drivers

• Increasing competitive pressure

• Better customer service

• Cost efficiency

• To get rid of not value adding intermediaries

• New marketing promotion tool

Table 1. Suppliers’ Main Drivers

Competitive pressure is also a strong driver. Most of the interviewees admitted that 

something will change and change may be sudden. It takes time before a company has 

absorbed EC. There is lot of work to do and investments to be made. Especially changes 

in business processes were said to be time-consuming. Therefore, to be ready for change 

in the business environment, the change process has to begin now if it has not yet. 

Furthermore, if the development is evident, why not to take advantage of EC and use 

online services to gain competitive advantage before the lack of web service turns out to 

be a competitive disadvantage.
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A better customer service around the clock is also a strong driver. Better customer service 

is also increasing customer demand and leads to better customer loyalty and profitability. 

7 days a week, 24 hours a day online service is important because the companies operate 

in several time zones and common business hours are scarce.

On the other hand, EC means cost efficiency because the routine works can be automated. 

Sales force is released from routine work to functions where human contact is needed to 

create value for the customer.

In some cases disintermediation was mentioned to be a reason to use EC. Generally can 

be said that EC does not necessarily lead to disintermediation, but if a company decides 

to get rid of not value adding middleman EC may offer tools for that.

The Internet was seen as a global media that is well-suited to global(izing) companies. EC 

is a cost efficient promotion tool that can be used for product and brand promotion as 

well as customer service. Using EC, companies could reach decision-makers and 

influential persons such as advertising agencies and home offices that have not been 

reached cost-efficiently before.
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6.3.2. Suppliers’ Main Barriers

• A Roadmap is not clear

• ERP implementations & BPR are work in progress

• EDI “frustration”

• Increased market transparency may lead to price seeking

• How to get customers to use online services

• Security was not considered to be a major barrier

Table 2. Suppliers’ Main Barriers

A missing roadmap is the most important barrier. Low awareness, lack of reference 

solutions, and the confusion of forthcoming forms of EC are linked to missing roadmap. 

If marketing or even customers are not able to specify their needs, a roadmap and 

financial ROI calculations are difficult to make. Even though some interviewees 

mentioned the risk of hype around EC, the majority does not believe it to be a passing 

phenomenon. As a result, something needs to be done, but what?
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Although, a roadmap for the development would exist the transition could not take place 

rapidly. The parallel development of back office systems and streamlining of business 

processes takes time.

In forest industry EDI penetration is relatively low although a lot of money and efforts 

have been invested in its development. Some interviewees thought over that low EDI 

penetration in forest industry might indicate low EC penetration too. However, increasing 

interest in EC has increased small and medium sized customers’ interest in Internet 

browser-based “light-EDI” solutions.

Also, the balance between human contact and the automatization of routine works is so 

far unclear. From suppliers’ viewpoint, human negotiations should have an important role 

also in the future because one of the most important tasks of a sales force is value 

creation. Fully automation may lead to price seeking.

If a company invests to online service they should know whether or not customers are 

motivated to use it. So far there is no demands for online services.
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6.3.3. Customers’ Main Drivers

• Purchasing efficiency

• “Perfect” market information

• Cost efficiency through collaboration

• Focus on core business (VMI)

Table 3. Customers’ Main Drivers

Customers’ willingness and capability have been studied and the results indicate that 

some key customers are better aware of the Internet than suppliers. For example 

publishers, who are dealing with electronic publishing, are heading the development. 

There seem to be big differences among countries. However, the impressions in 

companies about the status of EC in different countries were in conflict. Therefore, this 

may be a customer-specific instead of a country specific-question.

The most important drivers are purchasing efficiency and better market information. To 

smaller customers the most important driver of EC is a better 7/24 self-service possibility. 

However, this holds true mainly in the product groups where the customers are relatively
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small entrepreneurs. They might be willing to take care of ordering and vendor 

comparison outside the normal business hours.

On the other hand, the bigger customers seem to favor solutions like vendor-managed 

inventory and integrated supply chain solutions. This indicates that customers would like 

to focus on their core businesses. This has been the trend already before the rise of EC 

and therefore EC is a tool to accelerate this development.

6.3.4. Customers’ Main Barriers

• Too many systems to learn and log in

• Readiness for system integration

• Double order entry

• Willingness to use Internet

Table 4. Customers’ Main Barriers
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According to studies made by case companies, the most significant customer barrier is the 

increasing amount of work involved with EC. If it is the customer who has to seek the 

right products from many different web services and to enter the order into their own and 

vendor’s system, there will be lot of work to do and many different systems to learn. 

Therefore, from customers’ point-of-view there should be some kind of standard interface 

with suppliers.

In the case of the integrated supply chain solution, system integration may be a complex 

process, considering the low EDI penetration in the industry. Standard protocols would 

speed up the development.

However, an excessively commitment to one supplier may decrease a customer’s 

negotiation power and increase delivery and availability problems. Therefore, customers 

will most probably cooperate with more than one supplier. This, on the other hand, may 

set additional challenges to vendor managed inventory.

As long as agents and wholesalers are classified as customers, there is risk of resistance 

because of the fear of loosing power.

6.3.5. Features with Minor Effect

Even though the Internet is a global media, it was not believed to open new geographical 

markets. Service provided on the Internet is only part of total offering and if the other 

parts like logistics and human contacts are missing, a company does not have service
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capability in the region. Furthermore, most of the business units operate already in all 

major markets. However, the major share of growing demand will come from 

industrializing countries. Some interviewees mentioned that the Internet has been highly 

utilized in industrializing countries because it is a media that offers industrializing 

countries equal access to information with their industrialized colleagues. EC may also 

support distant markets handled by agents because agents’ work could be effectively 

supported by Extranet services. Smaller agents at the moment do not have computer 

connections to suppliers and the Internet would be a cost-efficient solution to provide it.

EC itself was not believed to bring new customers. As emphasized several times, it was 

believed to have a supporting role but soon this support may be an important part of total 

service. Thus the interviewees thought that the EC could persuade new customers because 

of better service, not necessarily because new customers are reached. There are certainly 

big differences between different product groups and the possible disintermediation may 

force companies to view “a customer” in a different way.

Mass customization, meaning that the customer can configure the product to better match 

its individual needs, was not considered to be a major advantage. The general attitude was 

that the forest industry is a bulk business where the product itself should not be 

customized per order. However, the value-added services could be specified on the 

Internet.
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6.4. Timeframe for the Transition

6.4.1. Schedule Estimation

The most common estimation made by interviewees was that EC would have a notable 

impact on business practices during the next 2-3 years. However, there were several 

opinions that it will take much longer or indefinitely. One interviewee stated that there are 

so many people under pressure from top management thinking about these issues that 

someone has to invent something.

Most of the business units have some sorts of workgroups evaluating EC development. 

Already now some kinds of experience level solutions with most sophisticated customers 

are running and the first online service sites will be launched soon.

The readiness of back-office systems and especially business processes will be a major 

restraint to the transition. However, already before full-scale online service, brand web 

sites will be utilized for promotion purposes described in the chapter Web presence.

A quite optimistic schedule for printing papers could look like the following, but other 

product groups may require 1-2 years more.

Strategy formulation and experiment applications: 1999 -2000

Web services and marketplaces 2000-2001
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Integration to key customers and suppliers 2001-2003

The experiment applications refer to projects where customers have the possibility to 

place an order on the Internet. These kinds of systems are already running on a small 

scale. The first web services may include features like order-status tracking and 

availability checking and other customer assistance. However, before system integration 

to customers is possible, companies’ own back office systems have to be solid. In most 

cases such work is still in progress.

6.4.2. Differences between Product Groups

As discussed, product groups differ in many ways. Distribution structures are different, 

value-added, the size of a single transaction, and the market size vary. Therefore, the 

objectives and forms of EC will most probably be different. However, despite the 

differences many interviewees stated that EC could not be a product-dependent matter. 

Therefore, although the forms may differ the development may be fast after the industry 

has adopted EC as a feasible way of doing business. However, regarding readiness, 

attitude, back-offices and business processes, there are considerable differences between 

product groups. Based on the interviews, the estimate is that printing papers will guide 

the development and other product groups will follow, maybe sooner than they believe.

On the mechanical side, the interviewees were more skeptical as to the applicability of 

EC. The main arguments were that the nature of the product is not suitable for EC. 

However, developments on the Internet such as competitors’ web services

98



(www.scawoodshop.com) and marketplaces (www.woodmarket.net) do not support these

arguments.

6.4.3. EC and Managerial Approach

6.4.3.1. A Roadmap

IT-system investments required and business process changes needed are considerable 

and there needs to be mutual understanding of the development. However, at the moment 

there is not a clear roadmap to follow. In many cases, an important barrier is the lack of 

references. It was also emphasized that customers and marketing departments do not 

provide specific information of their needs. On the other hand, it is understandable that 

customers or marketing functions cannot specify their coming needs because the future is 

still unknown. Furthermore, currently many small new media companies and EC 

consultants approach companies with different ЕС-scenarios and quick-fix solutions. This 

traffic causes further confusion. Obviously, EC itself can be understood in many ways 

and if the companies do not have a clear understanding of the issue under review the 

beginning is an endless mess.

6.4.3.2. Change Management

At the moment IT and business development functions seem to be in charge, but they are 

lacking specific information about customer needs. Some interviewees from IT argued, 

understandably, that this information should be provided by the marketing function 

because they are the interface to customers. However, in marketing EC is often
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considered to be an IT-matter. As a result, there are workgroups that include members 

from different functions. In marketing, there was also a moderate spirit that IT is not 

interested in developing marketing systems because it is too busy with Year 2000 and 

Euro projects. On the other hand, there was a comment made by an IT person that the 

most difficult IT project in the world is to build up a system that satisfies sales and 

marketing. As a conclusion, if there is deadlock between the marketing and IT functions, 

top management’s role will be very important.

As a matter of fact, top management was seen to have a crucial role. First, top 

management has to be aware of and committed to EC in order to allocate resources 

needed. Secondly, EC is a business matter, not an IT nor a marketing matter only and 

therefore there has to be a higher organizational level involved. However, top 

management is not ready to make major investments without more accurate ROI- 

calculations which in this stage are difficult to make. However, increasing customer 

demand increases investment willingness. The last argument emphasizing top 

management’s role was EC’s possible effects on value chains and distribution channel 

structures. The effects may be strategically so important that they need to be evaluated on 

the top level.

6.4.3.3.IT-solutions

Because the forms of EC are so far unclear, companies have difficulties to build 

solutions. One interviewee mentioned that for them, it would be better to outsource the 

EC services needed because the coming forms are unclear and existing technology may
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not be the final one. According to him, the worse alternative is that they invest too early 

and become stuck in the wrong technology.

However, some IT investments need to be made in any case. EC development is closely 

related to back-office system readiness. Presumably, back-office systems will be standard 

software packages such as SAP R/3 that need to be open and configurable to meet forest 

industry-specific demands. Whether or not the EC will break through, global availability 

information will be needed sooner or later. Already now, own sales units and agents 

should have real time availability information to their customers. On the other hand, this 

availability information is essential in order to develop EC solutions. To summarize, 

when the information will be available there is good reason to believe that it will be 

utilized in EC as well.

It is obvious that the industry will be further consolidated during the coming decade. The 

term post-merger integration was said to be part of day-to-day life in IT departments. This 

means that companies have to live with parallel sales and order handling systems. 

Therefore, EC solutions will most probably be an additional top layer, a display window 

on the net, which will be linked to the parallel legacy systems.

Even though the services of new media companies are currently used to develop web 

presence, global IT-partners are needed to serve global forest industry companies. In the 

future the role, if there is a role, of small new media companies will be as subcontractors 

to main IT-partners. The organizations of the forest industry companies are spread out
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and for example the marketing function is located closer to main markets meaning in 

central Europe and in the future also in USA and Asia. To IT-partners this may increase 

pressure to follow the customer and establish a presence and forest industry knowledge 

close to the customers.

Security has been said to be the most popular reason to postpone EC projects. However, 

during this study none of the IT interviewees mentioned security matters as a major 

barrier. Security is not a problem but rather a serious issue that needs be solved and 

optimized. Optimization means that a system’s price and flexibility versus the possible 

security risk should be in line with the company’s general information security policy.

Most of the interviewees believed that the existing EDI solutions have and will continue 

to have an important role but the future and the development are so far unclear. This 

question is important to companies because the EDI systems are developed together with 

the most important customers.
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7. Conclusions

First this chapter summarizes the answers to the research questions, second the 

managerial implications will be discussed, and finally suggestions for further research 

will be given.

7.1. Answers to the Research Questions

What is the impact of EC on the marketing strategies of Finnish forest industry 

companies?

The Finnish forest industry believes that EC has reached the point of no return. As a 

phenomenon EC will not pass, and therefore the attitude has changed from “let’s wait and 

see” to “something will be done, but what”. In the end of 1999 most of the units were in 

the strategy formulation phase.

A general opinion, which can be supported by several valid arguments, is that in forest 

industry product marketing EC will have a role of supporting existing business practices. 

Basically, the Internet will be additional communication, customer service and promotion 

channel. The role of EC will be supportive because human contacts are and will remain to 

be an important part of business relationships. Human contacts are needed because most 

of the products are not commodity products and also business contacts and negotiations 

are not only unavoidable but also desirable part of business relationship.
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What are the drivers and barriers, having an effect on the potential growth of EC?

Forest industry companies’ main drivers are competitive pressure, better, 24 hours a per 

day 7 days a week, customer service and cost efficiency. In some cases disintermediation, 

a direct sales without middlemen, was seen as a driver. EC’s importance as a promotion 

tool was expected to increase during coming years. An interesting finding was that having 

an access to buyers globally, which is usually the main argument supporting EC, was not 

considered to be a major driver.

Where as the suppliers’ main barriers were a missing roadmap, back office systems’ 

readiness, EDI frustration and a risk of price based purchasing decisions. How to get 

customers to use online services may also be a challenge.

On the other hand forest industry’s customers’ main drivers were believed to be 

purchasing efficiency, better (self) service, and a focus on core business, which may mean 

for example vendor managed inventory. Customers also expect that collaborative 

forecasting leads to lower capital costs and lower prices.

Customers’ main barriers were too many online systems to learn and log in. If the system 

integration between supplier and customer does not exist, is it the customer who has to 

enter the order first to suppliers online system and then to their own order handling 

system, on other words do double work. Because this scenario is in conflict with another 

EC objective, better customer service, system integration between suppliers and key
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Customers will be essential. Furthermore, some customer segments and countries were not 

believed to be ready and motivated to use the Internet as a business tool yet.

What are the scenarios about the forms of EC?

The objectives are to establish a close relationship with key customers by providing better 

customer service in a cost efficient way. The close relationship means system integration 

between suppliers and customers. Furthermore there seems to be a trend toward 

cooperation such as collaborative forecasting and vendor managed inventories.

Those customers, who are not ready for system integration, should get online service.

This could be product, availability, order status and price information online.

The role of exchange type of marketplace such as paperexchange.com (see appendix 3) is 

still open. General attitude to exchange-marketplaces is quit negative because the 

decisions are based on price. However, because nobody knows how customers’ buying 

behavior will develop, companies have to follow carefully how exchange-marketplaces 

will develop.

With a proactive approach firms could develop EC into forms that serve their business 

objectives, in other words toward closer customer relationships. As a result of a reactive 

approach, the development may proceed towards faceless marketplaces where 

competition is based on price.
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In which timeframe will the transition take place?

EC was believed to have a remarkable effect on forest industry products marketing within 

next two to three years. However, it does not mean that there would be time to waste. A 

strategy should formulated soon and because in addition to front office systems a solid 

back office system was seen to be an essential part of EC. This means that companies 

have to finalized their ERP implementations as soon as possible.

How can the transition be implemented?

An online customer has to get information about availability, price, order status online. 

However, today human contacts between sales and manufacturing units are needed to 

provide this information. Therefore the first step toward EC is a solid back office system. 

This project most probably includes business process re-engineering, which may be time 

consuming in such a traditional industry as forest industry.

During back office implementation companies have established workgroups to formulate 

their EC strategies and forthcoming front office solutions. These workgroups usually 

consist of representatives from IT, business development, marketing, and logistic 

functions.

However, the case companies thought that it is not necessary to have all the skills 

required in-house, and therefore EC partners will have an important role and they will be 

selected soon. Even though the EC strategy should be developed internally the partners to 

be selected should have industry specific understanding about EC.
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7.2. Managerial Implications

After analyzing the status of EC in forest industry its easy to agree with an experienced 

EC consultant.

If a company decides to move toward EC the action plan should include the 

following steps. The company has to conduct the necessary training in order to 

increase EC awareness and to find the correct individuals who believe in the 

opportunity EC offers. The company should review current distribution and 

supply chain models to understand the possible change. The company has to 

understand what its customers and partners expect from EC. The company also 

has to reevaluate the nature of their products and identify possible change 

requirements. Furthermore, the company has to make sure that the back office IT 

systems meet the requirements set by the need to expand systems to the outside. 

Finally, the company has to track new competitors and market shares in the new 

digital marketplace and participate in the creation and development of virtual 

marketplaces and intermediaries.

(Mougayar, 1998)

7.3. Suggestions for Further Research

The purpose of this study was to analyze forest industry’s transition toward EC. However, 

the business varies a lot between different product groups. For example magazine papers 

are usually sold directly to industrial end users where as uncoated fine papers mainly 

through wholesalers. Therefore, each product group should be studied individually and 

there would be a need for product group specific studies.
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Because there seems to be great differences between countries it might be necessary to 

study the readiness and attitudes in different countries.
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Appendix 2

Interview Guideline

Introduction

• Background and purpose of the study is given to interviewee to convince about the 
confidentiality issues. A promise to use tape recorder asked.

• A promise to send a summary of the results as a compensation for the time devoted to the

interview. .
• Definitions regarding to EC, forest industry products to be covered m that particular interview

(depending on interviewee’s background), and marketing.

The structure of the interview;

General opinion about EC in forest industry products marketing?

How EC could be utilized in FIPM?
• What are the possible forms of EC?
• Which services should be provided (by whom and to whom)?
• To which extent the sales process could be automated
• Others

What could be the potential benefits of utilizing EC? (Drivers)
• New markets / customers?
• Product promotion?
• Better customer service?
• Cost efficiency?
• Preparedness for changing competition?
• EC’s effect on the market prices?
• Others

What is the preparedness of different functions and interests groups? (Barriers)

• IT-systems?
• Organization Customers and value chain members?
• Marketing, production and logistics?
• ROI estimations
• Others

Personal estimation about the development during next five years?

Are all the topics interviewee believes to be related to the topic covered?

Other candidates to be interviewed?
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www.paperexchange.com

www.woodmarket.net

PaperExchange.com is the only global online 
buying and selling tool created by the paper 
industry for the paper industry. 
PaperExchange.com does not own, buy, or 
sell any products itself; it simply provides a 
marketplace forum for buyers and sellers. 
PaperExchange.com is also your best source 
for up-to-the-minute industry news, stock 
quotes and company specific information. We 
provide resource listing for associations, 
suppliers and publications. You can also buy 
and sell equipment or post and find paper 
industry jobs.
Source : : http: //www.paper exchange, com/help/ 
dspcommonqa. cfm#whatis

The business idea ofWoodmarket.net is to 
produce and develop electronic business and 
electronic commerce solutions for national 
and international sawmills, distributors and 
woodworking companies globally, using 
www-technology. Targets is to maintain and 
improve existing business relationships, 
generate new markets and venues, also for 
real-time market information and distribution, 
for our registered Woodmarket.net users. 
Customers are suppliers and purchasers of 
sawn timber, and other wooden products, 
worldwide.
Source: http://www. woodmarket.net/wm/

Stora Enso’s merchants, which turnover is 2 
billion SEK and which is the third biggest in 
e-commerce sales in Sweden. 
Pappersgruppen markets and distributes 
graphic paper and paperboard to printing 
houses. More than 20% of orders are online 
orders and the share is increasing.
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www.accesspaper.com
Access paper is established in Sweden by 3 
three former StoraEnso’s employees. 
Accesspaper’s vision is to crate a marketplace 
large and transparent enough to have an 
impact on the way business is carried out in 
paper and board industry. By reducing “lack 
holes of information” in the pulp and paper 
business, without compromising the supplier- 
customer relationship, will evitable give all 
concerned better knowledge and guidance for 
improved market practices. This will have a 
positive impact on one of the most critical 
problems for the industry, volatility - of 
volumes and prices and profitability.
Source: www.accesspaper.com/advant.htm 
According to an article (Taloussanomat 
19.9.1999) forest industry’s attitude to 
initiatives such as accespaper.com is very 
skeptical

www.mySAP.com

¿ J.Å A A 4. * ¿ a

ЗА'З-ИГЬГ: аьА та

The mySAP.com Marketplace is an open 
electronic hub that creates seamless inter
company relationships for buying, selling and 
collaborating within and across industries. It 
provides the infrastructure, security and 
applications to transform previously 
disconnected business transactions into a 
single collaborative process. Simply put, 
mySAP.com enables you to do business in 
just one step
Source: www.mysap.com/.
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www.scawoodshop.com

eEnlightened SCA: first to launch Internet trading

Current estimates project that the electronic 'eEconomy' will overtake the traditional industrial 
economy by the year 2003, the most significant revolutions coming in the business-to-business 
sector. This factor is spurring the development of an industry 'first': scawoodshop.com, SCA Forest 
and Timber's own Internet trading facility, a demonstration of which was shown on 10 June at SCA 
Timber's trade event in Grove Wharf, England. SCA Timber's UK customers will soon be able to 
view and buy stock over the Internet around the clock. A password and user ID will allow access to 
the system. Step-by-step instructions will guide customers through the processes. Successful 
eCommerce is based on the breaking down of traditional boundaries bringing suppliers and 
customers together in creating new wealth. "Easy comparison of products and pricing speeds up the 
transaction chain," comments Magnus Hedin, Project Manager for scawoodshop.com. Our 
customers need to operate swiftly in the highly competitive marketplace: scawoodshop.com will 
enable that link. The system will empower SCA Forest and Timber's customers to maximise their 
profitability, providing fast stock enquiries and advanced ordering mechanisms. It will also free 
them to concentrate on offering other tenets of value: their personal service, expertise and advice."

SCA Forest and Timber views the launch of scawoodshop.com as an extension to its international 
customer service capabilities. Mats Kvamung, Managing Director of SCA Timber (UK), adds: "We 
are bringing the business advantages to our UK customers by trialling this system first m Britain. It 
will also benefit our business, enabling SCA Timber’s sales force to further enhance our customer
relationships."

"This addition to SCA Forest and Timber's service will offer our customers their own window for 
innovation and value creation," continues Magnus Hedin. An increasing number of 
'cybermediaries' - information and trading fora - are developing a profitable existence on the web. 
In the near future, we envisage co-operating with eEnlightened customers, working together to 
make the most of our products."

Mr Hedin concludes: "Within two years, we estimate that all customers will be using a variety of 
information and trading services on the web and we are accordingly expanding our information 
provision." The system will be fully launched in the UK on September 15, 1999, followed by 
launches in Scandinavia and Holland in the fourth quarter of the year.
Source: http://www. scawoodshop. com/



Appendix 3

www.katrin.com

Metsä Tissue Corporation’s Away from home 
business unit’s web page. Katrin.com is an 
example of web marketing. A customer, 
reseller or end user can find information of 
product choice, product characteristics or 
salesman contacts.

www.future-paper.com and www.yes-paper.com

UPM-Kymmene Fine Paper Division’s copier 
paper web pages. In the future from this web 
page customer can get services such pricing, 
logistical and technical support etc.
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Metsäliitto Group and Metsä-Serla Corporation

Even though only the Metsä-Serla is one of the case companies of this study, it is essential to have 

an understanding how it is connected to other Metsäliitto Group’s companies. Metsä-Serla Oyj is a 

public company, which shares are quoted in the Helsinki, Bavaria and London stock exchanges. 

However, Metsäliitto Osuuskunta (cooperative society) owns the majority of the votes. The 

Metsäliitto Group is focusing on the timber trade in addition to the chemical and mechanical forest 

industry. The Group operates from Europe, marketing its products worldwide. The parent company 

Metsäliitto Osuuskunta, a cooperative owned by 122,500 private forest owners, is responsible for

the Group's wood procurement. The Metsäliitto Group's core businesses are paper and board
/

(Metsä-Serla) and the mechanical forest industry (Finnforest, Metsä Timber). The figure below 

shows the Metsäliitto Group structure.

Key Figures of the Metsä-Serla Group

During last years Metsä-Serla has grown fast being currently the fourth largest forest industry and 

paper products company in Europe. Metsä-Serla operates 39 main production plants in Finland, 

Germany, Switzerland, the UK, Sweden, Denmark, Spain, Greece, Russia, Poland, Lithuania and
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Estonia. Metsä-Serla’s turnover for 1998 was FIM 20,9 billion, approximately 85% of which came 

from export and foreign subsidiaries. It employs approximately 15,000 people, half of whom 

outside Finland. Its products are sold in over 70 markets and the company has its own sales offices 

in 30 countries.

Metsä-Serla's Objectives

Metsä-Serla markets paper, packaging and consumer goods worldwide. In its core market area, in 

Europe, Metsä-Serla’s objective is to increase local market position. Metsä-Serla seeks to be a 

strong local actor in its important markets and build a strong bond of cooperation with its 

customers. The company assesses the company’s potential for growth, and it is seeking to 

strengthen its positions, particularly in Europe. Alternatives are weighted primarily from the 

perspective of sales and marketing, and only thereafter from production angle.

Metsä-Serla's Divisions and Products

Metsä-Serla’s core businesses are products and services for the printing and packaging industries. 

The company has five distinct core groups: Paper, Packaging, Consumer Products, Pulp, and 

Marketing.

Paper Group

In terms of turnover and profit, the Paper Group is the largest of Metsä-Serla’s strategic business 

groups. The Paper Group consists of three divisions: magazine papers, fine papers and special 

papers. The emphasis is on coated papers, which account for roughly 85 per cent of turnover. The 

main products are coated magazine papers (LWC), coated fine papers and uncoated fine papers. The 

Paper Group’s main market is in Western Europe. Important buyer countries outside Europe include 

the United States, Australia and Japan.
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Packaging and Consumer Products Group

Packaging Group offers customers a wide choice of packaging related solutions. The Group 

comprises three divisions: The Paperboard, the Corrugated Packaging and the Packaging raw 

materials. The product range covers folding boxboards, cartonboards, wallpaper base, corrugated 

board and paperboard, consumer and transport packaging, corrugated raw materials, and CMTP 

pulp for hygiene products. The most important markets is the EU, which accounts about two thirds 

of turnover. However, due to the logistical reasons, corrugated board is a local business.

Metsä-Serla’s subsidiary Metsä Tissue Corporation is the market leader in the Nordic countries and 

the fourth biggest tissue company in Europe. The Metsä Tissue’s business areas are the Consumer, 

Away-from-Home, and Baking and Cooking. Consumer products include toilet tissue, household 

papers and paper handkerchiefs. Examples of away-ffom-home products are industrial wipes, paper 

towels and toilet tissue for major consumers such as industry and health care. Baking and cooking 

products include baking paper and greaseproof paper. Metsä Tissue has around 45 per cent of the 

tissue market in the Nordic countries. Its best known brand names are Lambi, Leni, Serla Katrin 

Fasana and Mola.

Pulp Group

Oy Metsä-Botnia Ab, owned by Metsä-Serla and UPM-Kymmene, manufactures chemical pulp. Its 

turnover for 1998 was over FIM 4 billion. Metsä-Botnia is Europe's second biggest producers of 

bleached pulp grades, especially suited for fine papers and folding boxboards. Metsä-Botnia also 

produces special unbleached pulps, linerboards for the corrugated board industry and sawn timber. 

Wood is procured for the company by Metsäliitto Osuuskunta, and the products are marketed 

globally through Metsä-Botnia's own marketing organization, Botnia Pulps. About 80 per cent of
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the production are sold to the mills of the owner companies, and the rest, the market pulp, is sold 

mainly on the European market.

Marketing Group

From the beginning of 1999, the sales network for Metsä-Serla’s and Myllykoski’s (a private 

Finnish paper manufacturer) paper and paperboard products is known as Forrest Alliance. The 

network aims to be a customer-centered and cost efficient local supplier regardless of the country 

from which the products are supplied. In 1998 2,9 million tons of paper and board was sold and the 

sales totalled FIM 13 billion. Forest House, a part of the marketing group, acts as a worldwide 

trading house for the forest products. Forest House consists of 11 companies that have a recognized 

position in their own markets. It ranks among Europe’s 10 largest paper merchants.
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Stora Enso at Glance

Stora Enso is the biggest in Europe and the forth biggest forest industry company in the world. It 

started operations at the end of 1998 as a result of a merger between Finland’s Enso and Sweden’s 

Stora. Stora Enso is domiciled in Finland and its shares are listed in Helsinki and in Stockholm 

stock exchanges. The Group holds globally leading positions in its core product areas magazine 

paper, newsprint, fine paper and packaging boards. Stora Enso is also a major supplier of sawn 

timber.

Key Figures of the Stora Enso

In 1998 Stora Enso’s annual sales totaled EUR 10 490 million and its operating profit EUR 719 

million (6.9 % of sales). The group has some 40 000 employees in more than 40 countries, approx. 

38% of those in Finland, 28% in Sweden, and 14% in Germany.

Stora Enso’s objectives

Although its primary markets are in Europe, Stora Enso has a strong international presence. The 

Group’s global structure enables it to serve customers and develop operations worldwide, and the 

group is expanding its presence in America and Asia Pacific.

Stora Enso’s Division Structure and Products

Stora Enso’s products are divided to six divisions; Magazine Paper, Newsprint, Fine Paper, 

Packaging Boards, Timber and Pulp. In addition to these product divisions the group has

established Merchants and Asia/Pacific divisions.
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Magazine Paper

The Magazine Papers division produces papers that are used in magazines, advertising material and 

catalogs. With its total capacity of 3.1 million tons, the division is the second largest producer after 

UPM-Kymmene. The Group’s market share is 23% in Europe and 10% globally. Division’s head 

office is located in Düsseldorf, Germany. The Group does not report detailed regional sales figures 

per product group.

Newsprint

Stora Enso is the second largest producer of newsprint in the world and the largest in Europe with a 

total annual capacity of 3.2 million tons. Newsprint products are used in newspapers, supplements, 

inserts and direct mailings. The Newsprint division is split into four business areas: Newsprint, 

Improved Newsprint, Directory Papers, and Book Papers. The division's mills are in Anjala, Summa 

and Varkaus in Finland, Hylte and Kvarnsveden in Sweden and Sachsen Papier in Germany. 

Division’s head office is located in Düsseldorf, Germany.

Fine Paper

Stora Enso’s fine paper capacity is 3.0 tons, and it is the second largest producer in the world with a 

13% share of the European market and a 4% share of the global market. Coated and uncoated fine 

papers are the main products of the division. Coated fine papers are used for general graphic 

communications, such as brochures, sales catalogs, special magazines, annual reports and art books. 

Uncoated fine papers are principally used for copying papers, envelopes and computer printout 

papers. The operating mills of the division are: Mölndal, Nymölla and Grycksbo in Sweden, 

Veitsiluoto, Imatra, Varkaus and Oulu in Finland, Berghuizer Papierfabrik in the Netherlands, 

Kabel, Hillegossen and Uetersen in Germany and Suzhou in China. Division’s head office is located 

in Düsseldorf, Germany.
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Packaging Board

Stora Enso’s capacity amounts to 3.4 million tonnes, and it is one of the world’s leading producers 

of consumer packaging boards. The Packaging Boards' division produces consumer packaging 

boards, corrugated boards and boxes, sack and kraft paper, coreboards, cores, fluting, laminating 

papers and impregnated films. Packaging boards are primarily used in the paper, packaging, food 

and other industrial sectors. The Packaging Boards division comprises the business units 

Paperboards, Cartonboards, Containerboards & Kraft papers as well as the subsidiaries Pakenso, 

Corenso and Laminating Papers. Although the most important market area is Europe, the products 

are sold worldwide. The main market for corrugated board business is the Baltic Sea area. The 

divisional head office is situated in Helsinki, Finland.

Pulp

Stora Enso produces a total of 6.6 million tonnes of pulp of which approx. 2.3 million tonnes is 

market pulp. The market pulp deliveries to internal processing units account for about 1.3 million 

tonnes. The remainder is sold externally. However, since the Group also purchases pulp, the net 

pulp balance amounts to 0.4 million tonnes. Paper pulp is the raw material for graphic papers, 

packaging paper and board. The mills are in Skutskär and Norrsundet in Sweden, Celbi in Portugal 

and Enocell and Kemijärvi in Finland.

Merchants

The merchants are an important link in the distribution of fine papers from mills to graphic industry. 

Stora Enso’s Merchants division markets and distributes a wide range of paper products for the 

graphic industry in Europe. Stora Enso’s merchants operate in Belgium, Denmark, Estonia, France, 

Hungary, Latvia, Lithuania, The Netherlands, Poland, Sweden and in the United Kingdom.
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Timber

With its 19 sawmills, the Timber division makes Stora Enso the largest sawmill operator in Europe. 

The division has a production capacity close to 5 million cubic meters of sawn timber and about 1 

million cubic meters of further processed sawmill products. Sawmill products are used in the 

joinery industry, furniture industry for interior and exterior paneling, in the construction industry 

and in the packaging industries.

Asia Pacific

The Asia/Pacific division is responsible for the assets and the sales companies in Asia. The main 

industrial objective is to evaluate expansion possibilities in the Asia-pacific area. The sales 

companies are located in Beijing, Hong Kong, Jakarta, Kuala Lumpur, New Delhi, Osaka, Seoul, 

Singapore and Sydney.
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Key Figures of the UPM-Kymmene

UPM-Kymmene Group is, measured by turnover, the second biggest forest industry company in 

Europe and the eight biggest in the world. The company’s turnover in 1998 was EUR 8.4 billion. At 

the end of 1998, the UPM-Kymmene Group had a total of 32,351 employees, 21,811 of them in 

Finland. Almost two thirds of the sales came from EU countries.

UPM-Kymmene's objectives

UPM-Kymmene has set itself the target of being one of the leading forest industry companies in the 

world. Its businesses focus on printing papers, mechanical wood processing, and speciality papers 

and converted products, which are based on the company's own development work. UPM- 

Kymmene's target is to grow faster than the industry average and to achieve top supplier status in its 

selected products and markets. The aim is to satisfy customers' needs so well that the company 

becomes the supplier of choice for its customers. The Group markets its papers through its own 

marketing network.

UPM-Kymmene's Division Structure

UPM-Kymmene’s forest industry operations are organized under six divisions. The printing papers 

divisions, which generate over 60% of the turn over, are Magazine papers, Newsprint, Fine papers. 

Other divisions are Converting Materials, UPM-Kymmene Timber and Plywood (Schauman 

Wood). The Timber and plywood divisions will be brought together to Wood products Division in 

the beginning of the year 2000. The sawmilling division also comprises joinery operations and 

chains of builders’ merchants. UPM-Kymmene Resources comprises the production of chemical 

pulp and the procurement of wood raw material and energy.
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UPM’s Products

UPM-Kymmene serves customers in different product groups. Most of them are industrial or 

business-to-business customers, who use UPM-Kymmene's products in their own products, or 

process them further.

UPM-Kymmene is self sufficient in chemical pulp. However, the company sells a small amount of 

its pulp and buys roughly the same amount of market pulp from outside suppliers in order to match 

the grades needed by its paper mills. UPM-Kymmene has a chemical pulp production capacity of 

1.9 million tons per year. In addition the Group holds shares in other Finnish pulp mills.

The Magazine Papers Division offers a portfolio of coated and uncoated magazine papers for a 

variety of end uses, such as magazines, product and mail order catalogues, advertising materials, 

commercial and educational printing, and TV listings. UPM-Kymmene is the world’s biggest 

manufacturer of magazine papers. The main market areas are Western Europe and the United 

States.

The Newsprint Division offers a range of standard newsprint, machine finished specialities and 

telephone directory papers. End uses include supplements, advertising materials and free sheets. 

Directory papers and light newsprint are used for telephone directories and for timetables, brochures 

and special newspaper editions. The Newsprint Division also produces coloured newsprint, 

principally pink and yellow. Almost the entire output of newsprint is sold in Europe.

The Fine Paper Division provides paper merchants, office supply wholesalers, printers and paper 

converters with coated and uncoated graphic and business papers. Coated fine papers are called art

printing papers. They are used for art books, annual reports and promotional brochures. Fine papers
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are also used for magazines, brochures, books and catalogues. Uncoated fine papers are used for 

office printing, copying and similar purposes. Europe is the main market for these products.

UPM Converting Division offers papers for converting, packaging materials, self-adhesive 

laminates and air-laid paper. Packaging materials are composite materials, sacks and flexible 

intermediate bulk containers, consumers’ packages and packaging materials. Customers include 

packaging manufacturers, packagers of powdered and granular substances, the food industry, users 

of industrial wrappers and the retail trade.

Sawn timber and other wood-based products are manufactured for a range of end uses in joinery, 

furniture manufacturing and construction. The mills belonging to United Sawmills' processing unit 

Timber Components manufacture glue-laminated boards, planed products, customer-made joinery 

components and pallets. Builders’ merchants Puukeskus in Finland, Brooks in Ireland and ANCO in 

Denmark offer builders and industrial end users a variety of wood-based products.Schauman Wood 

manufactures special plywoods for the construction and transport vehicle industries. Apart from 

these main applications, plywoods are used in designer furniture, sports equipment and structures, 

playground structures and toys, and traffic signs.


